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Abstract

Since independence, Israel has passed througih#ses of democratic transition
from the non-democratic British Mandate Authorifypoe-independence Palestine to the
democratic confirmation of peaceful transfers ofvpg from founding election through
critical election. Political developments indictitat Israel has reached a third phase that |
have called theevitalizationphase, and that the Israeli party system is giiraugh

fundamental changes.

Before each of the three elections correspondinibdse phases there immahapac,
‘turnabout’, that fundamentally affects the followgiphase. The founding election is
preceded by a power struggle over the nature aofttite, the critical election by a conflict
over the power structure and subsequently elediabflthe dominant party, and the

revitalizing election by a struggle over party leeghip.

This thesis uses Game Theory to analyze the thedmpacsn depth, to explain the
actions that preceded, and perhaps led to, thempdvemges and the phases of democratic
transition. On this background it then discusses#ationship between these significant
events and the transition, and how the lateshapacand corresponding transition phase

may imply a fundamental change from two-party tdtiparty system.



Table of Contents

1.0 Israel’'s Three Mahapacs: Introduction
1.1 The three mahapacs
1.2 Game Theory

1.3 Israel’s political transitions and the threehaggacs

Figure 1.1: governments 1948-1977
Figure 1.2: governments 1977-2009
1.4 Disposition

1.5 A note on terminology

2.0 Israel and democratic transition from authoritarian rule

3.0 Rationality even in defeat: Rational Choice, Gae Theory and uncertainty
3.1 Rational Choice
3.2 Game Theory

3.3 Uncertainty

4.0 Zionists, Ashkenazim, Sephardim: social groups Israel

5.0 Zionism and the road to independence: Israel lh@ere 1948

5.1 Early Zionism

5.2 The British Mandate of Palestine

.10

.10

W11

.12

.13

.14

.14

.18

.18

.19

.21

.23

.25

.25

.26



6.0 The First Mahapac: The Altalena Game, 1948
6.1 The War of Independence and the Altalena
6.2 The Events
6.3 The Altalena Game
Figure 6.1: simple game tree
6.4 Preferences and Payoff Tables

Figure 6.2: outcome table

Figure 6.3: payoff table 1
6.5 The First Game
Figure 6.4: first game

Figure 6.5: first game solved

6.6 Ben-Gurion’s Second Nature
Figure 6.6: payoff table 2
6.7 The second game

Figure 6.7: second game solved

6.8 The uncertain game
Figure 6.8: uncertain game payoff table
Figure 6.9: uncertain game tree
6.9 The uncertain game solved
Figure 6.10: uncertain game tree solved
6.10 Altalena static game:
Figure 6.11: static game

6.11 Conclusions and aftermath

.27

27 .

.28

.29

.30

.31

.31

.32

.33

.33

.33

.34

.35

.35

.35

.36

..36

.37

.39

.39

.40

.40

.41



7.0 The Labour epoch 1948-1977
7.1 Labour governments

7.2 The Arab-Israeli wars if 1956, 1967 and 1973

8.0 The Second Mahapac: The Mahapac Game, 1977
8.1 The Yom Kippur War and its aftermath
8.2 The Labour Alignment
8.3 The internal power struggle and the Knessetieles
8.4 Aftermath
8.5 The Mahapac game

Figure 8.1: simple game tree
8.6 Preferences
8.7 Introducing Nature
Figure 8.2: payoff table
Figure 8.3: full game tree
8.8 Solving the game
8.8.1The ‘unsafe’ subgame
Figure 8.4: unsafe subgame solved
8.8.2 The ‘safe’ subgame
Figure 8.5: safe subgame solved
8.9 Expected payoffs
8.10 Solving the Mahapac Game
Figure 8.6: full game solved
Figure 8.7: static game

8.11 Conclusions and aftermath

.42

.42

.44

.44

.44

.45

AT

.48

.49

.51

.51

.52

.54

.54

.55

.55

.55

..56

..56

.57

..59

..60

.61

.61



9.0 The Likud Era
9.2 The Begin years

9.1 The Palestinian Intifadas and the peace psoces

10.0 The Third Mahapac: The Kadima Game, 2005
10.1 Before the schism
10.2 The Likud fragmentizes
10.3 Aftermath
10.4 The Kadima game
10.4.1 Introducing Nature
Figure 10.1: game tree
10.5 Preferences and Payoff Tables
Figure 10.2: payoff table
Figure 10.3: game tree with payoffs
10.6 Introducing Nature: the Likud elections
Figure 10.4: Nature subgame solved
10.6.1 For the sake of argument
10.7 Solving the Kadima Game
Figure 10.6: Nature subgame solved, again
Figure 10.7: Kadima game solved
Figure 10.8: static game

10.8 Kadima Game: Conclusions and aftermath

.62

.62

.64

..65

..65

..66

..68

..69

.70

71

71

.75

.75

.76.

.76

..80

.81

.82

.83

.84

85 ..



11.0 Summing up and Conclusions
11.1 Summing up
11.2 Game Theory and the three mahapacs
11.3 Conclusions: revitalization in transition

12.0 Bibliography

..86

.86

..88

..89

.91



1.0 Israel’'s Three Mahapacs: Introduction

1.1 The three mahapacs

Mahapacis Hebrew for “turnabout”, meaning a sudden, sigaiit change. It was
the term used to describe the shift of power iadBipolitics after the 1977 Knesset
elections. At this point, David Ben-Gurion’s Majarty and its successor Labour had held
power continuously since independence in 1948. \bfith unexpected victory the
controversial right-wing politician Menachem Begind his Likud party replaced Labour as
the dominant party in Israel, and would continu@aéd this position for most of the next 29

years.

Labour's dominance and the Likud’s marginalizationhe previous era were the
results of the power struggle during the time Radesvas under British Mandate. This
conflict between the pragmatic and secular sotiafiganizations with close ties to the
Jewish Agency and the World Zionist Organizatiarg the hard-liner Zionist organizations
claiming all of the Biblical Holy Land came to adtkduring the War of Independence in
1948. A miscalculated challenge to the authorityhefstate and government marginalized
Menachem Begin and his Irgun and let David Ben-@uastablish his political dominance,

a dominance that would last until 1977.

For the 29 years after 1977 the Likud was the danti party, even though it never
approximated the monopoly of power Labour andrigsipcessors enjoyed. Then, prior to
the 2006 Knesset elections, the party fragmentednfernal power struggle led Prime
Minister Ariel Sharon to leave the party and, waigh-profile politicians of other parties,
found the Kadima, the first party outside Laboud &ikud to be able to form a government
and hold the Prime Minister’s post, and thus emdhiistorical dominance of those two

parties.

These three events all establish the power balianseael for the era to follow —in
the case of the last one, at least as far as wabéedo determine. Because of their
importance, they can be callethhapacs-turnabouts. This thesis will attempt to expldia t
process that led to these events and how they aboéd. The tool chosen for this is Game

Theory.



1.2 Game Theory

Game theory is originally a method from the sceeateconomy, based on the
Rational Choice theory. The Rational Choice theemgumes that every actor will make the
choices that will result in the best possible ootepand that if the ‘wrong’ choices are
made, leading to a suboptimal outcome, it is bex#us observer has failed to identify the
true preferences and priorities of the actor ombee the actor based his actions on flawed or

insufficient information.

When actors with conflicting interests meet, Garheory provides the Rational
Choice theory with a method to explain their acdienthin rationality. Each actor has
different strategies available but the final outepnvhich will benefit one more than the
other, will depend on the strategies of both adimgether. Strategy choice then becomes a
process of anticipating the other’s actions andiepeaces, and acting to ensure the most
beneficial outcome. Given perfect information o&dable strategies and each other’s
preferences, each actor will make the rationalahdf this information is imperfect,
because of flawed information, miscalculationsher ¢ffects of random chance, the actors
may well find that the end result of the game ffedent from what they expected. This last

point will be vital for this analysis.

Game Theory requires reasonably compact evenggmass including too many
actors or spanning too long a time period tendetmlne over-complex as there are too
many available strategies and the knowledge arfénereces of the actors change. In order
for this tool to be useful, then, it is necessaridentify the catalyst of the process we seek
to explain, the relatively limited exchange of respes that leads to the outcome we know,

without making the mistake of oversimplifying. Tlaralysis will seek to do just that.

1.3 Israel’s political transitions and the three maapacs

From independence to 2006, the state of Israebeageen to pass through the steps
of democratic transition from authoritarian rule.1948, the first elections are held, the
founding elections. 29 years later, democracy ifinoed through the first transfer of power
after the critical election. In the following yedhse confirmation is strengthened, until

finally the election of 2006 brings about what sedmbe a significant change in the party
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system, from two-party dominance to a multipartsteyn. Not entirely coincidentally, these

phases correspond to the thneghapacs.

Figure 1.1: governments 1948-1977

Knesset: government| Entry date| Prime Minister Party

Provisional 14/05/48 David Ben-Gurig

11 10/03/49 David Ben-Gurion Worker’s Party
1:2 01/11/50 David Ben-Gurion Worker's Party
2:3 08/10/51 David Ben-Gurion Worker’s Party
2:4 24/12/52 David Ben-Gurion Worker’s Party
2.5 26/01/54 Moshe Sharett Worker’s Party
2:6 29/06/55 Moshe Sharett Worker’s Party
3.7 03/11/55 David Ben-Gurion Worker's Party
3.8 07/01/58 David Ben-Gurion Worker's Party
4:9 17/12/59 David Ben-Gurion Worker’s Party
5:10 02/11/61 David Ben-Gurion Worker's Party
5:11 26/06/63 Levi Eshkol Worker's Party
5:12 22/12/64 Levi Eshkol Worker’s Party
6:13 12701/66 Levi Eshkol Labour Alignment
6:14 17/03/69 Golda Meir Labour Alignment
7:15 15/12/69 Golda Meir Labour Alignment
8:16 10/03/74 Golda Meir Labour Alignment
8:17 03/06/74 Yitzhak Rabin Labour Alignment
(Knesset 2009)

From the firsimahapacat the time of the founding election to the sec@idhe time
of the critical election, every government is lgdvihat will become the Labour party. Then,
in 1977, the picture changes.
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Figure 1.2: governments 1977-2009

Knesset: government| Entry date| Prime Minister Party
9:18 20/06/77 Menachem Begin Likud
10:19 05/08/81 Menachem Begin Likud
10:20 10/10/83 Yitzhak Shamir Likud
11:21 13/09/84 Shimon Peres Labour Alignment
11:22 20/10/86 Yitzhak Shamir Likud
12:23 22/12/88 Yitzhak Shamir Likud
12:24 11/06/90 Yitzhak Shamir Likud
13:25 13/07/92 Yitzhak Rabin Labour
13:26 22/11/95 Shimon Peres Labour
14:27 18/06/96 Binyamin Netanyahu Likud
15:28 06/07/99 Ehud Barak Labour
15:29 07/03/01 Ariel Sharon Likud
16:30 28/02/03 Ariel Sharon Likud
17:31 04/05/06 Ehud Olmert Kadima
18:32 31/03/09 Binyamin Netanyahu Likud
(Knesset 2009)

From 1977 to 2006, from the secama@hapado the third, the Likud is dominant,
though without the monopoly of power enjoyed by dabin the previous era. Then, in
2006, a new party appears and proceeds to takeritme Minister's post and later join the
Likud’s government as the strongest party (28 sea23 (Knesset 2009)) in 2009.

It seems obvious that there are, indeed, thr@leapacsn Israeli politics This thesis

will seek to explain how they came about.
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1.4 Disposition

Following this introduction, | will begin by brif discussing transition theory and

how this applies to the case of Israel.

The third chapter will look at Game Theory anccdss the various tools from the

method that will be used in the further analysis.

The fourth chapter will identify the most importawocial groups and political
cleavages that make up Israeli society and, asrtapity, electorate. This will serve to give

context to the analyses that follow.

The fifth chapter begins the analysis proper lwng a brief historical background
for the first of the three games, describing thgiti@ngs of Zionism and Jewish
immigration to Palestine and the situation underBrhtish Mandate until independence in
1948.

From this background, we can begin the first efgmes: The Altalena Game.
During the War of Independence against the Aratestahe provisional government under
David Ben-Gurion faced a challenge to the statetb@ity from Menachem Begin’s Irgun
militia. The Altalena game seeks to explain thenés@and choices made that led to the

political marginalization of Menachem Begin —atdetemporarily.

From the aftermath of the Altalena game, the sttvelmapter describes the “Labour
era” from 1948 to the secomdahapaan 1977 and gives the necessary background for the
second game.

The second game played is the Mahapac Game, sedia@sause the events of 1977
introduced the term. After nearly 30 years in potherLabour party faced a combination of
internal and external problems that led to thewi@ll and Menachem Begin’s Likud
party’s victory in the 1977 Knesset elections. Tdasne attempts to explain the actions of
the various factions in the Labour party that abotied to their defeat.

The ninth chapter gives a brief historical backaa of the Likud era, from Begin’s
rise to power until the third and last game.

The third game in this analysis describes thenfixgation of the dominant Likud

party and the emergence of the Kadima before tBé 2ctions. As Prime Minister Ariel
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Sharon made unpopular decisions he was challengBihlgamin Netanyahu, head of the
internal opposition, and the result was the cobapfisthe Likud and the establishment of the
first truly powerful third party in Israel. Thisitd game looks at the process that led to this

outcome.

With all three games played, this thesis will dade by summing up what the three
games have shown about the thmehapacsand discuss what, if anything they have in

common.

1.5 A note on terminology

‘Zionism’, as used in this thesis, is the ideoldiggt seeks to establish and uphold a
Jewish homeland or state in the area of Bibliaadkin the territory of the British Mandate
of Palestine. Zionism varies in its territorial demas, where soft-liner or ‘minimalist’
Zionists may be content with limited territorieg thard-liner or ‘maximalist’ Zionists may

seek Jewish control of the entirety of historicah of Israel.

With the attention given to Israel and the Arataédi conflict, Zionism and Zionist
have become loaded terms. It is neither the purpbtes thesis nor the intention of the
author to comment on the rights and wrongs ofc¢bislict and the term is used in
accordance with the above definition and in a gyraescriptive sense.

2.0 Israel and democratic transition from authoritarian rule

With the Declaration of Independence in 1948,dktaok the step from British
Mandate to an independent state. In the courd@ptocess, a new Israeli government
replaced the outside British Mandate Authority #mes made the first step of the transition

from dependent, essentially undemocratic rule toatacy.

Transition theory is the theory of the transitfoom an authoritarian to a democratic

regime. Although the British government of the Matedera can by no stretch of the
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imagination be considered authoritarian in Britiééelf, the same is not true regarding its
position in the colonies, mandates and other pegsesin which the majority of the
population were not British citizens and therefoog eligible to vote. The Israeli Declaration
of Independence can therefore be considered ttepfiase in the Israeli transition from
authoritarianism to democracy, a position that g&ixtra weight if the levels of conflict and

violence in the last years of the Mandate are takEnconsideration.

A democratic transition is a process where anaitttian regime breaks down and
is replaced by a democratic regime. This will Iéaa transitional period with the adoption
of a constitution, the introduction of democratstitutions and norms and the competition
for power, and the abolishment of the authoritagawer structures. If successful, this will
be succeeded by a period of consolidation, durihglvdemocratic values become
predominant, a party system is established, amdi@ssof peaceful transfers of power takes
place (dsterud, Goldmann, Pedersen 1997: 41-42)démocratic system is considered to
be consolidated when the key political institutiafishe systems are regarded as the only
legitimate arena for the process of political cotitfpa for power by all the significant
political groups, who adhere to the rules of themggdGunther, Diamandouros, Puhle 1995:
7).

One of the benchmarks in this transition isfthendingelection, the first election in
the democratizing system. This event introducesadeacy to the people, affirming the
democratic intent of the driving forces behind ttasition if it is convincingly executed
(O’Donnell, Schmitter 1986: 57). However, the ebtdiment of a democratic process is not
enough in itself —as already mentioned, democvatiges must be internalized and dominant
for the transition to be complete. The electionfiaring this is thecritical election —the
election where the governing party from the fougdahection is peacefully replaced by the
opposition when required by the election outcontes Ts the first of the series of peaceful

transfers of power, and with this the transition ba said to be successful.
How, then, does democratic transition relate tadl®

On January 25. 1949, eight months after the Datitar of Independence, the
elections for the Constituent Assembly were hehd, the first government to result from
this Assembly replaced the provisional governmstualdished at independence on March

10.. There is no reason to doubt the ‘democrat&radghis election, and as the first election

15



after the end of the undemocratic British Mandhie is Israel’s founding election. This
sudden end of the authoritarian regime is the reasyy transitory pacts do not apply to
Israel, as the Mandatory power withdrew from thgioe rather than having to coexist with

the new regime and therefore had little incentoséotce negotiated transition.

However, despite the Mandate the 1949 electioms wet Israel’s first brush with
democracy. The process of institutionalizationhef Yishuv (the Jewish community in
Palestine) through the Jewish Agency, Histadrubdalmrganization, local councils and
other organizations of the World Zionist Organiaat{WZO) had given both the electorate
and the political elite experience in democraticaliganized organizations and institutions —
and it was these very organizations and institstibiat were to be the basis for the new
state. Israel's founding election, therefore, tptdce after only a brief period of actual

transition because it had existing foundationsuitdion.

