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The Locker Commission’s “All Inclusive” Defense Budet:

Where is the Big Picture?
Shmuel Even

The June 2015 Locker Commission report is primardy collection of
recommendations pertaining to the defense budgetwlile each recommendation is
worthy of careful consideration, it is difficult taccept them as a package. The
commission’s recommendations are formulated astilness, and some lack the data
and analysis necessary for weighing their relativgit. However, the most important
guestion that arises from the report is not whatlfinaeli defense budget will be five
years from now, but rather what kind of army Isna#l have in the years to come and
what tasks will it be able to execute successfuflthe recommendations are
implemented. Moreover, the commission’s recommeodatwere submitted more
than six months later than what was originallydtped, and in the meantime Chief of
Staff Lt. Gen. Gadi Eizenkot and his staff haveeadty drawn up the multi-year
“Gideon” plan for the IDF.

The following are a number of methodological comtaeagarding the report:

Updating the Security and Operational Concepts

The commission recommends updating the IDF's sgcarid operational concepts —
undoubtedly important recommendations. The probleowever, is that updating
these concepts is a necessary precondition for ftmulation of budgetary
recommendations regarding force buildup and the dmnresources system
recommended by the commission. The defense busigeitian end in itself — it is the
monetary expression of the work plan, which is siggd to be based on an
operational concept, which in turn is derived fransecurity concept. If the security
concept and the operational concept are not updated can profound changes to the
structure of the IDF be contemplated and implendéhte

Determining the Defense Budget
“The commission recommends that between the ydxr§ and 2020, the base budget
stand at NIS 59 billion, be ‘all inclusive,” and ieked to the consumer price index.”
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The commission recommends a “net budget,” not dioly “income-dependent
expenditures” (such as special US aid and incomm fsources within the defense
establishment), estimated at NIS 7-8 billion pearyen this basis, the full (gross)
defense budget will stand at approximately NIS #i®h, comparable to the proposed
2015 budget that was approved by the Israeli goment (prior to the elections). This
presumably will be the scope of the defense bufige2016 in any event. The report
contains no explanation of the basis for this fegyVhat were its premises? Which
threats will it address and where will the risks?liWhat level of security will be
achieved in return? And most important, does tigigré reflect a thorough new cost
estimate of the country’s security needs, as shioelexpected from the commission?

The recommendation to approve a defense budgét2@#0 in advance would mean
removing it from the purview of government consatams, along the lines of drafting
a five-year state budget ahead of time. Adoptirgrecommendation of a horizontal
budgetary approach (a set amount for each yedrjeasillt in a low level of flexibility
in the annual discussion regarding the composittdnthe defense budget (by
preventing the discussion of alternatives of lowerhigher cost). In practice, the
defense establishment and decision makers willupnebly make changes to the
budget in accordance with the circumstances, aedbtitdget will decrease under
severe economic constraints and increase subshantiacircumstances of severe
security threats.

Basic data is conspicuously absent from the repoth as the size of past defense
budgets; the disparity between planned budgets amfets in practice; details
regarding the components of past defense bud¢etgercentage of the budget that is
funded by taxes; and how this information figuneshe proposed budget. According
to the report, US aid to the defense budget t&al$ billion. However, the “Proposed
State Budget, 2015” booklet refers to aid amountm&3.75 billion, as well as the
provision of an additional $650 million of “desiged aid” (for projects). This
amounts to NIS 15.8 billion, approximately one-qeaiof the total defense budget
(according to an exchange rate of NIS 3.7 to tHdancluding VAT on purchases),
and not approximately 20 percent of the budgetnalscated in the commission’s
report. The fluctuation in US designated aid isthaoreason why it is preferable to
refrain from instituting an all-inclusive fixed baglefense budget. For example, if the
Israeli government decides to arm itself with mangi-missile defense systems than
what the United States agrees to fund within thésnework, it will be required to
fund them using a different source in the defensdgbt or supplement the budget
with other resources.
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The comparison between Israel’s civilian expendsgufvith regard to GDP) and those
of foreign countries (such as Korea, Greece, anthi2ek, in 2012) is not helpful. The
report’s contention that Israel’'s defense expemegun 2014 amounted to 5.8 percent
of the country’s GDP, in comparison to the OECDrage of 1.5 percent, is also
irrelevant for decision making, not just because ttireats faced by OECD countries
cannot be compared with those faced by Israel,alatt because they are countries
with large populations and large GDPs. Moreovee Iraeli figure also includes
American aid, whereas the defense expendituresost @ECD countries are based on
collective defense and do not reflect the secuntg played by US forces operating
under the auspices of NATO. Israel’s favorable ecoic situation relative to most of
these countries in question, which is also affettgthe defense sector’s contribution
to the economy (which is not analyzed in the reparticates that this sector does not
constitute a heavy burden on the economy, as magfeeed from the report. The
commission’s report also reveals that the Defengasity pays the Israeli treasury
approximately NIS 7 billion per year in taxes, undihg VAT for military acquisitions
based on US aid and excise on fuel for warshipsther words, a relatively large
portion of the defense budget returns directlyh® toffers of the Finance Ministry,
and this should be considered when dealing withsihe of the defense budget and the
burden on the economy.