However, the “series of peaceful transfers of pdwakes a longer time to manifest.
The dominant political organizations from the pndependence era remained in power until
the 1977 election, which is Israel’s critical elent At this point, the first true power transfer
takes place, as the Likud replaces Labour as thergmg party for the first time. While the
Israeli system appeared democratic since indeperdértook nearly 30 years for this to be
confirmed through an electoral loss to cause theigng party to step down peacefully and
thus confirm its adherence to the democratic rafébe game. However, a single power
transfer is hardly a “series”, and while the act@icern for the Likud’s following the rules
may not have been all that strong Begin was peedeby some as a danger to the state of
Israel and, ironically, as we shall see this was ofithe reasons for his electoral victory in
1977.

The Likud remained in power until the 1992 elegsipeven dominating the Labour-
Likud “National Unity” governments of 1984-1990. 1892, Labour returned to power
under Yitzhak Rabin and was replaced by the Likaden Benjamin Netanyahu in 1996.
Only at this point, after 48 years of independewe®, the Israeli democracy be said to have
passed through a series of peaceful power transfierhrave completed its democratic
transition as the system has been through fouabransfers. All transfers, though, have
been between the two dominant parties —Labour laadlikud, or their predecessors, which
at this point had had all Prime Ministers and aalely shared power with each other. The

Israeli party system, while having numerous partiess essentially a two-party system as
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one of the two major parties was necessary to fmpnmajority government and the

cleavages and political tensions were too strongtible minority governments.

It took until the 2006 elections for a third partyclaim the Prime Minister. This
party was the Kadima, a centrist party split ofinfrthe Likud and including ex-Labour
notables. It won a convincing victory in what | leashosen to term Israelsvitalization
election. With the emergence of the Kadima, whisl gathered the most support in the
2009 elections but became junior partner in a Ligadernment because of the latter’s
stronger coalition, the Israeli party system haalfy moved from essentially two-party to a
multiparty system with more than two potential @o@h-building parties and with more
parties big enough to potentially challenge the meduced dominant parties. Whereas the
founding election introduced the democratic sysaéemh the critical election confirmed it, the
revitalization election can be seen as the reduli@power transfers following the critical
one and finally breaks away from the pattern ofggheestate Yishuv and the internal
conflicts of the founding of the state of Israghelnew state of Israel was, because of its
existing structures, able to swiftly progress tlgioiRokkan’s four phases of state- and
nation-building (Flora 1999: 131-133), but tookden to proceed through transition.
Transition is normally considered a relatively shmpocess, but in the case of Israel it takes a
very long time even without the introduction of tast, revitalizing election. Transition in
this case is also the final step in the state-inglghrocess, and the three games played in this

analysis tie in with these three elections.

The Altalena Game of 1948 is played immediatelyleethe founding election and,
as we shall see, is played over the ‘statenedieohew state, its centralization of power and
monopoly of violence. It is obviously heavily affed by the events and developments of the
pre-state era, particularly the respective polieied levels of influence of the various
factions, and it sets the tone for the next 29s/dais largely because of the Altalena Game

that the critical election took so long to manifest

The Mahapac Game of 1977 is the game of the dréleation. It is played over
internal party power, but it is influenced by theame of the Altalena Game through the
marginalization of the main political oppositiondatine statism and centralization that
resulted. Its outcome prepares the ground for thleapac of 1977 and the Labour
government’s first loss of power to the Likud. Theads to the necessary “series of peaceful
transfers of power”, dominated though the next 2&ry are by the Likud.
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The final game is the Kadima Game of 2006, resyiiom the erosion of the
dominance of the two main blocs from the Mandagetlerough the successful transition
from Mandate to democracy and giving Israel itstfaentrist government, thereby

introducing the multiparty system.

3.0 Rationality even in defeat: Rational Choice, Gae Theory and uncertainty

3.1 Rational Choice

This analysis aims to explain in some depth thecasoand events that led to the
three power shifts in Israeli politics, includifgetactions and choices of the principal actors.

The method chosen for this task is Rational Chthieery, more specifically Game Theory.

Rational Choice theory is the theory of how choi@esmade, based on a number of
assumptions regarding the one making the choice adtor. Most importantly, in order for
the theory to apply, the actor or actors must Beragd to beational. Jon Elster’s “thin”
theory of rationality calls an action rationaltiteésults from consistent beliefs and desires on
behalf of the actor: the rational action in a gigémation is one the actor believes will lead
to a desired result. Elster’s “broad” theory ofaaality has stronger requirements,
demanding that beliefs are based on availablenmdtion and desires are based on
autonomous preferences, excluding wishful thinkang extreme conformism as valid
reasons for a rational choice. His “thin” theorguees consistency, whereas his “broad”
theory requires consistency, reflection and auton@fovi 2008: 18). | deem Elster’s “thin”
theory to be sufficient for this analysis, but tetailed study of the events and their
background will where necessary include descrigtioithe reflections and autonomy
behind the actions in addition to their consistewii beliefs and desires.

Rational Choice theory has three main branchdsjésut by John C. Harsanyi:
Utility Theory, where rational action results in xmaization or perceived maximization of
the actor’s utility, Game Theory, where two intéiag, rational actors seek to maximize
their own utility, and Ethics, where the actor's@aal preferences are based on his moral

value judgments (Hovi 2008: 17-18). For the purpafsihis analysis | will focus on Game
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Theory as the events in question need to be exgaldy actor interaction, as will become

evident.

3.2 Game Theory

Roger A. McCain defines Game Theory as “the studdh® choice of strategies by
interacting rational agents” (McCain 2004: 3), nmakit a tool to study and hopefully
explain the choices made when actors, acting ralljgireact to each other by representing
the possible choices and outcomes when two acttesact as a game played between two

opponents.

These games have a number of requirements. Wetoédehtify the actors —the
players of the game. This is generally not difficak the primary choice-makers should be
evident from the events we seek to analyze. We teeadsess their options at each point,
their results and the preferences each actor legading the different outcomes. This
requires a certain amount of background researcheactors and the environment in which
they make their choices. Most importantly, it isstiteady mentioned assumed that the actors
behave rationally —that they seek the outcome liedigve is best for themselves, based on
the information available. Rational behaviour isegessary assumption for Rational Choice
theory and Game Theory, but in some cases it mayebessary to explain why suboptimal

or seemingly suboptimal choices were made. Thedevdealt with as we encounter them.

In order to explain actions it is necessary to rdngkactors’ preferences. In this
analysis, ordinal values will suffice and so eaatcome is ascribed an ordinal value from 1
to N, N being the number of outcomes identifiedh@ game. 1 indicates the least preferred
outcome, N indicating the most preferred outcoméh\tie outcomes thus ranked, it is easy
to identify which outcomes are preferred by whicloes —and, at a glance, to see how one

actor’s preferences may well clash with another’s.

Games can be played in one of two forms: normahfand extensive form. The
normal form is represented as a table listing titera’ strategies along the margin and their
respective outcomes of the different combinatidnstrategies in the cells. The extensive
form is represented as a game tree diagram, with e@oice of strategy made by an actor

shown as a node and with each strategy branchnig&alian outcome or a new node
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(McCain 2004: 11). The games in this analysis lgllsolved using the extensive form,

reverting to the normal form to identify dominafiasegies. The reason for this is twofold:
the extensive form is a better visual presentatiogames that are played over a period of
time, and has the advantage of allowing for sohagidgpackwards induction which is easily

portrayed in text.

Backwards induction solution of extensive form gansedone by letting the actor in
the final node eliminate the strategy or strategigbat node leading to the least preferred
outcome or outcomes. This solves this basic subgantegives an outcome for the relevant
strategy in the preceding node. The actor in thdercan then repeat the process until the
outcome of the game is found and we can, when gbimagigh the nodes in chronological

order, see the process of choices that lead tbrthleoutcome.

In addition to the respective values for the agtthrsre are other factors that tell us

something about the outcome. These will be idedtiin the analysis as appropriate.

If one strategy gives an actor a higher payoff thaother regardless of the actions of
other actors, the first strategy dominates therseclh one of an actor’s strategies dominates
all the others, this is thdominant strategin the game. If both players have dominant
strategies, their combination is tieminant strategy equilibriurfor the game (McCain
2004: 33-34). Dominant strategies are best idewtifihrough normal form games because of
its organized structure compared to the extendetedeee. They are interesting because of
what they tell us about the game played —the engstef dominant strategies means the
outcome is given beforehand, though that may walbe evident to either actor in the

game.

Since extended games are solved by solving theasubg) sequentially, they allow us
to identify the Nash equilibrium: if the strategEsosen in a subgame are the best responses
to the actions of other actors, that subgame iashMquilibrium. If the strategies chosen in
the game as a whole correspond to the subgameddgasibria, the game is a Nash
equilibrium game (McCain 2004: 47-48).

In games with incomplete information, Nash equidéitare less straightforward. In
retrospect the choices made may not have beereitedsponses, even though it seemed to
be at the time. If the chosen strategies are teerbsponsegiven the actors’ beliefs and
perceptions at the time of choosjragd the actors’ perceptions are updated as # ofsu
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observations (through Bayes’ Rule if possibleis italled a Bayes’ Perfect equilibrium. All
the games in this analysis factors in some dedreeomplete information through
uncertainty, so we will need to identify whethee tlames are Bayes’ Perfect equlibria.
Bayes’ Rule is a method of evaluating the probtsdiof something being true given the
observation of something else. It will not be dileased in the analysis due to the nature of
the subject matter, but a similar judgment caditithe heart of the actors’ choices of strategy
in the games with incomplete information descriligayes’ Rule:

Probability of A if X = (Probability of X if A) (Ribability of A) /(Probability of X)
(McCain 2004: 98-99, Hovi 2008: 97-98).

If no other outcome than the outcome chosen legheer preference value for one
actor without also having a lower preference vd@wenother actor, the outcome is Pareto
optimal (McCain 2004: 187-188). This is determinedbe the mostfficientoutcome, as
there is no way to improve the outcome of the ganene actor without worsening it for
another. The Pareto optimal is found by simply carmg payoffs for the different

outcomes.

3.3 Uncertainty

These are tools for evaluating the outcome ofyrae —whether or not it was, in
retrospect, unavoidable, and how the actors’ rég@estrategies and payoffs compare.
Mostly, this analysis will use simple game theanth games played in the extensive form
and further analyzed in the normal form where nemgs However, as will become evident,
the games played can only approximate the eveeyspbrtray by introducing incomplete

information and uncertainty.

Normally, Game Theory assumes that all actors paviect information of the
possible strategies and outcomes and of each stheaferences. This assumption is
necessary for us to be able to identify ration&ladv®ur. However, sometimes there is
obvious uncertainty about the result of a strateglgctions being a prime example- or the
actors assumed to be rational choose strategieprthee to be suboptimal. In the latter case,
assuming a miscalculation on their part allowsousantinue to assume rationality and

therefore use Game Theory.
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Uncertainty is introduced through a separate nimdehich the actor is Nature. This
node will then divide the succeeding subgame wtowdr more subgames, with potentially
different outcomes on key strategies dependindnerstrategy chosen by Nature —how the
uncertainty proves to play out. The actors’ strggghen, are largely dependent upon how
they believe the chances are for the differentamutes of the Nature node as this will affect
the payoffs they will receive from outcomes follogiNature. Choosing to push for
democratic elections, for example, is far more taable if you win.

In a game with two possible strategies for Nattire,most complexity this analysis
will need, one strategy is given a probability pf &nd the other a probability of (1-p). The
actors then ascribe a probability percentage téofpthe first strategy, recalculated to a
number from 0 to 1 with 1 indicating 100% probakilMWith only two possible strategies
and the other strategy having a probability of {,1tjpe combined probabilities of the two
strategies will be 1=100%.

Using this, then, it is possible to calculate ¢pected payoff for the strategy leading
to the Nature node. It is done using this formia: a(p) + b (1-p), where (a) is the payoff
for the strategy with a probability of (p) and {®}he payoff for the strategy with a
probability of (1-p). Introducing the payoffs andrpeived probabilities for the strategies, we
get (E), the expected payoff for the Nature nodemte payoffs for the different outcomes
are controlled for the (perceived) probability b&t outcome. This gives the actors the
necessary information to compare the payoffs obtlalable strategies and make the
rational choice —though, of course, this is bagsethe actors’ perception and what is
considered the most likely outcome is not alwagsahe that occurs. Hence, Nature solves
the problem of seemingly irrational behaviour bgwing how suboptimal outcomes may be
the result of perceived optimal strategies. Thil & important in an analysis focusing on
the loss of power, as Nature in this analysis reitiresent the uncertainty of political
elections, the electorate’s perception of oppasigiarties and the unknown preferences of a
competing actor.

With these tools, then, we will be able to analgmethreenahapacshrough Game

Theory.
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4.0 Zionists, Ashkenazim, Sephardim: social group® Israel

Israel, being mostly populated by immigrants, &gserienced a number of waves of
immigration and immigration from different regioasd cultures. This has led to a number
of different subcultures being established, witifiedént political priorities and hence
seeking political representation independentlyaufreother.

In his article, Hazan identifies four major paldl cleavages that are represented in
Israeli politics: socio-economic, Jewish-Arab, gaus-secular and Ashkenazi-Sephardic. In
addition, there is the later-developed maximaligtimalist Zionist cleavage. (Hazan, Maor
2000: 110-111, 125). These cleavages have domitia¢ddraeli political scene since
independence and are the manifestations of pdlitiaative subcultures, though subcultures

overlap and may represent two or more cleavages.

The socio-economic cleavage, often the mainstay/@dtern political systems, is
mainly represented through the socialist camp.libeeals, although present, were never

institutionalized to the same degree (Hazan, M&002112).

The Jewish-Arab divide predominantly led to thekekshment of dedicated Arab
parties, championing the cause of the Palestimmasgnply the defending the interests of
Israeli Arabs. These did not really have an oppal#twish number, the Israeli Jewish side of
this cleavage being represented by the differdmstan Zionism represented in the
maximalist-minimalist Zionist cleavage. Becauséhid, the Arab parties tend to be
ideologically close to the Israeli Jewish sociadistular camp, which encompass the least
hard-line Zionists.

With immigration often being religiously motivatatimight be natural that there is a
strong religious subculture, however it is dividegtween Zionists and non-Zionists, the first
accepting the establishment of a Jewish statelgsta@e, the other originally opposing this
as premature before the coming of the Messiah. &léhe religious Zionists have been
more prominent politically than the non-Zionists te religious parties champion the role
of religious traditions and values in the publibere there exists an opposing secular camp,
wishing to limit the influence of the religious abtishment (Hazan, Maor 2000: 112-114).
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There are several ethnic cleavages among Isee$,the Ashkenazi-Sephardic
cleavage being the most important. Despite theispareanings of the terms, in
contemporary Israel Ashkenazi and Sephardic rébedews of European and North African-
Middle Eastern background respectively, and as uelgroups are heterogeneous. The
cleavage is strengthened by cultural differencasjgcentred on the social and political
dominance of the Ashkenazi group due to the gelydraher level of education and
political and organizational know-how at the tinferomigration.

The maximalist-minimalist Zionist cleavage concetime claims to territory,
especially the disputed territories under Isra@fitool, and is closely related to the Arab-
Israeli conflict and the peace process. As sudjgiited importance in the 1990s after the
first Intifada. The minimalist Zionist stance, alsaled dovish or leftist, is generally willing
to give up captured territories in return for peadth Israel’'s neighbours, while the
maximalist Zionist or nationalist, also called hastkor rightist, is unwilling to part with
them. This cleavage has evolved to correlate nedegqtly with the religious-secular
cleavage disregarding the differences between gism@ind non-Zionists, strengthening an
existing cleavage by unifying one side while insiag the distance between sides. (Hazan,
Maor 2000: 125-129).

With the transfers of power and the changes irptiveer balance through the

mahapacsthe politically dominant group changes and sasdbe dominant cleavages.

In the 1948 game the difference between Begin ard®urion was one of power
centralization, but they also differed on the semmonomic and religious-secular cleavages,

the Irgun representing a more liberal and pro-ialig stance than the Haganah.

When the Likud came to power in 1977 it represeatbdrder line on the Arab-
Israeli conflict and thus a more maximalist Ziorg&tnce, as well as representing the
Sephardim and being more liberal and pro-religitas the socialist, secular and

Ashkenazi-dominated Labour Alignment.

And finally, in 2006 the Likud split over the Ziaticleavage, giving birth to the

moderate Kadima party as the Likud became more-livaed
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5.0 Zionism and the road to independence: Israel here 1948

5.1 Early Zionism

Modern Zionism, the movement from the Jewish hame| began with the
emancipation of Jews in Western and Central Euiogee late 18 and early 19 centuries.
Freed from the confines of the ghettoes, Europears became more exposed to society’s
ideological developments. At the same time, thergeree of ethnically based nationalism
combined with the increased visibility of Jews gmsed anti-Semitism. The traditional
strategies of secularization or converting were lgable due to the ethnic component, but
even so most Jews sought closer assimilation.Hesetwho did not believe assimilation
would solve the problem, on the other hand, Zionigs the Jewish manifestation of the
European nationalist sentiments they were expasethe wish for a state for the Jewish
people and an end to their statelessness, whickdvend their status as outsiders in society
(Metz 1990: 66-67).

In Russia, anticipation of similar developments$ e increasing rejection of
orthodox and conformist ghetto life. This was Hyiefuccessful under Tsar Alexander I, but
after his assassination in 1881 pogroms and rdpresgreased. Eastern European Jewry of
the 19" century found itself under far more violent attdcin in the West. Many emigrated,
others embraced socialism as an anti-Tsarist iggoknd the idea of a Jewish state in the
Biblical “Promised Land” as the refuge of a Judaismder attack gathered support (Metz
1990: 67-69).

The combination of emancipation, nationalism amationued anti-Semitism led to
the establishment of Zionist organizations, lobbyiime Great Powers of the time for the
establishment of a Jewish state outside Europehibgthoped would solve both the
problems of the Jews and Europe’s “Jew problemih&es the most important of these
developments were made in 1897, with the estabbstmf the WZO on the First Zionist
Congress in Basel, Switzerland. While Western EeaopZionism were relatively
unconcerned with the geographical location of themposed state, the WZO in the end
adopted the position of many Eastern European gis@ind had the stated goal of creating
“for the Jewish people a home in Palestine sechydéublic Law” (Metz 1990: 70-73).
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5.2 The British Mandate of Palestine

During the First World War, the Zionists understdbe importance of Great Power
priorities in deciding the fate of the territorigsthe Ottoman Empire and lobbied for their
interests. The British were approached by Ziorasi$ Arab nationalists both, and expressed
support for both of the seemingly-contradictorylgo@he Balfour Declaration of 1917, a
result of intense lobbying and key sympathizerBritain, finally committed the British to
the Zionist goal of a Jewish homeland in Palesdiiter the war to the detriment of Arab
interests. This was partially a strategic moventoease support for the war among Zionists
in the USA and to establish an ally near the \Bladz Canal. With the establishment of the
British Mandate of Palestine by the League of N&tim 1922 and the endorsement of the
Zionist goals and the WZO as the agent for thesdsgthe Zionist project gathered speed.
The Arabs, however, felt betrayed by the Britisd &eld that the League of Nations acted
against its own covenant. Arab protests againsBthsh and violence between Jews and
Arabs in Palestine increased, and the separatidnamisjordan, later to become the
Hashemite Kingdom of Jordan, from Palestine ditklib alleviate this (Metz 1990: 78-84).

The outspoken support of the League of Nationsth@anandate of the British
Mandate of Palestine also served to unite Zionisgeuthe banner of the WZO. Despite
ideological differences between Zionists in andsmlé Palestine, the WZO through the
Jewish Agency managed to create institutions ir¥isauv, the Jewish community in
Palestine, that were to form the basis for thebdistanent of the state of Israel —including an
elected assembly and an education system. Thisdoalso saw the establishment of the
Labour party’s predecessor Ahdut Ha’avoda and tiseaHrut labour organization by David
Ben-Gurion. These organizations also provided $imaifon, integration, welfare and,
through the Ahdut Ha’avoda and Histadrut militiaolim as the Haganah, security, for
immigrants, thus setting the basis for the Labautyps political dominance of the Yishuv
and later Israel. There were dissenting voicesghpahiefly from Eastern European
immigrants favouring a stronger Judaist identitgrosecular socialism and a harder line
against the Arabs and the British. Two of the gsofggmed were the Irgun Zvai Leumi and
the Stern gang, which would form the basis foriieeut party, the Likud’'s predecessor
(Metz 1990: 82-89).

The activities of the WZO, including the buyingArfab-owned land, led to concerns
in the British Mandate Authorities that the Arabsrerbeing marginalized. The Passfield
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White Paper report in 1930 advised stopping langidguand immigration, and although
these recommendations were never fully implemetiteid partial adoption nevertheless
cooled relations between the Yishuv and the Britsipecially as this coincided with the rise
of anti-Semitism in Germany and increasing presBora would-be immigrants. British
policies did not help, however, as the continuedidr rule combined with Zionist
expansion led to the Great Arab Revolt in 1936l&fioe between Jews and Arabs
increased, and the British unwillingness or in&pitio support them turned both parties
against the Mandate Authorities. In the Yishuvs tihicreased the importance of the militias,
including the Haganah, the Irgun, and the Sterrgga@he British responded by further
reducing immigration, but their ability to upholdace was hard-pressed with the outbreak
of the Second World War (Metz 1990: 89-94).

The Holocaust strengthened Zionist sympathiesdmertle, and survivors pressed
for settlement in Palestine. The perceived lacBrdfsh effort to help reduce the disaster
during the war, most importantly because of thé&riie immigration policies, worsened
relations between the British and the Yishuv assttede of the Holocaust became known.
War-weary, the British were unable or unwillingk@ep control over an ever-increasingly
violent Mandate. In 1947, after establishing theltanite Kingdom of Jordan in the
Transjordan region, the United Nations was askgalao the partition as the British

announced their planned withdrawal (Metz 1990: 93-9

On May 14. 1948, David Ben-Gurion proclaimed thabklishment of the State of
Israel. The following day the Mandate was formalhded, the USA recognized the new
state, and all of Israel’s Arab neighbours invaded.

6.0 The First Mahapac: The Altalena Game, 1948

6.1 The War of Independence and the Altalena

One of the first laws of the independent state tivasestablishment of the Israel
Defence Force (IDF) and the required enlistmeraiadible citizens, including militia-
members. The various militias had been at odds tinedegree of adherence to Jewish

Agency instructions and the methods to be useldrstruggle for independence, the Irgun
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especially being violently anti-British whereas thaganah focused on the conflict with the
Arabs and political resistance and even coopenattdthe British in the war against
Germany. These differences led to the Haganah mieglhe “Season” during the Mandate
era, an anti-lrgun operation which led to the expesand arrest of significant numbers of
Irgun members and supporters by the British. Sicgmitly the Irgun, more than willing to
use violence against the British as evident froemking David Hotel-bombing in 1946,
chose not to use violence against the Haganahn@il999: 32-40). With the
establishment of the IDF, negotiations began feriticlusion of the militias, among them
the Irgun. The agreement that was reached betviieeldavid Ben-Gurion’s government and
the Irgun stipulated the dissolution of the grogsganilitary organization, the handing over
of equipment to the IDF and the cease of indepdretpripment acquisitions. However, the
Irgun members were allowed to join the IDF in thesiisting units, and the divisions fighting
in Jerusalem were allowed to remain independeidrasl did not, at this point, claim

sovereignty over the city (Sprinzak 1999: 20).

Into this complex merger of rival groups sailed &italena. The ship was bought by
the Hebrew Committee for National Liberation, effeely the American branch of the
Irgun, and carried a cargo of Jewish volunteersveeapons secretly given by the French
government, which had ties to European Irgun-supp®and wanted an ally in the region
(Sprinzak 1999: 18).

When the ship finally left France on June 11.,ItJan was supposed to be
integrated into the IDF, and a UN-brokered trucenag the import of weapons was in
effect. Due to the scale of the operation, its covas blown and Menachem Begin, head of
the Irgun in Israel, contacted the government tockvoat a deal concerning the
shipment.(Sprinzak 1999: 18-23). Thus, the Altal&aane begins.

6.2 The Events

Begin’s initial request was for the governmenasécept that a portion of the weapons
were given to the non-IDF Jerusalem divisions dedrést primarily being used to arm
Irgun recruits who were to join the IDF. After alhe shipment could benefit the entire

Israeli war effort. While the question of the psecallotment of arms remained ambiguous,
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Begin was given the go-ahead for the ship to larfar Vitkin beach, isolated from UN
observers and, not entirely coincidentally, a Hadpapastion.

As Begin and Irgun members arranged the unloadirgjapment to the beach and
the sending of volunteers to immigration centregégistration, Ben-Gurion called a
cabinet meeting. As the cabinet did not alreadykobthe shipment they were shocked by
the breach of treaty, and, fearing the implicatiohBegin’s requests, IDF troops were sent
to encircle the beach and take possession of thpaves. As Irgun volunteers were arrested
and warning shots were fired, the ship was reloaheda stand-off began. When Begin
received an ultimatum from the commander demanttiegurrender of the ship and
shipment, he refused and tension increased (SBrit@20: 23-24).

Despite negotiations, no progress was made aratérbe increasingly evident that a
violent confrontation was possible. As the IDF begeeparations for an assault, Irgun
troops deserted en masse and clashes between tDFgan troops caused casualties on
both sides despite the general reluctance of tligess to fight other Jews.

Faced with an increasingly hostile IDF and unwglto surrender, Begin boarded the
Altalena and sailed for Tel Aviv where Irgun hatbag support and where an IDF assault

would cause public outcry. Subsequently, the stap leached just outside Tel Aviv beach.

With the arrival of the ship in Tel Aviv, tensionommted between IDF and Irgun
troops in the city as well as civilian supportef$oth sides. Unloading began without Begin
showing any signs of surrender, and Ben-Gurionsedifurther negotiations. The IDF began
shooting at the ship and the boats unloading thgocand violence erupted in the city.
Finally, the Altalena was set ablaze and evacuateir fire (Sprinzak 1999: 25-30).

6.3 The Altalena Game

From the brief list of events above we can idgraihumber of nodes where crucial

decisions are made. These will form the basis ®g@me structure.

The first obvious node is when Ben-Gurion was imfed of the shipment and
Begin’s requests. The shipment was an obvious hrebireaty and Begin’s requests could
be seen as an attempt to strengthen his factitsmael. This was of course made more

suspect by the initial secrecy. At this point, Bearion had two options. One would be to
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accept Begin’s request, allow the ship to landthand strengthen the IDF but especially the
Irgun. This would end the game immediately. Thisapis called ‘Passive’ in the following

analysis. The other option would be to refuse Begiequest and demand the surrender of

the shipment. This would continue the game and Bagin the next move. This option is

called ‘Demand’ in the following analysis.

If Ben-Gurion did not end the game in the previnade, Begin would have to react
to his demands. A demand of surrender would bdtinguand the Irgun would not benefit
from its political and logistical coup, but therewd also be the threat of violence and the
unity of the Yishuv in face of danger to considErne first option would therefore be to end
the game by bowing to Ben-Gurion’s demands, thishei called ‘Acquiesce’ in the
following analysis. The second option would bedfuse the demands and attempt to secure
Irgun control over the shipment. This will be cdll®efuse’, and would lead to Ben-

Gurion’s next and final node.

Ben-Gurion’s final node, given that the game hasahready been ended, requires
him to choose between seizing the shipment in enpiadly violent confrontation or backing
down and let Begin keep it. Either option would ¢nel game, the first possibly turning the
Altalena game into a game of an Israeli civil whge second accepting defeat. The first
option will be called ‘Aggressive’, the second ‘Apting’.

The basic structure of the game tree as presenliddok like this:

De7m/ Yassve

Reft7 ﬁqwesce
Agg/&swe \Acceptlng

DBG is short for David Ben-Gurion. MB is short fdlenachem Begin.

Figure 6.1: simple game tree
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6.4 Preferences and Payoff Tables

There are four possible outcomes of the above dgesae
Figure 6.2: outcome table

-DBG passive
-MB acquiesce
-DBG aggressive

-DBG accepting

In order to solve the game, it is necessary t tine preferences for both players for
each outcome. As the game tree is quite uncomedcdtis justified to assume that both
players were perfectly aware of the structure ftbebeginning and so could rank their
preferences.

David Ben-Gurion would quite obviously prefer Begp ‘Acquiesce’ when he
demanded control over the shipment. This would figegovernment control over the
weapons to use in the war effort, and just as itapdlly see Begin and the Irgun humiliated.
Perhaps most importantly of all, it would prevedm trgun from using this coup and any
subsequent military successes to strengthen thsitign in the Yishuv and possibly even

challenging the monopoly of violence.

For his second preference, Ben-Gurion would aggw&ssive’ when faced with
Begin’s refusal. This would not be done with a tigkart, as despite long and severe
rivalries there was a tradition of non-violencevietn the political groups of the Yishuv,
and this act would break this tradition and, asartgmtly, risk internal conflict while still at
war with the Arabs. Even so, having to deal witraamed dissident group after the war, one

that had achieved popularity through successdifield, would be worse.

Ben-Gurion’s third preference would be ‘Acceptitige situation when Begin
refused his demands. While not desirable becawseuld give Begin control over the

weapons and strengthen the Irgun, at least therganant would have some justification in
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backing off after Begin’s non-compliance becausthefrisk of internal division during

wartime.

His last preference would be acting ‘Passive’ wizeed with Begin’s initial
requests. The end result would be much the sarAeaepting’, but with further humiliation
because the situation never even escalated tathewhere backing off would be

justifiable.

For Menachem Begin, he would obviously prefer Bamion to end the game early
by being ‘Passive’, giving the Irgun control ovkeetshipment and leaving him to

concentrate on the war effort.

His second preference would be Ben-Gurion ‘Acegptihe situation and backing
off when refused. It would still give him the shipnt, but cost time and effort that could be

better used elsewhere.

The third preference would be to ‘Acquiesce’ wii@red with Ben-Gurion’s
demands. Far from desirable, avoiding internal loccirih a dangerous situation would be
important for Begin, as much because of the datogite Yishuv as a whole as because of

Irgun’s weakness compared to the IDF.

The fourth preference would be Ben-Gurion actidgdressive’ when refused. This
could cripple the Irgun, divide the Yishuv and weakhe state against its external enemies.

To the Zionist Begin, this would be an unacceptaisle

Ranking these preferences from 1 (worst) to 4tfpe® get the following payoff

table for the Altalena game:

Figure 6.3: payoff table 1

DBG | MB

DBG passive 1 4

MB acquiesce 4 2
DBG aggressive 3 1
DBG accepting | 2 3
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6.5 The First Game

Inserting the preferences into the basic ganteoks like this:

De7z/ \Passve

(1,4)

Reﬂ7 ycq uiesce

(4.2)

Agg%e \Acceptlng

(3.1) (2,3)

Figure 6.4: first game

This game is solved normally, by the actors exagidhe less desirable outcome at

each node from the bottom up. Solved, it looks fike:

De?/ \Passve

(1.4)

Refus;{ ch uiesce
Agg%e >\Acc:eptmg

(3,1) (2,3)

Figure 6.5: first game solved
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First, Ben-Gurion chooses 3 over 2 in the finaléndGoing up a level on the tree,
Begin chooses 2 over 1. On the first node, Ben-@uchooses 4 over 1 and the game is
solved with Begin acquiescing to Ben-Gurion’s dedsa he ordinal values for this

outcome is (4,2).

But this isn’t what happened.

6.6 Ben-Gurion’s Second Nature

To explain this discrepancy between the game laadhistorical events, we must
either revise the payoff table or find some othgrl@nation. To revise the payoff table
would quickly become nonsensical, forcing us taassthat Begin through some death-
wish not consistent with his character actually t@drio confront the IDF while another war
was going on. We have to look for another explamatpby looking at Begin’'s assumptions

concerning Ben-Gurion’s character.

Ben-Gurion’s preferences in the above game shovesomwilling to face down the
Irgun no matter the cost. However, both the casid Begin’s previous experience with
Ben-Gurion could suggest other preferences. Bene@srcharacter from the first game can

be called his “hard-liner” nature, and the one Bem{pected to face “soft-liner” nature.

Regardless of nature, it is obvious that Ben-Gusidirst preference would be for

Begin to acquiesce to his demands.

The main point of interest is the preference valssigned to acting aggressive when
faced with Begin’s refusal in the final node. Asealdy described, this would not be an easy
choice. The weapons were needed for the war, andbvibenefit the Yishuv no matter
whose hands they were in. Confronting Begin cookt both him and the state dearly, as
spending resources on internal struggle couldtlesevar and being seen as responsible for
this would be politically disastrous even if Israghnaged to survive. In addition, there was
precedence to consider: the tradition of Yishuv-umbence was so strong that during the
mandate, even with the Haganah arresting and diegaimem in the “Season”, Irgun
members would not fight other Jews. Begin hadealson to believe that this was still the
case, and it would not be irrational to assumetthiatwould be Ben-Gurion’s least preferred

outcome.

34



The two other outcomes, Ben-Gurion acting pasaingeaccepting respectively,
would likely stay in the same order and simply mapeo second and third least preferred
respectively as the aggressive option is insetttéaeabottom of the scale.

If we exchange Ben-Gurion’s “soft-liner” nature tus “hard-liner” one, we get the
following payoff table:

Figure 6.6: payoff table 2

DBG | MB

DBG passive 2 4

MB acquiesce 4 2

DBG aggressive 1 1

DBG accepting | 3 3

6.7 The second game

Inserting Ben-Gurion’s “soft-liner” payoff tablestead of the “hard-liner” one, we

get the following game. We can solve this immedyate

De7[/ \Passve

(2,4)

Reft7 X\Acq uiesce

(4.2)

Ag?g/e \Acceptlng

(1,1)

Figure 6.7: second game solved
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Working from the final node and up, Ben-Gurion abes 3 over 1, Begin then
chooses 3 over 2, and Ben-Gurion finally choosege3 2 giving the outcome of Ben-
Gurion accepting Begin’s refusal for the ordindues of (3,3).

Of course, this isn’t what happened either.

6.8 The uncertain game

As already mentioned, this game is solved by tuoing uncertainty. The question
is whether or not Ben-Gurion has a hard-liner dt-kwer nature, his nature deciding his
preferences and hence his responses to Beginsactdbviously, for Begin, knowing Ben-
Gurion’s nature is a prerequisite to make optinmalices during the game. Unfortunately
this knowledge is not available, and Begin is fdrt@ consider the probabilities of each

alternative nature.

Set together, the payoff tables from the two idticiory games give us the following
payoff table for the uncertainty game:

Figure 6.8: uncertain game payoff table

DBGhard| DBGsoft MB
DBG passive 1 2 4
MB acquiesce 4 4 2
DBG aggressive | 3 1 1
DBG accepting 2 3 3
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Inserted into a single game structure with a Natwade, we get the following game

tree:

Figure 6.9: uncertain game tree

DBGnature
DBG DBG
Demand Passive Demand Passive
MB (1.4) MB (2,4)

Refuse Acquiesce Refus Acquiesce

DBG (4,2) DBG (4,2)
Aggressive Accepting Aggressi Accepting
(3.1) (2,3) (1,1) (3.3)

It is when Begin has to make his choice betwetarsieg or acquiescing to Ben-
Gurion’s demands at the third node the uncertdetgomes central. Begin will have to
calculate his expected payoffs for each of theaWernatives, in order to make an optimal

choice. Of course, this depends on what he doeknuot for certain —Ben-Gurion’s nature.