The commission’s recommendation regarding incredasetsparency in the defense
budget — i.e., providing the Finance Ministry ahd National Security Council with
information by the military — is clearly in ordef,such transparency does not already
exist.

The Future of Human Capital in the IDF

Most of the commission’s recommendations pertaifmuiman capital, which is the
heart of the IDF. The report contains no systemialysis of what the IDF will look
like five years hence in the event that the comimmss recommendations are
implemented in full — with the reduction of mandgtservice to two years; the
reduction of the standing army; the terminatiorboélging pensions; and other such
measures. For example, how would the implementatimin the report’s
recommendations impact on the potential of the ssewommand echelon, the
reserves, technologal units, academic reserve tracks, pre-militaryise tracks, and
members of the junior command? Where will expeeensergeants and deputies
come from if compulsory service is reduced to tvearg and standing army positions
are also cut? What compensatory mechanisms sheudsthblished for this purpose,
if at all? And finally, will the human resources thie IDF fit the needs posed by the
desired level of security?
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The commission recommends the dismissal (with aswd compensation) of all
standing army personnel who are not promoted toahle of lieutenant colonel by the
age of 36. Does this mean that all IDF personnel tive age of 36 will hold the rank
of lieutenant colonel or higher? What is the ragienfor stripping the military of the

older majors and master sergeants serving in adtrative, research, and
maintenance positions? How would such a decisifectathe willingness of junior

officers to sign on for service in the standing yaron to extend their service? What
surveys did the commission conduct to clarify thfie?

The recommendation to terminate bridging pensiamssfanding army personnel is
presented as follows: “Individuals age 42 and old@l be able to conclude their
service and be awarded a one-time grant” (p. 713.unclear, however, whether they
will “be able to” do so or be dismissed. If the mw®ois theirs to make, what will the
IDF do if large numbers of administrative standarghy personnel wish to continue
serving until between the ages of 60 and 67, aomsmon in the public sector? A
more fundamental question is whether the IDF wilteeed in enlisting human
resources that are well suited for a three-decadéce track (in exchange for a net
grant that is not particularly large). The reporéissertion that “army service is
demanding and the personnel serving in it are notivated by the material
remuneration they will receive for their service by a sense of duty and mission,” is
not sufficiently consistent with the changing ragatio establish the proposed model.
This could have also been assessed using a swwogi dictates that the state must
find the right way of remunerating standing armyspeanel in a manner that enables
them to fulfill the needs of the army in the lorgnh — with suitable margins of safety
— considering the changing terms of alternative legmpent in the civilian sector, the
nature of military service, and the need for loagrt engagement of human resources
(the IDF is not an incorporated company). How thislone in other countries should
have been investigated. In the meantime, the mathadne-time grant, which might
be used up quickly, appears to be inferior to tlhad of bridging pensions, which
provides a “security net” for the discharged saideven if it amounts to a gross sum
of the same current worth.

Who is Responsible for Implementing the Report?

“The commission is of the opinion that the ultimatethority for actualizing its

recommendations rests with the Israeli governmthd, Defense Minister and the
Chief of Staff.” The status of the commission’s agdp however, is that of

recommendation alone. The government is the supcamenander of the IDF, and
the Chief of Staff is responsible for preparing amgplementing a work plan in

accordance with the level of risk management stiggal by the government. This is
the background to Lt. Gen. Eizenkot's preparatibthe Gideon plan.
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Conclusion

Although the Locker Commission report deals withtters of extreme importance, it
leaves the impression that significant portionghefdocument require further research
in order for them to be ready for debate. For exantpe report requires in-depth staff
work regarding the feasibility of its recommendatdn the realm of human capital.
The absence of the big picture is especially cangpis with regard to the following
guestions: What are the underlying premises ofréipert? What threats will the IDF
be required to address, and what will remain uress#rd? What will the army look
like, and what kind of security will it provide? Fthese reasons, the government
would be prudent to discuss the Gideon plan abalses for IDF operations, and leave
the recommendations of the Locker Commission forth&r examination and
subsequent implementation in areas that can enttheedficiency of the system.
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