Choosing acquiesce will yield the same result adt@n what Ben-Gurion’s nature

might be, an ordinal value of 2 as the game ends he

Refusing, on the other hand, gives results depgnain Ben-Gurion’s response. If
he’s a hard-liner he’ll choose to act aggressivgiying Begin an ordinal value of 1. If he’s
a soft-liner he’ll choose to accept, giving Begmaadinal value of 3.

If (p) is the chance of Ben-Gurion being hard4linad (1-p) is the chance of him

being soft-liner, we get the following expected @yE) for Begin’s refusal:
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E=(pa+(1-p)b
E=(p)1+(1-p)3
E=p+ 3-3p

E=3-2p

The expected payoff for choosing refusal is 3 mitwace the chance of Ben-Gurion
being a hard-liner. This makes sense, if ther@ishance (0%) of this the expected payoff
will be 3 — 2x0 = 3, and if it is certain (100%gtpayoff will be 3 — 2x1 = 1.

Of course, this only shows the expected payoffétusal, not whether or not it is the
rational choice. This depends on the probabiliti3eh-Gurion being a hard-liner, or more
specifically on the value of (p). For one to be thtonal choice, the expected value (E) has
to be higher than the outcome of the alternatividre is no outcome with a higher value,

there is an equilibrium. This is calculated thus:

3-2p=2 |-3
2p=-1 |:-2
p=05

As long as (p), the probability of Ben-Gurion kgeen hard-liner, is 0.5 or 50%, it is
irrelevant what is chosen as the expected payo#dch choice is the same: 2. If (p) > 0.5
then acquiescence becomes the rational choicef gk 0.5 then refusal becomes the

rational choice.

From this, we see that which is the rational chdar Begin at this node depends on

the value of (p), which is a subjective assessmttite character of the opposing player.
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6.9 The uncertain game solved

Using the procedure above, the game can be stdveatisfaction without having to

resort to revision of preferences.

Begin, remembering his own strong principles aelitks regarding the unity of the
Yishuv as well as precedence and the requireménl® @ngoing war, believed that (p) <
0.5 and the rational choice would therefore beefase Ben-Gurion’s demands as this would
give him control over the shipment of weapons onthdlae Altalena. It is of course difficult
to estimate how low he actually believed (p) toling,considering the stakes and his own

statements after the events it is not impossitdehk considered (p) ~ 0.

He was, as we know, mistaken. Ben-Gurion’s recbotde of the Mandate-era
rivalries might have been less rosy than Begimigl, &ith the legitimacy of state authority
on his side he was disinclined to concede anytbAtgp, as, the first prime minister in a
newly-founded state the responsibilities must haeghed heavily, making him loath to
accept any challenges to the state authority hecveading. Accepting an armed dissident
group to establish itself in a position of powerswathinkable, and the rational choice was

to confront them as necessary.

Figure 6.10: uncertain game tree solved DBGnature
y \N
DBG DBG
Demand Passive Demand Passive
MB (1,4) MB (2,4)

Refuse Acquiesce Refus Acquiesce

DBG (4,2) DBG (4,2)
Aggressi Accepting Aggressi Accepting
(3,1) (2,3) (1,2) (3,3)
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The result of Begin’s miscalculation and Ben-Gnoisosuspiciousness and
belligerency was a significant number of Jewishualiges, the sinking of the Altalena and
its cargo, and a deep divide within the Yishuv.

The less-than optimal outcome of the Altalena Gameflected when the other tools
are applied. The outcome of the game is not Paxgtimal within the hardliner-subgame or
the game tree as a whole, because the payoff frem@urion demanding followed by
Begin acquiescing would have better payoffs fohlmayers in both subgames and in the
softliner-subgame Ben-Gurion accepting would givegher payoff for Begin and the same
for Ben-Gurion. Obviously, when coupled with hissealculation of the odds for Nature

Begin’s hope for a Pareto optimal contributed ® datcome.

The game is not a Nash equilibrium, since themutdoes not result from the best
responses being chosen. However, when the deaisadmg process is controlled for the
actors’ beliefs and perceptions, the game is gleaBayes’ Perfect equilibrium as strategies
are chosen based on them being perceived as theebpsenses at the time and the
calamitous result for Begin results from him nataiging information with which to update

his perceptions of Ben-Gurion’s nature before tbis late.

The game has been played on the extensive formashaiready mentioned it is

useful to analyze the game in the static form at we

6.10 Altalena static game:

Figure 6.11: static game

MB MB
Refuse| Acquiesc¢ Refuse Acquiesce
Passive 1,4 1,4 2,4 2,4
DBG
Demand/aggressive 3,1 4,2 11 4,2
Demand/accepting| 2,3 4,2 3,3 4,2
Hardliner (p) Softliner (1-p)
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Looking for dominant strategies, it is immediatelgar that Ben-Gurion does not
have a dominant strategy for the game as a whaeldéds, however, have weakly dominant
strategies in the two subgames: Demand followeddgyessive in the hardliner subgame,
and demand followed by accepting in the softlindrgame. This fits well with what Nature
represents in this game —whether or not he isngilto back up his demands with force if

necessary.

Begin, on the other hand, has no dominant stradsdys choices are heavily
dependent upon Ben-Gurion’s strategy —and therefio8egin’s perceptions of Nature,
which again brings us to the core of the Altalersan®.

6.11 Conclusions and aftermath

The Altalena affair is still a source of bitteraes Israel. Notwithstanding the
casualties, there is a feeling among hard-linenigits that if Ben-Gurion’s actions had been
otherwise Israel might have had a stronger posditer the end of the war, holding more
territory and possibly even preventing the next inak967. Supporters of Ben-Gurion point
to the need for the government to be the suprent®aty within its territory and to the
Irgun’s breach of treaty undermining this autharity

There can be little doubt that the outcome wa®gtilmal for both actors, but that the
Irgun and Begin got the worst of it. Begin escaped would eventually become prime
minister, but his authority within the Irgun andhwits sympathizers was severely weakened
because of his defeat. The treaty dissolving thenis militias and incorporating them into
the IDF collapsed as the IDF was reluctant to tinggtn troops who had deserted and even
fired at them. A wave of arrests and confiscatiohsquipment followed, not exclusively of
Irgun troops but also of senior Irgun members dethiwithout trial (Sprinzak 1999: 30-31).
Ben-Gurion, the government and the IDF would naegat any challenges to their authority
and had scant trust for any dissidents at thistpaid as a result the Irgun and its political

successors would be marginalized for a long time.

Ben-Gurion also suffered negative results of te@me. Non-Haganah cabinet
members resigned over what they saw as an illeghlademocratic course of actions,

others opposed him fiercely. The resignations gbsition of members of the provisional
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government damaged the legitimacy of Ben-Guriogelership, and did divide the Yishuv
in a time of crisis (Sprinzak 1999: 31-32).

The Altalena game is an example of actors makiggstimal choices because of
incomplete information, and the key to the gamé&ésuncertainty of Ben-Gurion’s nature.
Because of this uncertainty, we can identify Begjactions as rational despite the outcome
being sub-optimal. As we have seen, Begin’s flaagsessment of Ben-Gurion’s nature led
to the least favourable outcome for him. Howevsrdiacussed above, all the considerations
regarding the risk of the aggressive stance carpads. The weapons were lost, the Yishuv
and the government divided and the violence agaihgr Jews hurt Ben-Gurion’s
legitimacy. In hindsight, that most wonderful ofldies, Begin was mistaken but seeing the
developments of the aftermath it is not difficatunderstand how Begin, if he foresaw
these, came to the conclusions he did. It is rptestion of irrationality, but of

misjudgement.

Ben-Gurion surely also saw the possibility of thitermath. To him it must in fact
have looked even bleaker, as he could not knowB&gin and the Irgun would show as
much restraint as they did when the conflict esedland must have had to consider the
possibilities of a real bloodbath. Even so, assgittne authority of the prime minister and
the government took priority, leading to the outeowe know.

7.0 The Labour epoch 1948-1977

7.1 Labour governments

When the armistice talks were held in the earlyths of 1949 Israel had occupied
significant territories in Palestine, leaving ot West Bank of the Jordan River and the
old city of Jerusalem in Jordanian hands and GadarEgyptian control. The immediate
problems facing the new state were those of saifedyrefugees —despite victory in the War
of Independence, Israel was still outhumbered b neighbours and the war had led to

a wave of Sephardic immigrants from the Arab states

In the elections to the Constituent Assembly, tconee the first Knesset, David Ben-
Gurion’s Mapai list was clearly dominant with 35.&@f#fa¢he votes (Knesset 2009). Together

with the United Religious Front and a couple of aniparties they founded the first
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government of Israel, a majority government witmB&urion as Prime Minister. With only
minor adjustments these same parties composee@tbad government. The work of
integrating the Sephardic refugees from the Aratestand Ashkenazim immigrating with
the end of the war and the lifting of the Mandatehfrity’s restrictions began, as did the
conversion of pre-state Yishuv institutions andrexuy into state institutions and economy.
The minority of Palestinian Arabs who had not ftedeen driven out were given political
and social equality in the Declaration of Indeperdebut, because of security concerns
after over 20 years of armed conflict and the neeatcommodate immigrants, found their

movements restricted and land confiscated (Met0199-102).

The elections to the Second Knesset in 1951 regdan-Gurion’s success, giving
Mapai 37.3% of the vote and allowing him to oncaiadgorm a majority government with
the component parties from the United ReligiousEréMizrahi and Agudat Yisrael. The
Second Knesset had four different government ¢oast with the third being dominated by
Mapai and the centrist General Zionists party,réds by Mapai and the religious parties.
Except a brief stint as Defense Minister in 1958n&5urion remained Prime Minister
(Knesset 2009).

In the next three Knesset elections in 1955, 199681 and 1965, Mapai consistently
got above 30% of the vote and built governmentittoat with predominantly religious
parties. In the six government coalitions during fheriod, Ben-Gurion remained Prime
Minister until 1963 when he left the party and L&ghkol succeeded him. The Herut
Movement, successor to the Irgun and the Stern,gantained effectively politically
marginalized despite consistently being the setaryst party in the Knesset. This trend
continued through the 1969 and 1973 elections, Maphis point having become the
Labour Alignment and Herut becoming Gahal and thiknd. The Herut appeared in
government during the Sixth and Seventh Knessst,Jiith two token ministers without
portfolio in 1969 and later with ministers of Dewpinent, Postal Service, Trade and
Industry, but Mapai and its successors kept the®Minister position and its most
important coalition-building ally remained the ggtius parties. Golda Meir replaced Eshkol
as Prime Minister in 1969 and was succeeded byha&kRabin in 1974 (Knesset 2009).
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7.2 The Arab-Israeli wars if 1956, 1967 and 1973

During this period, the conflict with the Arabs ¢iolmied. In 1956 the IDF seized the
Sinai from the Egyptians and the British and Freootupied the Suez Canal to protect it —
from Nasser’s nationalization as much as from cdnih# Soviet and US pressure forced
withdrawal. Despite the end of the war low-gradstitiies continued and tensions rose.
Following the Egyptian closing of the Straits ofan to Israeli shipping and termination of
the UN peacekeeping force’s mandate in 1967, tiedftacked Egyptian, Syrian and
Jordanian forces. At the end of the Six-Day Wagdkhad taken the strategically and
agriculturally important Golan Heights from Syrigast Jerusalem and the West Bank from
Jordan, and Sinai and Gaza from Egypt. The suadesaf was seen as a triumph for the
IDF and by many Jews as the vindication of a na@éwroppressed people, but on the other
side the Palestinian Arabs were radicalized byottwipation. Following the war, UN
resolution 242 called for Israeli withdrawal in @ange for Arab recognition —a resolution
that found little support on either side of the ftich(Metz 1990: 104-109).

The ceasefire in 1967 did not end the war, andrskhres continued. On October 6
1973, during Yom Kippur, the Jewish Day of Atonem&gyptian and Syrian troops
launched a surprise attack on Israel. In the fiests of the war the defenders suffered
significant casualties and were pushed back ofnaaits until, around October 10, the IDF
rallied, surrounded the Egyptian Third Army in Bi@ai and pushed into Egypt and Syria
proper. Following US and Soviet material suppod diplomatic action, the ceasefire was
signed on October 25 (Metz 1990: 111-112).

8.0 The Second Mahapac: The Mahapac Game, 1977

8.1 The Yom Kippur War and its aftermath

When the smoke cleared, Israel had suffered hiegegs in manpower, equipment
and financial costs. Most importantly, though, é&'saself-image since as an unassailably
strong regional power was severely shaken, anditwtie national feeling of security and
confidence (Metz 1990: 112). The blame for thisamatl disaster, dubbedechdal blunder,
was largely put on the ruling Labour Alignment,ritei Mapai and thus representing the

political groups that had been in power since Isaedependence.

44



The elections for the Eighth Knesset were helenoember 31, 1973, with the new
Knesset in effect from March 10 the next year. Wity a two-month gap between the end
of hostilities and the elections, there was no ofymity for new parties to form and submit
lists for the elections to the election authoritesd the existing parties chose not to change
the lists submitted before the war. Although publia political analysis and critique of the
handling of the war began in the immediate aftehmia¢cause of the upcoming Geneva
Conference and the short time span between evenizolitical impact of thenechdalon
the 1973 elections was limited (Penniman 1979: 3@3and Labour’s Golda Meir formed a
new government. It was, however, not forgottenwandld remain part of the political

debate until it returned with a vengeance in 1977.

Following the power struggle of the Mandate per@onaxing with the Altalena
affair of 1948, the Haganah and its political sssce Mapai (which merged with other
parties and became Labour in 1968) had, at theaintige 1977 elections, held power in
Israel continuously since independence. There edittle doubt that the party suffered from
a degree of “governing sickness” at this point. Trhportant factor, however, would be
whether or not the Labour supporters’ disenchantwas strong enough to allow them to
vote for a competing party —the Likud.

8.2 The Labour Alignment

The near 30 years of Labour dominance had hadfayrd effect. The statism
advocated by Ben-Gurion et al from the early dag pprevailed, leading to centralized
welfare and immigration support services that nradeay of the party-based services
redundant. Haganah and the Jewish Agency haditnaality been the strongest providers of
such services, and so this development graduahytihe parties, especially the leftist parties,
their tools for support- and identity-building fraime pre-state era. As immigration and the
passage of time included more voters without sechice-strengthened party identities in
the electorate, Labour’s support base eroded (Reamil979: 119-123, 289-293).

Related to this, the role of ideology on the podit left had changed. While Mapai
and its descendants were socialist-secular patties,political dominance during the state-
building period tended to put ideology second thtigal pragmatism. This often distanced
the party leadership from both the party machirgkthe leftist electorate, and as importantly
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reduced the ideological profile of the party congaiio that of its rivals, especially the

Likud (Penniman 1979: 301-302, 119-123). One ofidleelogical compromises made was
the lack of prioritization of reducing the incomapgbetween Sephardim and Ashkenazim
(Metz 1990: 116), which also alienated the Sephaahd increased support for the Likud.

The lack of ideological profile was to be importaad we shall see.

Perhaps the most important problem following tearg of Labour dominance was
the perceived lack of responsiveness from the mits. The nomination process for the
Knesset elections lists was done through a comengtpgpointed by the party leadership, and
for the 1973 elections this committee was even ée &y the Finance Minister. Although
the lists were passed through the party’s Centoah@ittee, this vote was largely
ceremonial. As a result of this process, Mapai@ ismheirs’ Knesset representation was
largely composed of party members loyal to and wiglivs similar to the party elite,
insulating them from changes of opinion in the panembership and thus in the electorate.
The Standing Committee of the Central Committee thhagesult of a similar process, being
nominated by the party leadership and the most itapbparty sub-divisions, and as a result
had the same lack of independence as the Knesseatheng (Penniman 1979: 125-129).
With the most high-profile members of the partyngedependent upon their seniors it can
not be surprising that these members tended t@ sharsame views and therefore, through

this process of self-recruiting, the party’s respoeeness to the public was severely limited.

The conflict between the party and the elite ii@syever, not limited to between the
leadership and the mass of party members. The aimuwened workings made patronage
by a senior party member the only likely path tgaattement, however the mid-level party
members would often find themselves bypassed dgdldership considered them loyal
supporters anyway and instead ‘parachuted’ higfitprimdividuals, especially from the
military, into positions of power and prestige mer to appeal to the electorate. One such
was former IDF Chief of Staff Yitzhak Rabin, whglaced Prime Minister Golda Meir
when she resigned from a combination of publicatistaction and party pressure in 1974.
This tactic may well have worked, but alienatedrthed-level supporters while putting
inexperienced politicians into positions of powacreasing the internal stress on the party
and leading to the split of Ben-Gurion and the Rafity from Mapai in 1965 (Penniman
1979: 136-138, 293-300).
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In addition to the perceived lack of responsiverasd the internal dissent, charges
of corruption and incompetence were levelled agadivesparty, peaking with Histadrut’'s
health service director Asher Yadlin, Labour’s noe® for the governorship of the Bank of
Israel, was jailed for corruption and tax evasioiy@ few weeks after the suicide of Labour
Minister of Housing Avraham Ofer who was under stigation for the same, and only
shortly before Prime Minister Yitzhak Rabin becamslved in an investigation of illegal
foreign bank accounts (Metz 1990: 115, Pennimar®1942-144). The resulting scandal
obviously raised suspicions of how far the corrptivent and was sure to hurt the image of

the ruling party in the period preceding the 19l&¢tons.

8.3 The internal power struggle and the Knesset etéons

In the run-up to the 1977 elections, pressuredtfmrm increased in the Labour party
as the party leadership, being the second generatilsraeli statesmen and to a significant
degree ‘parachuted’ into power, lacked the legitiynaf the earlier leadership of the time of
the Declaration of Independence. The exclusion fpomver of the majority of the party
machine and the probable damage to the party’sadliéity from the perceived corruption
and unresponsiveness prompted demands for changes party’s democracy and power

structure, damaging party cohesion.

At the same time, the Likud had been gaining ipytarity because of Labour’s
problems and because of its appeal to disenchgnbegbs in the lower social and economic
strata who had not seen their standards of livicgeiase as expected —especially the
Sephardim (Metz 1990: 114-116, Penniman 1979: T12)-JAlso, having been in opposition
for most of the time since independence, excegislgort period as junior partner in a
Labour government, the Likud did not suffer fronotgrning sickness” and could present
itself as a fresh, non-corrupt and responsive rstere.

Despite its “freshness”, though, Menachem Beduksid had problems of its own in
Labour’s eyes. Despite the time that had passed;l&#sh over the Altalena was not
forgotten and Begin was distrusted by many. Issagtuation in the Middle East was still
considered precarious by many, and while this chdgsatisfaction with the ruling party it
also gave incentive to avoid potentially dangenpoigical experimentation. Yadlin’s
statement from October 1973 still rang true to miaayour members: “The people will be
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wise. When the time comes for them to vote, thdiywete correctly” (Penniman 1979:
133).

The Labour elite trusted in the inertia of theifpdl system, especially in the face of
continuing external threats, and rejected demamdgdrty reform prior to the 1977
elections. As a result, the party went to electiitbout a united front, without a clear
policy and without seeming to take responsibilay ¥oter dissatisfaction while the Likud
managed to appear trustworthy and responsive irpadson. To make matters worse for
Labour the National Religious Party was dissatisfgth its performance in the previous
election and anxious to distance itself from tHenguparty. This left the government without
a majority in Knesset and forced the electionsetantmved from the autumn of 1977 to May,
giving Labour less time to distance itself from ttweruption scandals that had plagued it
(Penniman 1979: 102-104). In addition to this,ghaety made two strategic blunders in the
period leading up to the elections. First, unlikevious elections the elections for the labour
organization Histadrut were held after the Knesssttions instead of before and did
therefore not give the electorate an option fotgsbvoting that did not affect the Knesset.
Also, the elections for the municipal councils weeparated from the Knesset elections,
which compounded the problem of lacking party unity local representatives were no
longer campaigning for the national elections drartown position simultaneously, their
efforts in favour of a party leadership many fékmated from were significantly reduced
(Penniman 1979: 142-144).

The combination of public dissatisfaction, a sigipgly strong Likud and a divided
Labour led to thenahapac-Labour’s first electoral defeat in Israeli histoand the

beginning of the Likud era.

8.4 Aftermath

In the elections to the ninth Knesset on May B7.71 the Likud got 33.4% of the
vote while the Labour Alignment got 24.6%. This miea total of 43 seats for the Likud,
and 32 seats for Labour. Comparing this to theltesfithe 1973 elections, where Likud
received 30.2% and 39 seats and Labour 39.6% asddi$, there has been an obvious

change in electoral support (Knesset 2009).
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After the election, Menachem Begin became Primeidtier and went on to form one
the second government of Israel that lasted fofuldour-year term together with the NRP
and the Democratic Movement for Change. Despiteudb participation in the ‘National
Unity’-governments during the twelfth Knesset 13®8land a return to power in 1992, the
Likud would remain the dominant party in the Knegee most of the next 29 years
(Knesset 2009).

8.5 The Mahapac game

From the above chronology, it is possible to cartsta game to analyze the actions

that eventually led to the end of the Labour domaseof Israeli politics.

One actor is the Labour Elite, the leadershighefgarty and the majority of its
candidates for Knesset and minister posts. Thisgoonsists largely of early immigrants,
old Haganah members as well as the high-profileidets ‘parachuted’ in. The
centralization of power in the Labour party leattgs group with the final say in party
policy and nomination. The choices made by Lab@ifioie the 1977 elections are the

choices of the Labour Elite.

The other actor is the Labour party machine, tigelevel party members who would
be the heirs to the “party throne” were it nottioeir patrons’ tendency to bring in outsiders
in positions of power. Because of the centralizabbpower, this group is less powerful
than their numbers would imply. This and the habiparachuting’ are sources of
dissatisfaction. The weakening of Labour populaaityong the electorate is reason for
concern. This group is called the Reformers.

Although the Likud defeated the Labour party ia golls, the 1977 game is not
played between the Labour party elite and the Liedause their actions in and before the
election campaign were largely independent of edlcar. The Likud denounced the
governing party as corrupt and arrogant and sowghortray itself as a safe alternative,
while Labour insisted that it was the only viabléing party. Instead, the game is played
over Labour’s internal problems while the Likud Milive a different role in the game.

Because the game is played between the havesamave-nots of Labour, the first

node should belong to those unhappy with the staios The Elite is, after all, in charge of
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the party and has little incentive to push for ces The Reformers, on the other hand, are
marginalized and would benefit from party reforrheTirst actor, then, is the Reformers.
They have two options: to cooperate with the pkiite, or demand reforms. These
strategies are called ‘Cooperate’ and ‘Demand’.d3imgy ‘Cooperate’ would mean avoiding
internal conflict in favour of a united front. Thigould mean reducing the pressure on the
Elite and thus their incentive to effect reformattivould benefit the Reformers and possibly
the party as a whole. On the other hand, ‘Coopenateld hopefully reduce the public
attention to the party’s structural problems angstimcrease its electability, and give the
party a smoother-running campaign machine in tleduongng elections. Either way, the
Reformers choosing ‘Cooperate’ would end the gaanky vithout significant changes to
the party structure and with a united front. ‘Demfiaonn the other hand, would mean
increasing the internal pressure for reforms acts of party unity and would take the

game to the next node.

In the second node, the Reformers have chosenabénand the Elite have to
choose how to respond. There are two possibleegies. One is to give in to the demands
and make changes to the party power structure attampt to reunite the party as well as
increase its perceived responsiveness to publimanpi This would, however, reduce the
power of the Elite in the party and therefore iraddi politics. Considering this was what
ensured the political career of many of the palileFthe personal costs in surrendering
power could be significant even if it meant givihg party a better electoral outcome. This
strategy is called ‘Give In’. The other would beidgaore the demands, hoping that the
conservatism of the electorate and the party lgyaithe party machinery would ensure a
continued dominance of the Knesset. This would hlagebvious benefit of not requiring
any surrender of power, letting the Elite contitlueir dominance of the party but risking a
loss in the Knesset elections because of a lapdy unity and voter dissatisfaction. This
strategy is called ‘Ignore’. Either strategy wiicethe game, leading Labour to face the 1977
Knesset elections with either increased cooperdt@ween the party leadership and the
party machine as well as an improved public prafilevithout significant changes but
without reducing the internal dominance of theelrespectively.
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In its simplest form, then, the 1977 game looks this:

Figure 8.1: simple game tree

Reformers

Coop7 \Demand

Elite

Give | Ignore

8.6 Preferences

To solve the game, the game tree itself is noi@efit. We need to identify the
preferences of the actors. Looking at the gameetangl the different outcomes, this seems
reasonably straightforward. With three possibleontes, the actors’ preferences will be
given ordinal values of 1-3, with 3 being the mastferred outcome.

For the Reformers, the obvious preferred outcormelavbe to choose ‘Demand’ and
have the Elite choose ‘Give in’. This would givetm a more powerful position within the
party as well as hopefully increasing Labour’s aemnin the Knesset elections. This

outcome will be given an ordinal value of 3.

The second most preferred outcome for the Refamveuld be ending the game
early by choosing ‘Cooperate’. This is obviouslyi@ierior outcome to actual reforms, as it
will perpetuate the status quo and give no intepaaty benefits. However, this outcome
would at least preserve party unity before the Kaeslections, hopefully reducing public
attention to the internal party problems as welhasperceived lack of responsiveness.
Labour doing well in elections must be consideréeefit for the Reformers as well as the
Elite, and this outcome will therefore be givenoadinal value of 2.

The least preferred outcome would be choosing ‘Defntllowed by the Elite
choosing ‘Ignore’. This would not only mean no favable changes to the party structure,

but in addition the internal power struggle as vaslthe attention it would likely draw would
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weaken the party before the Knesset electionfiga@étriment of both actors. This outcome

will be given an ordinal value of 1.

Regarding the Elite, the most preferred outconabigously the Reformers ending
the game early by choosing ‘Cooperate’. As the aami group in the party and
subsequently in Israeli politics, the status quahine seen as favourable and the lack of
internal power struggle would mean a better pasitar the party in the elections. This

outcome obviously receives an ordinal value of 3.

Ranking the remaining two outcomes though, nanteyReformers choosing
‘Demand’ and the Elite responding with ‘Ignore’*@ive In’, is more problematic because
it depends on the electorate’s perception of tlkedLi The question is whether or not the
leading opposition party is considered a saferadtiere or a dangerous experiment. At this

point, it is necessary to introduce Nature to thme.

8.7 Introducing Nature

As discussed, one of Labour’s political advantagesd one of the reasons for the
political inertia in the Israeli political systemvas the status of the Likud. The Likud lacked
the close ties to the Jewish Agency and the Hiatddbour organization Labour enjoyed,
and therefore did not have dependents or loyatuisins that could be counted on as
political supporters to the same degree. It wapdrgy of Menachem Begin and the Irgun,
and therefore guilty of the challenge to the authi@f the WZO and later the newly
independent state culminating in the Altalena affaid the corresponding power struggle.
Perhaps as importantly, the Likud had no govereixuerience whereas Labour had
successfully, despite the 19chdal kept Israel standing through nearly 30 yearsaf w
with the Arab states. For these reasons, manylisied, more importantly, many
prominent Labour leaders did not consider the Liaudsponsible governing party and
therefore not a ‘safe’ choice for the electorated-@orrespondingly not a true threat to

Labour’'s dominance.

On the other hand, as already discussed, the lakja/ed quite a few benefits. It did
not suffer from “governing sickness” or corruptiscandals, it was blameless for the

problems of the Yom Kippur War, and it attractedeanographic dissatisfied with Labour’s
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economic policies. It had also grown significarftyn the number of seats its predecessor
lists had received in earlier Knesset electiond,\&ith the increasing statism the loyalty of
Labour’s dependent electorate was reduced. Witetdevelopments as well as the
increasingly vocal voter dissatisfaction with thebbur government, the Likud could well be

considered a ‘safe’ choice and therefore a truddesiger in the run-up to the 1977 elections.

That the Likud was gathering support while the duafparty was losing it can not
have been in doubt to any Israeli politician attihree, and it would be a continuation of the
trend from the previous two elections. The quesivounld be the degree of support the
Likud would get at Labour’s expense. This was,afrse, unknown before the elections but

it would still determine the payoffs from the Elgestrategies.

If the Likud was not considered a ‘safe’ choiceth plurality of Israeli voters, the
Elite could safely ignore the demands for reforrd keep the favourable party structure as
the electorate would still rally to the party déspnternal conflicts and negative perceptions.
A united front would be preferable, but with litthisk of losing power regardless of choice
of strategy choosing ‘Ignore’ would be preferaléGive In’ because it would not mean
giving up privileges and internal dominance faditditgain. ‘lgnore’ would therefore have an
ordinal value of 2. ‘Give In’, on the other handhwid mean needlessly losing some control
over the party, as an ‘unsafe’ Likud would not bédao truly challenge Labour. Losing

power in the party without real benefits would haweordinal value of 1.

If, however, Likud was considered a ‘safe’ chdimegoverning party, preferences
would change. Internal conflict and increased aitberto Labour’s problems would most
likely result in an electoral loss, which coulddisastrous for a party dependent on inertia,
dependents and institutional support for its eledtaictories. Losing personal privileges and
power would be preferable for the Elite to the péosing political dominance, as this would
risk political marginalization which would have mher cost than a restructuring of power
within the party. In this case, ‘Give In’ and sufygent party reforms, party unity and a
likely improved Knesset elections performance wdwdch more preferable strategy while
‘Ignore’ would, despite having obvious benefiteimally, be costly in the Knesset elections.
If the Likud was a ‘safe’ choice, ‘Give in’ woulcelgiven an ordinal value of 2 and ‘Ignore’

an ordinal value of 1.
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Considering the Elite’s differing payoffs betweade two subgames, we get the

following payoff table:

Figure 8.2: payoff table

Reformers| Elitd Reformers Elife
Cooperate 2 3 2 3
Demand-Give In 3 1 3 2
Demand-Ignore 1 2 1 1
Unsafe (p) Safe (1-p)

The Likud’s uncertain nature is at the heart ef1877 game, and will be represented
through the Nature node. This node divides the gatogwo separate game trees from the
start. The two possible strategies in the Natuderare called ‘unsafe’ and ‘safe’. ‘Unsafe’
will be given a probability of (p), and ‘safe’ agiability of (1-p). This gives a combined
probability for the two strategies of 1, recalcathto 100%, because there are no other
possible strategies. The Likud is a safe choicd,iemot. The question, of course, is how

high the actors consider the respective probadsliti be.

Introducing the Nature node and including the &joayoffs, we get the full game
tree of the 1977 game:

Figure 8.3: full game tree Nature

%m \ﬁ&p)

Reformers Reformers

Cooperate Demand C%t(\ Demand

2,3) Elite 2,3) Elite

7! | n\ire 74 Ir\gnore

(3.1) (1,2) (3,2) (1,1)
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8.8 Solving the game

The Mahapac Game is played on the extended fodhisatherefore solved by

backwards induction. To begin, we will solve th@tsubgames separately.

8.8.1The ‘unsafe’ subgame

If the Likud is considered to be ‘unsafe’, assugrine game progresses to its final
node the Elite will have the choice between aagyabf ‘Ignore’, for a payoff of 2, or a
strategy of ‘Give In’, for a payoff of 1. Given the payoffs, they will obviously choose
‘Ignore’ for the higher payoft.

There is no reason to assume that the Reformeosyikg full well what the stakes of
the game were and including experienced politicemsng their number, would not be
aware of the preferences and likely actions ofglite. If the Elite is going to choose
‘Ignore’ when faced with a strategy of ‘Demand’g thutcome will have a payoff of 1 for the
Reformers. The alternative is to end the game dmrishoosing ‘Cooperate’ for a payoff of
2. With the Likud considered no real threat therktile incentive for the party leadership to
give in to demands and a strategy of ‘Demand’ lk#ély only serve to weaken the party’s
Knesset representation with no real return. Iflttked is ‘unsafe’, then, the Reformers’ best
strategy is to end the game early and choose ‘GatgleThis gives us the following

subgame tree:

Figure 8.4: unsafe subgame solved

Reformers

Coop7 wmand

(2,3) Elite
Gi

\77{ \Ignore

(3.1) 1,2)
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If the Likud is not considered a threat, the outeashthe game would be the
Reformers choosing ‘Cooperate’ and ending the geanly with a payoff of (2,3). However,

this is not what happened.

8.8.2 The ‘safe’ subgame

If the Likud is considered ‘safe’, and assumingdghene progresses to its final node,
the Elite will have different preferences. Facethwie choice between surrendering power
in the party, ‘Give In’, or risk losing dominanae the Knesset, ‘Ignore’, ‘Give In’ in to the
demands of the Reformers will be the more preferatsategy with a payoff of 2 compared

to a payoff of 1 for ‘Ignore’.

Again assuming perfect knowledge of their opposigmieferences, in the first node
the Reformers are faced with a payoff of 3 fromgtrategy of ‘Demand’. The alternative
strategy of ‘Cooperate’ will have a payoff of 2. Wthe Likud considered a real challenge
to Labour’s dominance, then, blackmail in the fashdemands for reform is likely to work.

The rational choice would therefore be ‘Demandvjigg the following subgame tree:

Figure 8.5: safe subgame solved

Reformers
Coop?z \Demand
(2,3) Elite
Gve/l/ \\Ignore
(3.1) (1,2)

If the Likud is considered a threat, the outcorh¢he game will be the Reformers
choosing ‘Demand’ in the first node and the Elgsponding with ‘Give In’, for a payoff of

(3,2). Of course, this is not what happened either.
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8.9 Expected payoffs

As we have seen, the payoffs from the differemattsgies vary depending on the
Nature of the Likud —its electability. With Natubeing unknown to the actors at the time of
the game, as it is played before the Knesset elestihe players have to make their choices
on their perception of Nature and, as importartigjr belief regarding their opponents’

perceptions.

The probabilities of the two strategies in thelMatmnode are (p) for ‘unsafe’ and (1-
p) for ‘safe’. When making their choices, then,leactor will have to ascribe (p) a value
from O to 1 and thereby give the two strategiesraluined probability of 1. The higher the
probability of a strategy, the stronger is the egtbelief in that strategy being chosen —in

the Likud’s nature being one or the other.

With the probabilities for Nature we are able &bcalate the expected payoffs from a

strategy being chosen. This is done through tHeviihg equation:
E=(p)a+(1-p)b

E is the expected payoff for the strategy, (ghesprobability of the first outcome in
the Nature node and (a) is the corresponding pajfdffe strategy, (1-p) is the probability of
the second outcome in the Nature node and (bgisdiresponding payoftf.

Using this equation, we can find the expected fiayor the different strategies of

the two actors.
For the Elite, the expected payoff for choosing/&In’ is as follows:
E= (p)1+(1-p)2
E=p+2-2p
E=2-p

As we can see, the higher the probability of Liking ‘unsafe’ the lower the

payoff for choosing ‘Give In’.
For the Elite, the expected payoff for choosirgndre’ is as follows:

E=(p)2+(1-p)1
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E=2p+1-p
E=1+p

Unsurprisingly, the payoff for choosing ‘Ignor@creases as the probability of Likud

being ‘unsafe’ does.

Using these equations we can identify the cupofhts for the strategies, at which
value of (p) one strategy becomes superior to theroBy combining the equations we
calculate the value for (p) at the expected payariésthe same:

l+p=2-p
p+p=2-1
2p=1 [:2
p=0.5

If (p) = 0.5, then, choosing ‘Give In’ or ‘Ignores equally beneficial, if (p) > 0.5
‘Ignore’ is the rational choice and if (p) < 0.5i%@ In’ is the rational choice. In sum, if the
Elite believe there to be more than 50% chancé®Likud to be a serious electoral threat

then they will choose ‘Give In’, if it is less th&3% they will choose ‘Ignore’.

For the Reformers, the calculations are essential same, with one important
difference. Because the Reformers’ payoff from'Bemand’ strategy is dependent upon
the strategy chosen by the Elite, it is dependearihe Elite’s perception of (p) rather than
the Reformers’. This could be solved through theotuction of a second Nature node
representing the optimism of the Elite, but thismmecessarily complicated. Both groups
include experienced politicians from the same pamigny with similar political
backgrounds, and they will have access to the safmenation regarding the Likud’s
election campaign plans and position in the pdllee Reformers’ therefore have every
reason to expect the Elite to make a calculationlai to their own, and the Reformers’
evaluation of the uncertainty of the Nature node tberefore include the position of the
Elite. The outcome of Nature will not, after aledmme evident until after the end of the

game.

Like the Elite, the Reformers have to strategieslable. The payoff of the first
strategy, ‘Cooperate’, is independent of the valu@) and need to be calculated. The
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payoff from the second strategy, ‘Demand’, canddewated through the same equation as
above. The difference in approach is that the gayat dependent upon the Elite’s
perception of Nature. As we saw in the solved sates if the Elite believes the outcome of
the Nature node to be ‘unsafe’ they will choosedre’ for which the payoff for the
Reformers is 1. If, however, they believe the ootedo be ‘safe’ they will choose ‘Give In’,

with a payoff of 3 for the Reformers. This givesthe following equation:
E=(p)1+(1-p)3

E=p+3-3p

E=3-2p

The expected payoff from the ‘Demand’ strategytha Reformers is, as we can see,

higher the lower (p) is.

In order to calculate the cut-off value of (p) tbe Reformers, we get the following

equation:
2=3-2p

2p=3-2

So, if (p) = 0.5 the strategies are equal. If{j).5 the rational choice is ‘Cooperate’,

and if (p) < 0.5 the rational choice is ‘Demand'.

Having solved the two subgames and calculateéxpected payoffs, we can now

solve the Mahapac Game.

8.10 Solving the Mahapac Game

The outcome of the Nature node was ‘Safe’. Wheadawith the choice between the
strategies of ‘Cooperate’ and ‘Demand’ the Refostadrose ‘Demand’. The Elite responded
with ‘Ignore’, giving the least preferred outconoe both actors. Assuming rational
behaviour, how is this possible?
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Figure 8.6: full game solved

Nature
Unsafe (p) afe (1-p)
Reformers Reformers
Cooperate Demand Cﬁgte\ Demand
(2,3) Elite 2,3) Elite
7! In\ﬁre /Gi>e‘ Ir\gnore
(3.1) (1,2) (3,2) _(1.1)

The outcome is ‘Ignore’ with the payoffs (1,1)idtby no means a Pareto optimal
outcome as it could not, in fact, have turned ooits& for either. It is, however, a Bayes’
Perfect equilibrium as despite the unfavourable@ute the strategies chosen do represent
the best responses given the actors’ perceptioNsiire.

It is in these perceptions of Nature that the axgi@n for the outcome can be found.
The outcome of the Nature node, though possiblyaaisvin hindsight, was unknown to
both actors at the time. Hence, they were forcddde uncertainty and calculate expected

payoffs when choosing their strategies.

When faced with the choice of ‘Cooperate’ or ‘Deniahe Reformers chose
‘Demand’, obviously believing (p) or, at least, tBkte’s perception of (p), to be no higher
than 0.5. Put another way, the possibility of tileud being a serious threat to the Labour

party’s position was believed to be at least 50%.

The Elite, when faced with ‘Demand’ and quite pblsrather surprised by the
developments, chose ‘Ignore’ reflecting their bislidat the threat could not be more than
50% at most, with (p) of at least 0.5.
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Before we conclude the Mahapac Game, we will seettentify any dominant
strategies. This will be done in static form, bgntifying the outcomes ending the game and
their respective payoffs. As no actor has more thachoice that will allow the game to

continue, the static game is a simple one:

Figure 8.7: static game

Elite
Demand-Give In Demand-Ignote Demand-Giveg In  Derdgndre
Reformers| Cooperate 23 3, 23 2,3
Demand 3,1 P, 32 11
(p) Unsafe (1-p) Safe

As we can see, the Reformers have no dominanegyraRegardless of Nature, their

payoffs from ‘Demand’ are dependent upon the Hitesponse.

The Elite have no dominant strategy in the gamee\akole. However, they do have
weakly dominant strategies in the two Nature sulegarn the case of ‘Unsafe’, ‘Ignore’
will give as good or better payoffs as ‘Give Imdain the case of ‘Safe’ ‘Give In” will give
as good or higher payoffs as ‘Ignore’. The differenare hardly surprising given how, as we

have seen, the two outcomes of the Nature nodet dfffe payoffs.

8.11 Conclusions and aftermath

The Reformers made their choice expecting a paydf with the Elite giving in to
their demands rather than facing a potentially damgs rival with a divided party. The Elite,
on the other hand, chose their strategy expectpayaff of 2, willing to accept internal
dissent in order to keep their positions as theospion was not perceived as any real threat.
In this, it turned out, they were wrong, and thkud were in the end considered a safe
governing party by 33.4% of the electorate. Labouarthe other hand, faced the elections
without a united front and without the reforms thatild have redeemed its tarnished image.
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The party ended with 24.6% of the votes, a seemisigbng result but disastrous compared
to 39.6% in 1973 and 46.2% in 1969 (Knesset 2009).

The result of the Mahapac Game stems from a dusdatoulation. The Reformers,
though in hindsight correct about the Likud’s eddlity did not correctly estimate the
Elite’'s perceptions on the matter. These very peions, as they actually were, were wrong
and the strategy based on them ended the gaméhwitrery low ordinal values of (1,1) —in
hindsight the worst possible outcome for bothh#é Reformers had estimated the Elite
correctly (or, ironically, the electability of thekud incorrectly), the game would have
ended early with ‘Cooperate’ and leave the partyhaiunited front. If the Elite, when
challenged, had understood the actual outcomeedfitiure node they would likely have
chosen to instigate reforms and thereby unite #ngy@nd improve its image among the
electorate. Either of these would likely have imnya® Labour’s performance in the 1977
Knesset election, and even if not victorious theypaould have had a stronger position in

opposition.

The outcome of the 1977 elections did not resulf 6om the choices made in the
internal power struggle of the Labour party. Incetence, “governing sickness”, increasing
statism and scandals all played their part, ashidsuccessful Likud campaign and the fact
that a lot of time had passed since the heatedictsndf the Mandate era. The power
struggle was, however, undoubtedly the last chéme&abour party had to turn their
fortunes around, and due to lack of understandirigeochanging political climate they

failed to do so. For the next 29 years, the Likwild be the dominant party.

9.0 The Likud Era

9.1 The Begin years

Menachem Begin’s ascension to power meant a pnimester with a background as
a hardliner in Arab-Israeli relations, who believbdt the territories in the West Bank and
East Jerusalem occupied in the 1967 war shoulddmeporated into Israel proper and who
expressed readiness to defy even the United Statesiands that threatened Israel’s

interests were made. He did, as a result, opp@spldmned Geneva conference on the Arab-
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Israeli conflict as a hostile forum that would séekmpose demands on Israel (Metz 1990:

117-118). He was not the only one hostile to th&@@nce.

In November 1977 Anwar Sadat, president of Egfter éhe death of Nasser, took
the unprecedented diplomatic step of travellintstael to address the Knesset. Fearing that
an international conference would sacrifice theupoed Egyptian territories to facilitate
solving the Palestinian problem and possibly therreof Syrian territory, he sought to pre-
empt through a bilateral agreement. Despite Begessrvations on surrendering territories,
he eventually agreed. The 1978 Camp David agreetragted the Sinai for guaranteed
Israeli shipping access through the Suez Canathandtraits of Tiran, and effectively
removed the arguably strongest Arab state fronAthé-Israeli conflict through a peace
treaty (Metz 1990: 118-120).

Following the ejection of the Palestine Liberat@rganization from Jordan in 1970,
it established itself in Lebanon and the Palesthtsaiaeli conflict upset the already fragile
political balance. Civil war broke out in 1975, gkl followed by Syrian invention and the
disintegration of the state into areas under coofrthe sectarian militias, including the
PLO. In 1978, in a bid to end PLO incursions amdiaite the West Bank to prepare that
occupied territory for annexation, Begin ordereel ithvasion of Southern Lebanon. The
invasion failed to eliminate the PLO, and the Udidations forces installed shortly after
was an insufficient buffer. Learning from this nais¢ and increasingly worried over the
Syrian presence in Lebanon, Begin made an allianitethe Maronite faction in an attempt
to establish a stable, friendly regime. On Junkd82, Israel invaded Lebanon again, this
time reaching Beirut. After heavy civilian casueadtian agreement was reached that would
call for the evacuation of the PLO from Lebanone Nharonite Bashir Gemayel became
president in August but assassinated shortly aétetsy unravelling the alliance and
returning Lebanon to chaos. In 1983 the IDF withhdie®m Lebanon except a buffer zone in
the South where they would remain until Labour Rrivfinister Ehud Barak withdrew the
last forces in 2000. The same year, Menachem Begigned from political life as a result
of the failed Lebanon war (Cleveland 2000: 372-3H& was replaced by Yitzhak Shamir,

also from the Likud.
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9.2 The Palestinian Intifadas and the peace process

The 1984 elections and the Lebanon debacle lettteased support for minority
parties, and as a result Labour and the Likud faren&ational Unity’ government and
shared the Prime Minister’s post. The 1988 elestgaw the Likud return to dominance,

though with Labour participation in government fpart of the term.

Likud policies had led to an increase of Israettlements in the occupied territories,
which increased tension between Israel and thesthaibns. As a result, the first Palestinian
Intifada broke out in December 1987. The widesppatksts against Israeli occupation

began as largely nonviolent, but violence increasest time (Cleveland 2000: 458-462).

In 1992, Labour won the elections and Yitzhak Rdl#came Prime Minister.
During this term Arab-Israeli negotiations led he tOslo Agreement in 1993, which
outlined a five-year program of Israeli withdravaad increasing Palestinian autonomy,
leading to a final peace treaty. However, bombtheyHamas and religious Zionist
protestation, leading to the assassination of PNhmester Rabin, slowed the process down
until it ground to a halt with the return to povedrthe Likud under Binyamin Netanyahu in
1996. (Cleveland 2000: 483-499). The Oslo Agreerfieally collapsed with the Second
Intifada in the early 2000s.

In 1999 Ehud Barak and Labour returned to poweat promise to end the costly
occupation of Lebanon, which they did. His governhellapsed before the term ended,
and Ariel Sharon of the Likud became Prime Miniséepost he managed to retain in the
2003 elections.
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10.0 The Third Mahapac: The Kadima Game, 2005

10.1 Before the schism

After the 1967 Six Day War, security issues repthsocio-economy as the dominant
cleavage in Israeli politics and the main dividéAmen the left and the right (Sandler 2008:
42), as the conflict awakened the sleeping Ziatlestvage. In the 16th Knesset, the left was
dominated by Labour and the right by the Likud hvlte polarization of the Israeli party
system precluding the establishment of a stroniiqallcentre (Sandler 2008: 43).

The Prime Minister during the 16th Knesset wa®lsharon of the Likud, who
replaced Binyamin Netanyahu as party chairman aimdeFMinister candidate in 2001, and
defeated Labour Prime Minister Ehud Barak in thenBrMinisterial elections the same
year. In the elections to the 16th Knesset in 2@b&ron’s mandate was renewed in a new

election victory and significant defeat to the Labparty.

The Likud of the 16th Knesset had a strong hawkestt, receiving its support from
the portions of the Israeli electorate concerndti tie security issues that would stem from
territorial concessions, and with the ethno-natisteopposed to any territorial compromise
at all because of principle or religious faith (8kem 2008: 62). Because of this, the Likud
was naturally opposed to the Oslo Accords of tH#%%and united in its appreciation of the
collapse of the Accords in the early 2000s, buteheas still tension within the party
between the two factions as the mainstream of &y ancluding Netanyahu, realized that
at least some of the Palestinian territories wdadldost in an eventual territorial
compromise. At the same time, the Israeli elecéovads, despite the Palestinian Intifada,
becoming less extreme regarding security issueshasidhovement towards the political
centre led to greater public support for territbciancessions in exchange for peace,
including the withdrawal from settlements in Gand ¢he West Bank. Because of this, and
because of the pragmatic hawks’ wish to avoid tosecassociation with the extreme right,
the Likud never rejected cooperation with the Ral@s Authority completely but remained
firm in that the principle of reciprocity, of mutuegoncessions, should apply. As Netanyahu
stated in a statement to Knesset in 1997: "Thalfu¥nt of the agreement, the fulfillment of
the undertakings of one side will be dependent uperiulfillment of the other side. | do not

know any other interpretation of the word "agreethéBandler 2008: 62).
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In February 2004, the Likud was shook with Primiaister Sharon’s announcement
of the Disengagement Plan, the government’s planridateral Israeli withdrawal from
Gaza and parts of the West Bank. This was of caunaeceptable for the ethno-nationalists,
and for the more mainstream party it was a sigaificlivergence from the principle of
reciprocity which was supposed to ensure Israelisey. Despite general public support for
the plan (57% of Israelis supported disengagenmenpposed to 36% opposing it, according
to a poll from the time of implementation in Aug@§t05 (Sandler 2008: 23)), its deviation
from traditional Likud policy was strong enoughttivathe May 2004 party referendum on
the Disengagement Plan, it was rejected by the/ paembership by 59.8 to 39.5 percent
(Sandler 2008: 63). This rejection was most likeelshock for the Sharon government which,
knowing the support in the public, assumed sintikands within the party or at least party
loyalty to the government. This was the first clagtween the government and the party,
and through 2004 and 2005 the conflicts escaléedarch 2005, the government faced
opposition to their government even from their qvanty, and in August, just before the
Disengagement Plan he had voted for were to beeim@hted, Finance Minister Netanyahu
resigned from government only to, later the samatimannounce his candidacy for party

chairman and Likud Prime Minister candidate.

10.2 The Likud fragmentizes

On August 7 2005, Finance Minister Netanyahu resigirom his government
position shortly before the implementation of thedhgagement Plan that had the
Knesset'’s, but not the party’s, support. This edmen accusations of deserting his
responsibilities from Sharon. On August 30, he a®d his intentions to challenge Sharon
for the party leadership and Prime Minister cancydaefore the next elections, scheduled
for November 2006, accusing Sharon of taking thréyga the left and abandoning the
traditional principles of the Likud (Sandler 20@%). This is the beginning of the Kadima
Game.

The two men, not the only candidates for the chanship but the only realistic ones,
were much alike in many respects. Both were loagdihg members of the Likud,
associated with the party’s political right. Bothchserved many years in the Knesset,

Netanyahu since 1988, Sharon since his retirenment the IDF in 1973, and had been
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members of different governments during the Likutbsninance since 1977. Netanyahu
held the chairmanship from 1993 until he was defat the party elections by Sharon in
1999, and served as Prime Minister for the par86199. Netanyahu had a record as a hard-
liner in the Israeli-Palestinian relations, Shahawl a distinguished military career and had
won great public and party support in his handbhthe Second Intifada during his term as
Prime Minister (Sandler 2008: 62). He was alsoifigantly older than Netanyahu, being 77
years old to the latter’s 56, a fact that was oheamportance in the subsequent events.

Another difference between the two men, evidenualts in the month after
Netanyahu’s resignation but hardly unknown to eittehe time, was the differences in
popularity. Due to the skepticism with which thé&uWd membership received the
Disengagement Plan, Netanyahu had the most suippitye Likud but at the same time
Likud under Sharon would do significantly bettethe general elections due to his being
perceived as a more moderate candidate —a faatablt well be used to his advantage in
the party elections (Sandler 2008: 23-24) as l@stability could make him the preferred

candidate for party members whose personal views wleser to Netanyahu's.

After Netanyahu’s resignation and subsequentreatfination, attacks between the
two candidates and their supporters increased.rAsudt, speculations abounded about a
split and the establishment of a new party, méstyibased around Sharon. They were
rejected by Sharon’s spokesmen, and Netanyahudalidéoyalty to the party (Sandler
2008: 24-25). In September, Netanyahu attemptéave the Likud elections, scheduled for
April 2006, forwarded to November 2005. The moves \Wkeely an attempt to profit from his
lead in the Likud party polls, but was narrowly elted in the Central Committee vote. In
response to this defeat, when Sharon made a leiast® his position for the remainder of the
period by nominating supporters to minister pastslovember, Netanyahu’s supporters

used their positions in the Knesset to reject biminations (Sandler 2008: 26).

On November 20, shortly after Amir Peretz wastel@chairman of the Labour
party, Labour left the Likud-led government. Thédwing day, Sharon asked President
Moshe Katsav to dissolve the Knesset and schedule eections in March 2006, and
immediately left the Likud to form an as-yet unnahparty (Sandler 2008: 26-27). This, as

will be shown, ends the Kadima Game.
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10.3 Aftermath

Sharon’s new party, eventually named “Kadima” {ikard”), attracted support not
only from Sharon’s old party but also from Labdshimon Peres, Labour Prime Minister
1995-96, was the most prominent of these. In this,ggadima was shown to have attracted
large numbers of Labour voters in addition to tregamty of Likud voters Sharon brought
with him, as both Labour and Likud dropped dranadfycand Kadima became the largest
party. Even after Ehud Olmert was elected chairmalanuary 2006 after Sharon suffered a
stroke and was removed from politics, Kadima cargahto rise in the polls (Sandler 2008:
28-30).

In the Likud, the immediate aftermath of Shardeaving was a rush for leadership
positions as Sharon supporters left for the newlyatled Kadima and chairman elections
had to be forwarded. The power struggles was dinengd by the suspicion that Sharon
supporters would remain in the party as “Trojarsket, a suspicion that was confirmed
when a member of the campaign publicity team ftadima shortly after his
appointment. With many prominent members leavingtaNyahu was elected chairman with
a clear mandate (Sandler 2008: 27-28, 64-65) detet party losing even right-wing

stalwarts considered natural allies of NetanyaFaction to the Kadima.

In the March 2006 Knesset elections, Kadima woseis with 22.02%, Labour
won 19 with 15.06%, and the party of the previoagegnment, the Likud, was crippled at
8.99% and 12 seats, the same number of seats\aadvetes than the religious Shas party
(Sandler 2008: 3). The leadership conflict betw8baron and Netanyahu, ostensibly over
the Disengagement Plan and Sharon’s taking thedLi@wards the centre, had given Israel

its first Centre government.

68



10.4 The Kadima game

The above chronology of events gives us enoughrimtion to identify a number of

nodes from which we can build the basic structdithis game.

Given Sharon’s position as party chairman and PNfimester, he was undoubtedly
satisfied with the status quo. After all, he wasa iposition to use his personal popularity and
governing majority to decide policy despite pantyics, as his drive for the Disengagement
Plan against the will of the party majority shoWsiothing had happened, it seems most
likely that Sharon would enter the Knesset elestiwith the Likud, pushing policy towards
the political centre. Sharon, then, would hardlkenthe first move in this game.

Hence, the first move belongs to Netanyahu. ItesaNyahu who, seeing the
discontent within the party, makes a choice on tetdr not to challenge Sharon’s
leadership. This is the first node in the gameaNghahu has effectively two options to
consider. The first option, called ‘Status Quotlie following analysis, represents him not
challenging Sharon’s leadership of the Likud anckating his position in the party. This
option ends the game immediately and leaves Shanower of the party. The second
option, called ‘challenge’, would be to resign fréws position in the government and stand
for chairman elections in an attempt to wrest posfeghe party, and subsequently the
government, from Sharon. This would continue th@g#o the next node, forcing Sharon to

make a decision on how to respond.

The second node is Sharon’s response to Netanyadsrship challenge. Sharon
has two options at this point, either to leaveltik@id with his supporters and start a new
centre-oriented party or to take up the challengeran for chairmanship elections against
Netanyahu. A third option, resigning from the chanship while remaining in the Likud,
could be argued as a possibility but hardly a séalbne at this point. It would mean a loss
of prestige and, equally important, political maagization within a party that disagrees
with his policies. At the advanced age of 77, Shatiol not have the time to accept defeat
and bide his time until the next change of partyn@m. Leaving the party, however, would
mean capitalizing on his personal popularity amttalbility, the public support for the
Disengagement Plan and the lack of competitiohenpolitical centre where his more
moderate stance belonged, and could gain him éigosif power without being dependent

on the Likud. He would, however, have to do withthé established party machine and

69



voter base of the Likud. This option is called ‘kkedarly’. If Sharon chose to leave the
party, the game would end with the establishmeiat méw party under Sharon and
chairmanship elections in the Likud which Netanyalowld be likely to win. Alternatively,
taking up Netanyahu’s challenge would lead to tket mode, chairman elections between

Sharon and Netanyahu. This option is called ‘Fdeet®ns’.

10.4.1 Introducing Nature

The third node, elections for Likud chairman, inlmoes uncertainty to the game. Up
to this point, the results of the actors’ choicaséhbeen quite clear. Elections, however, are
seldom certain. Netanyahu had greater supportmitie party because of the ethno-
nationalists’ and the right wing’s disenchantmerthvharon, but Sharon still had
significant support and the benefit of being farenpopular in the public at large, which
would attract support from the party members camegwith winning the Knesset elections
first and foremost. There were, of course, othedaates, but only Netanyahu or Sharon
could reasonably be expected to win. This nodedéas two options, ‘Sharon Wins’ and
‘Netanyahu Wins’ (shortened to ‘S Wins’ and ‘N Winsspectively), but which is chosen is
unknown to the actors until it happens. They canvdver, predict their own and each
others’ actions in either case as there is no retsbelieve either actor to be misinformed

about the other’s preferences in this game.

If Sharon wins, he will have a renewed mandatelferLikud chairmanship and little
incentive to make significant moves except streagthis position and prepare for the
upcoming Knesset elections. The next choice wilNeéganyahu's. He has, in essence, two
options: He can stay loyal and bide his time withia party, called ‘N Loyal’ in this
analysis, or he can leave to start a new list,igpfo attract right-wing voters and ethno-
nationalists unhappy with Sharon’s direction, chlld Leave’. With the struggle for power
in the Likud over for now and the losing actor eitBstriking out on his own or deciding to

remain loyal, either choice will end the game.

If Netanyahu wins, the result will mirror the abo&e will have the chairmanship
and the party’s Prime Minister candidacy for th@@@lections and be more concerned with
this than with continuing the power struggle withefn, a struggle he’s already won.
Sharon, on the other hand, will need to decide twolandle defeat. His options will be the
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same as Netanyahu'’s if their positions were rewvkiise can choose to leave the party to
start his own list with the same goal as in the@sdmode, called ‘'S Leave’, or remain with

the party, called ‘S Loyal'. Again, either choicdlwend the game.

This structure gives us the following game tree:

N
Chaley &Challenge
S

(status quo)

Figure 10.1: game tree

Leave Earl Face Elections

(S leaves early) Nature

S N
S LV Kmyau N 7! \\l Loyal

(S leaves) (S loyal) (N leaves) (N loyal)

10.5 Preferences and Payoff Tables

The game tree, however, tells us little by itséd.solve the game, the preferences of
both players for each possible outcome must belledézd. Although there is uncertainty
about the chance of each outcome occurring, theedharae is uncomplicated enough that it
is reasonable to assume that the actors were afvatiethe different outcomes and so could
rank their preferences ahead of acting. Also, Hraayis played within a single political
party between actors who are both experienced@atis and should be well aware of each

others’ position and thus each others’ preferenties.sole complicating factor for the
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players is the uncertainty regarding the electidstate the outcomes, then, we must
ascribe a preference value for each actor to eassille outcome. Since there are 6 possible
outcomes, the values will be from 1 to 6, 6 belmgmost preferable. These are ordinal
rather than nominal values, as their relative wingfis of little importance in this analysis

compared to their ranking.

For Netanyahu, the preferred outcome would obWooes his defeating Sharon in
the Likud elections, and Sharon remaining loyaht party. This would give him the
chairmanship and at the same time avoid losing premt members and subsequently votes
to another party, which should compensate for lgatoraccept the presence of a party

opposition. This outcome is given an ordinal vadfié for Netanyahu.

Netanyahu’s second preference would be Sharomigaster losing the elections.
Netanyahu would be in power, but the loss of Sharahhis supporters would lose the party
prestige and votes and would therefore reducealtg’s chances in the Knesset elections
compared to if the party opposition remained logadking it a less favourable outcome than

the above. This outcome is given an ordinal valug for Netanyahu.

His third preference would be for Sharon to letheeparty without standing for the
chairman elections. As above, this would leave Nghu in power but likely hurt the
Likud’s Knesset representation. The main differetacine above outcome is that, without
the strain of internal elections and subsequestdbprestige when losing, Sharon’s
departure would most likely damage the Likud mbantif he were to leave the party after

the party elections. Therefore, this outcome i®gian ordinal value of 4.

The fourth preference would be to lose the elestiout remain within the party.
While far inferior to getting the chairmanship, teaging Sharon and losing would at the
very least be a statement to the party that woopefully cement Netanyahu’s position as
the leader of the internal opposition, and at bestduced mandate would damage Sharon’s
standing within the party and thus prepare the muidor Netanyahu’s victory in the next
round. Unlike Sharon, Netanyahu could, at age B6rdto bide his time. This outcome is

given an ordinal value of 3.

Netanyahu’s fifth and second-last preference waeldo accept the status quo and
remain with the government without challenging $h& position. This would be the most
beneficial outcome for the party, which would avdidisive leadership struggles while
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retaining the leader with the most appeal to oetsmters, but not for Netanyahu personally.
By not challenging Sharon’s position his positieieader of the internal party opposition
could be compromised, and his chances of retutiimgwer in the Likud would be less
than if he challenged —especially as his suppostla=yely based on the traditionally
hawkish and ethno-nationalist party segments, wiviete unhappy with Sharon and looked
for a change in party leadership. With this in mitigs outcome is given an ordinal value of
2.

Netanyahu’s sixth and least preferred outcome evballeaving to form a new party
after losing the party elections. His base of suppas, to a large degree, traditional Likud
voters and segments of the Likud party machine,enite a specific subgroup these were
votes he could not depend on following him if hi¢ fiee party. With the volatility of the
Israeli party system he could most likely expedbécelected as an independent, but that
would hardly carry the same weight as being thddeaor even an important member, of a
major party. Because of this, and because of hsgipn as heir apparent to the Likud,
waiting and planning ahead would most likely beextpd to give better payoffs. This

outcome is therefore given an ordinal value ofriNetanyahu.

Sharon’s expectations are, to some degree, amirifdetanyahu’s. His preferred
outcome would quite obviously be for Netanyahutonathallenge in the first node. Sharon
already had the leadership of a major Knesset partyell as a significant following outside
the party, if he remained party leader of a reaslynanited party he would be a strong
candidate for Prime Minister in the upcoming eleasi. Also, of all the possible outcomes,
this carried the least risk for his political cardeseems obvious that this outcome should be

given an ordinal value of 6.

His second most preferred outcome would be tothennternal elections and for
Netanyahu to remain loyal to the party. Althoughawgyahu’s challenge would cause some
internal division, he would still have the partychane and party electorate as well as his
external support behind him in the upcoming elediand could expect to do well. This

outcome is given an ordinal value of 5 for Sharon.

Sharon’s third preferred outcome would be to i internal elections and for
Netanyahu to leave. While a problematic opponetttiwithe party, Netanyahu had strong

support among segments of the traditional Likudtelate and would most likely bring a

73



significant number of voters with him to a new listanother party. Therefore, his leaving
would be less appealing to Sharon than if he reetbioyal to the party, but at least Sharon
would remain head of the Likud and able to berfedin its voter base and party machine.

This outcome is given an ordinal value of 4.

Sharon’s fourth preferred outcome would be todete Likud before the internal
elections. This was, for the aforementioned reasam®bviously less attractive outcome
than remaining leader of the Likud. However, with $trong support among the voters and
his considerable following within the Likud, he ¢deount on being reelected and most
likely do reasonably well. Remaining within the utkafter losing power would most likely
marginalize him for the rest of his political cares he could ill afford to play the waiting
game due to his advanced age. If losing the elestieas likely, leaving beforehand would
have a number of benefits. First, it would saveetimefore the Knesset elections —time that
would be needed to build a new party or electasal $econd, he would not have to spend
political capital and exhaust his supporters’ favioefore the Knesset elections, likely
strengthening his support from ex-Likud memberstdihe would avoid losing, most likely
making him more electable as well as making his pakty a more “legitimate” haven for
dissatisfied Likud members as he wouldn’t seemailgoor loser. Thus, this outcome is

given an ordinal value of 3.

Sharon’s fifth and second last preference woultbdeave the Likud after losing the
internal elections. Like the fourth outcome, thisuld avoid marginalization. However, he
would likely have spent time, political capital aswpport he could ill afford before losing,
and as a result his new party’s Knesset positionldvinost likely be weakened compared to

his leaving earlier. Therefore, this outcome isgian ordinal value of 2 for Sharon.

The sixth and least preferred outcome would kstag with the Likud after losing the
internal elections. As already mentioned, withgositical rival as head of the party he
would have to expect political marginalization gmme time —an unattractive position due to
his advanced age, especially given the likely Sopeiternatives at hand. This outcome is

given an ordinal value of 1.
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The above list of preferences gives us the folhgapayoff table, where N is

Netanyahu and S is Sharon:

Figure 10.2: payoff table

Netanyahu Sharon
Status Quo 2 6
Leave Early 4 3
S Leaves 5 2
S Loyal 6 1
N Leaves 1 4
N Loyal 3 5

Introducing the payoff table to the game, we petfollowing game tree:

N
Chaley \KChallenge
S

(2,6)

Figure 10.3: game tree with payoffs

Leave Earl Face Elections

(4,3) Nature

S N
S L&7 Kl_oyal N 7/ \\l Loyal

(5,2) (6,1) (1,4) (3,5)



10.6 Introducing Nature: the Likud elections

The actors in this game, Binyamin Netanyahu anidlAharon, make their decisions
with knowledge of the possible outcomes and théepeaces of themselves and each other.
However, there is still uncertainty about the oatecdue to the unpredictability of the
internal Likud elections. This is represented by ature node.

Nature forces the actors to evaluate the respectiances of the different
outcomes, in this case whether Sharon or Netany@hwin the Likud’s internal elections,
and weigh the chances of each outcome againstekjéacted payoffs. The probable
outcome of Nature will therefore affect the actaisoices in the earlier nodes. Since
Nature’s outcome determines the actor in the falgvand final node of the game, it is
useful to start by solving the Nature sub-games & simple game in itself, with each actor

having just one choice that leads to a final outeom

For Sharon, a payoff of 2 (S Leave) is preferabla payoff of 1 (S loyal). He will
therefore opt to leave the party, giving a payéffs?2). If, however, Sharon wins the
elections Netanyahu will have the choice betwepayoff of 1 (N Leave) and a payoff of 3
(N loyal). He will choose the more preferable gy a payoff of (3,5). Since Nature has
already decided who won the Likud elections andetioee which actor gets to take the next
choice in the game, the outcomes of the competanggeps alternatives are of course

irrelevant to the actor at this point. They aréeraéll, no longer viable outcomes.

The Nature subgame solved looks like this:

Figure 10.4: Nature subgame solved

Nature

W \%S(l-p)
S N
SL&7/ )Yoyau N 7@( \
(5.2)

N Loyal
(6,1) 1.4) _(3.5)
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However, these outcomes, although final, are ddgoeron Nature. They are,
therefore, uncertain. In order to solve the ganmeneed the actorgxpected payoffom the
Nature node: the payoff for the outcomes of theseghent nodes dependent of the chance

of that outcome occurring. The equation for eadbras as follows:
E=(p)a+ (1-p)b

Where E is the expected payoff, (p) is the charfi¢keofirst outcome and (a) the payoff for
that outcome, (1-p) is the chance of the seconcbout and (b) is the payoff for that
outcome. This gives us these equations for theabtors, when their respective payoffs are

factored in:
E(Netanyahu) = (p)5 + (1-p)3
E(Sharon) = (p)2 + (1-p)5
Solving the above equations, we get the following:
E(Netanyahu) = (p)5 + (1-p)3
E(Netanyahu) =5p + 3 -3p

E(Netanyahu) =2p + 3

E(Sharon) = (p)2 + (1-p)5
E(Sharon) =2p + 5 -5p

E(Sharon) =5 -3p

The expected payoff for Netanyahu is, as we canZet+3, giving an expected
payoff for Nature of between 3 (if he expects (pegual O, meaning no chance of winning)
and 5 (if he expects (p) to equal 1, meaning aestaitory). Unsurprisingly, the higher the
chance of electoral victory ((p)) the higher thpeoted payoff for Netanyahu.

Sharon has an expected payoff of 5-3p, givingxgeeted payoff for Nature of
between 5 (If he expects (p) to equal 0, a cexti@itory) and 2 (meaning an expected (p) of
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1, a certain loss). Mirroring Netanyahu’s expedgiagloff, the lower the chance of

Netanyahu’s victory (p) the higher the expectedofiaypr Sharon.

The next question, then, is how these expectedffsagompare with the certain
payoffs for alternative outcomes. Although the ffioatcome of the Nature node is
uncertain, looking at how the Nature node at déife¢values of (p) compares with the
alternative choices for the actor is necessarysaio be able to explain the actors’ choices
and thus solve the game. Since Sharon is the onadedides whether or not the game

proceeds through the Nature node, we will begi Wwim.

If Sharon gets to act in the Kadima Game, his rmposferred outcome of Status Quo
is no longer an option. His choices at this pometlaeaving Early or Facing Elections.
Leaving Early has an ordinal value of 3, Facingcktss an ordinal value of 5-3p. With (p)
still being uncertain at this point, it is necegdaridentify at what value of (p) one choice is
preferable to the other. By substituting E in thewee equation of Sharon’s expected payoff
for Facing Elections with the payoff for Leavingriyawe can identify the value of (p) for
which the two alternatives are equally good. Thie8haron perceives (p) to be lower than
this it is rational to choose Face Elections arfteiperceives (p) to be higher than this it is

rational to choose Leave Early.
The equation, then, is 3=5-3p. Solved, it looks lhis:
3=5-3p
3-5=-3p
-2=-3p |:-3
P=0.67

From this, we see that if Sharon perceives (fpetequal to 0.67, meaning the chance
of Netanyahu’s victory in the Likud internal elewis is 67%, the payoffs from both
alternatives have an ordinal value of 3 and areethee equally beneficial. If he considers
that (p)<0.67, it follows that the expected payodin choosing ‘Face Elections’ is higher
than 3 and therefore higher than the expected p&ygoh ‘Leave Early’. In sum, if Sharon
believes he’s got a better than 33% chance at winthie elections he should choose to face

them, if he believes his chances are worse thenatichoice is to leave early.
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For Netanyahu, although the procedure is fundaatigrihe same it is also more
complex. Because he is dependent upon Sharonanactwhich in turn are dependent upon
Sharon’s perception of (p)- there are three possiliernatives with corresponding outcomes
and payoffs to consider when Netanyahu makes fisisrfiove, the outcomes following ‘Face
Elections’ and the Nature node being combined tiloexpected payoff calculated earlier.
These are Status Quo (ordinal value of 2), ‘LeaadyE(ordinal value of 4) and ‘Face
Elections’ (ordinal value of 2p+3).

Because Leave Early has a higher ordinal value $tatus Quo, it is the least
interesting outcome at this point. What matterisliétanyahu’s decision-making is whether
or not Face Elections, with the uncertain outcombetter than Status Quo. If it is, then
‘Challenge’ will always be a better choice thant@&aQuo. If it is not, then he will need to

take Sharon’s preferences into consideration. EWlag, the result is dependent upon (p).

As with Sharon’s equation above, we can identifylaich value of (p) the two
alternatives —Status Quo and ‘Face Elections’egrelly beneficial to Netanyahu by

substituting (p) for the expected payoff in his ested payoff equation:

2=2p+3
2-3=2p
-1=2p [:2
p=-05

This equation proves what careful reading of theg tree will already have shown:
That, as a result of Netanyahu'’s least preferrédomne being one of the alternatives
Netanyahu himself can choose —or decide not tos#as is more likely- and his second
least preferred outcome being Status Quo, it Wilbgts be preferable to choose ‘Challenge’
regardless of the perceived value of n. In fackess(p) is -0.5 or lower, an obvious
impossibility given that (p) represents a perceateagance, ‘Challenge’ will be a superior
choice to Status Quo. Given this, it should comeasurprise if Netanyahu does not decide

to wait patiently in the wings.
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10.6.1 For the sake of argument

However, just for the sake of argument, we camupdhe equation of the expected
payoff for Netanyahu’s choosing ‘Challenge’ oveat8s Quo. The equation will be of the
above formula, E=(p)a+(1-p)b, with (a) being thgqfafor Sharon choosing Leave Early
and (b) being the payoff for his choosing Face tidec Since this is an equation with two
unknowns, both the chances of Sharon choosingratiti®mn and the payoff for Face
Election being unknown to Netanyahu at this poard,will substitute (x) for the (p) in the
latter formula. The formula, then, is the followire=(x)a+(1-x)b. The equation looks like
this:

E =(X)a+ (1-x)b

E = (x)4 + (1-x)(2p+3)

E = 4x + (2p+3) - (2px+3x)
E=4x+2p+3-2px-3X
E=x+2p-2px+3

Of course, with two unknowns this expected pajmiin Netanyahu’s choice of
Challenge does not tell us much. In order to gaeaningful comparison between the
alternatives, which is after all the objective, afie¢he unknowns has to go: either the
unknown chance of election outcome, or the unknolaance of Sharon choosing one action
over the other. Assuming Netanyahu was indeed aofeBbaron’s preferences, though, he
would also know at which value of (p) —at what atenf election loss- Sharon’s choices
would be equally beneficial, translating to a S08arce of either action. If (p)=0.67, it
follows that (x)=0.5. Substituting numbers for &g in the equation, Netanyahu gets the

following expected payoff for Challenge —given (p)&7, of course:
E=x+2n-2px+3

E =0.5+2(0.67) - 2(0.5)(0.67) + 3

E=4.17

So, given an expected 67% chance of Netanyahungrhe elections, as perceived

by Sharon, Netanyahu would have an expected paydffL7 on challenge. In the same
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vein, assuming that if Sharon is certain of loging 1) then he will undoubtedly choose
‘Leave Early’ (x = 1) and if he is certain of wimg (p = 0) he will choose Face Elections (x

= 0), we get the following equations:

Ifp=1: | If p=0:
E=x+2p-2px+3 | E=x+2n-2px+3
E=1+2(1)-2(1)1)+3 | E=0+2(0)-2(0)03
E=1+2-2+3 | E=2-2+3

E=4 | E=3

Unsurprisingly, the expected payoffs for choostiwllenge in these instances both
match perfectly the payoffs for Sharon choosingvieeaarly (4) and for Sharon choosing
Face Elections, winning, and Netanyahu choosingyidll(3). This exercise is, however,
largely academic for the reasons already mentioAay:likely outcome of ‘Challenge’ is
preferable to Status Quo because Netanyahu wiltydwave the choice whether or not to
leave the party (N Leave), his least preferred @uie, and Status Quo is his second least

preferred.

Having solved the Nature sub-game and discusseexpected payoffs from Nature

for both actors, we can return to the greater Kadidame.

10.7 Solving the Kadima Game

After identifying the different nodes and the aitives at each node, as well as the
preferences of each actor regarding the possilimes, can now solve the game. To do
this, we will work backwards and eliminate the sagtimal choices for each actor. We'll

start by repeating the Nature sub-game:
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Figure 10.6: Nature subgame solved, again

Nature

W W-p)
S N
S L&7 >§Loyal N I7( \
(5.2)

N Loyal
(6.1) 1.4) _(3.5)

As already seen, this game gives Netanyahu arceegpayoff of 2p+3 and Sharon
5-3p, making payoffs dependent on the value o&(pl, therefore, the attraction of ‘Face
Election’ dependent on the actor’s perceived chafeanning the elections —the perceived

value of (p).

For Sharon, then, assuming Netanyahu choosese@balin the first node, the
guestion is whether or not to choose ‘Leave Egpgyoff 3) or ‘Face Election’ (payoff 5-
3p). As already discussed, if (p) is perceivedd®I67 these are equally good, if it is higher
than this Leave Early is preferable and if it ivéo than this Face Election is preferable. The

guestion, then, is Sharon’s perception of his chariavinning the Likud internal election.

Despite an increasing acceptance of territorisl@mise in the electorate and even
within the Likud, the party referendum on May 402(roved that Sharon’s unilateralist
stance concerning the Disengagement Plan was amdby even 40% of the party
electorate (Sandler 2008: 63). This unexpectedriasst have given him pause, especially
because of his rival’'s stance matching the partypnta. As dissent grew after the
implementation of the Disengagement Plan and camaehead with the attempt at forcing an
early leadership election in September and theegjuent sabotage of his appointment of
Zeev Boim and Roni Bar-On to the Likud Knessetitactn November, Sharon could
harbour little doubt that there was significantoi for a change of party leadership. He

would have good reason to conclude that his chasfdesing the internal elections were
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worse than 67% and so Leave Early would be themalkichoice. As we know, this was the

action he took.

Because of the three and a half month delay betWe¢anyahu’s first node and
Sharon'’s first node, it is likely that Netanyahp&rception of his popularity and, as
importantly, his perception of Sharon’s perceptbiNetanyahu’s popularity, changed
somewhat with the events in the interim period. ldo&r, as we have already seen,
regardless of his electoral chances Challenge weiicbnsidered the better option, though
with the events preceding his resignation and ehgk he would have good reason to be
optimistic. His rational choice of action, which svalso the action he took, would therefore

be to challenge Sharon.

Solved, the Kadima game tree looks like this:

N
Chaley &Challenge
S

Figure 10.7: Kadima game solved

(2,6)
Leave Earl Face Elections
(4,3) Nature
N Wins Wins (1-p)
S N
S Leav S Loyal N 72( \I Loyal
(5.2) (6,1) (1,4) (3,5)
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As we can see, the outcome is ‘Leave Early’, whihpayoffs (4,3). This is also a
Pareto optimal outcome (as are, in fact, all tkelyi outcomes if we don’t consider ‘Sharon
Loyal’ or ‘Netanyahu Leaves’ to be likely), as nine outcome can give a higher payoff for
one actor without reducing the payoff for the otfidris game also represents a Bayes’
Perfect equilibrium as the strategies chosen arédst responses given the actors’

perceptions of the unknown factor, their respeativ@nces of victory in the Likud elections.

The final question regarding the Kadima Game gsidentification of dominant
strategies. In order to do this, it is useful towert the game to the static form. To do this,
we identify the outcomes ending the game availablach actor. These are, of course,
dependent upon the game progressing to a certaihaul therefore dependent upon the
choices of the other actor, but due to the reltisample nature of the game these are not
problems. There is, for each actor, never more ¢imenchoice that will let the game
continue, and therefore the outcome of ‘N Leavies’instance, will have to be preceded by

‘Challenge’ and ‘Face Elections’. In the staticrfigithe Kadima Game looks like this:

Figure 10.8: static game

N Wins S Wins
S S
Leave Early| S Leaves S Loypl Leave Egrly S LegvBdoyal
Status Quo 2,6 2,6 2,6 2,6 2,6 2,6
N [N Leaves 4,3 5.2 6,1 4,3 14 1.4
N Loyal 4,3 5.2 6,1 4,3 3,5 3,5
p (1-p)

Looking at Netanyahu'’s options, then, it is cldeat ‘N Loyal’ —choosing
‘Challenge’ in the first node and then choose ‘Lbifdhe game progresses to his second
node- will be a weakly dominant strategy. It wide higher payoffs than Status Quo
regardless of the strategy chosen by Sharon, the payoffs as ‘N Leaves’ if Sharon

chooses ‘Leave Early’ or Netanyahu wins the elesti@and higher payoffs than ‘N Leaves’
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if Sharon wins. From this, it follows that ‘Stat@Qsi0’ is strongly dominated and ‘N Leaves’

weakly dominated by ‘N Leaves’.

Sharon, on the other hand, does not have a domstratn¢gy since his strategies to a
larger degree is dependent upon the outcome ddntions. ‘Leave Early’ is weakly
dominant (since it the payoff if Netanyahu chod§gatus Quo’ will be the same regardless)
as long as Netanyahu wins, but in the case of 8hanmning the elections both 'S Leaves’
and ‘S Loyal’ (which are the strategies leadingdgiting the very elections he’s won) are

superior. It all then, again, comes down to Sha@erception of (p).

10.8 Kadima Game: Conclusions and aftermath

With the internal party dissent in the autumn @2, Netanyahu’s choice to
challenge Sharon seems an obvious one. Considasdrgpsition in the party at the time,
there was simply little risk involved with poterbasignificant gains. The key to this is, of
course, that even if losing the elections he watiidngthen his position because he could
always avoid his least preferred outcome. The pntyplem of any significance, it seems,
would be the conflict weakening the party relativets rivals. However, considering the fact
that this conflict was over the Likud’s core tenetsecurity and territory, and their
importance both to Netanyahu’s political views adl\as those of his supporters,
challenging Sharon seems the rational choice evitromt considering the personal political
gains. Challenging and opting to stay loyal in cafsan (increasingly unlikely, as the game
progressed) electoral loss would net him the bessiple result regardless of the actions of

Sharon and the Likud electorate.

For Sharon, as we have seen, the situation was coonplicated. Since he did not
start the game, his options were of course morigddnHe did not, for one, have any say in
whether or not his preferred outcome, Status Quicearlatively united party preparing for
the Knesset elections, would be chosen. In additi@potential election results played a
much greater role in his strategy because, unlig@hy/ahu’s, they would actually determine
which alternative in his first node would turn ¢otbe superior. With the events leading up
to this node in mind, and considering his age aptbhable wish to minimize risks (well-
founded but ultimately meaningless, as it turnet), deaving the Likud to start a new party

as soon as possible was the rational choice.
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As a result of the Kadima Game, Sharon left thaudlito found a new party, Kadima,
with old allies from Likud and members of othertpes including Labour. Netanyahu went
on to win the Likud internal elections. Sharoni®ke in January 2006 removed him from
politics and made former Likud-member Ehud Olmertyleader, and Olmert went on to

win the elections and become Prime Minister in ApBIO6.

11.0 Summing up and Conclusions

11.1 Summing up

From the early days of Zionist immigration to Rdlee, the Zionist organizations
were dominated by Ashkenazim with secularist, distisiews and a relatively pragmatic
stance on cooperation with the Mandate authoréesthe question of the territories of the
Zionist project. Though dominant in the Yishuv,qaealid not go unchallenged as the other
side of these cleavages became manifest throughsZivardliners with religious and anti-
socialist sympathies. This struggle over the natfitbe Yishuv and the Jewish state in the
making came to a head with the Altalena affair9d8. As we have seen, the outcome of
that game did indeed factor heavily in the formafighe new state. With the miscalculation
of Ben-Gurion’s priorities, Begin and the Irgun bBee politically marginalized. The victors,
David Ben-Gurion and what would become the Labauityp were given rein to centralize
power, increase the role of the state and ensermtimopoly of violence. This dominance of

the Labour party continued until 1977.

The long period of governance gave the statisialist-secular party the chance to
implement many of its policies, which ironicallytaally weakened it as the state replaced
the party and its allies as service providers. “&aing sickness”, scandals and
unresponsiveness to the electorate weakened tteutphrty further. With the wars in 1967
and especially in 1973 the security issue and tineiZionist cleavage became more
prominent again, increasing the appeal of the systpposition party Likud. As public
dissatisfaction with the government and internahdeds for party reforms increased, the
party elite trusted in the inertia of the partyteys and the Likud’s old reputation as
dangerous dissidents from the previous power skeuddpis trust was misplaced, as the

Likud’s successful appeal to dissatisfied groups the reemergence of the Zionist issue to
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replace Labour’s traditional core issues let ilaep Labour as governing party in 1977. The

Likud would continue to dominate Israeli politicstil 2006.

The Likud’s dominance was, while significant, neas strong as Labour’s in the
previous era and during the 1990s, with the fiedegtinian Intifada and the influx of Eastern
immigrants, the support for other parties than latand the Likud increased. The
combined support for the two largest parties wdsiced from 59.6% in 1992 to 43.9% in
2003 (Knesset 2009). Then, in 2005, Ariel Sharattempt to move the Likud to a more
moderate stance on the Zionism and security is®ieuith strong opposition. In the end he
left the party and founded the Kadima, using hisqeal popularity to attract notable
politicians from several parties. The centrist Kadiwent on to become the largest party in
the Knesset in 2006 and again in 2009, strengtigethim case for the end of the Likud’s
dominance and the Israeli two-party-dominant system

Israel began its transition to a democracy froemBhtish non-democratic Mandate
rule on independence in 1948, building on the deatactraditions the immigrants to the
Yishuv brought from Europe. The founding electidthe Israeli took place shortly after the
Altalena affair and subsequent marginalization batwvas to become the Likud, and
confirmed Labour’s victory in that power strugglith Labour’s loss of power in 1977 the
Likud is redeemed and gains the power in the atigtection, and through the subsequent
transfers of power the Israeli democracy is conddmrhen, in what can be called the
revitalizing election, the gradual erosion of the{party-dominance culminates in the
victory of the Kadima, after which the Israeli pestystem no longer has had parties big
enough to form government without other major artBecause of the lack of authoritarian
residue the state- and nation-building proceshkast $ut the transition period, because of
Labour’s long monopoly of power, is long and becenomger if the revitalization election

is included.

The threamahapacsare aptly named. The first effectively ends thev@ostruggle of
the pre-independence era and establishes a lotiggla®litical dominance. The second
ends this political dominance and replaces it witbther. The third promises to end party
dominance altogether —at least for a time. Thenebeano doubt that these three are
significant events in the shaping of Israeli podistribution. Significantly, they coincide
with the steps of the Israeli democratic transitibne firstmahapaas the culmination of a
conflict that escalated as the stakes got hightr thie promise of independence and thus the
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first phase in transition. The secaméhapads by its very nature the second phase in
transition. The third is the culmination of a prese¢hat gathered momentum through the
1990s, and it is the emergence of a third majaiyghat, through its very existence, reduces
the other major parties and levels the field thatlenthe Israeli multi-party system probable.
The links between themahapacsand Israeli transition from Mandate rule to deracgrare

clearly not coincidental.

11.2 Game Theory and the three mahapacs

With the link between Israel’s transition and theeemahapacsit is time to look at
the analytical method of this thesis: Game Thelsrthis method a useful tool for these
kinds of analyses?

Game Theory does have its limitations. Becaukxiises on the actions of very few
individuals towards a specific goal, it requiregmts with easily identifiable actors and
available strategies, clear objectives and prefgr@bmited time span. Naturally, this limits
the events for which Game Theory can be used tiyandecision-making processes
without resorting to fabricating actors, preferenoe strategies. The key to successful use of
Game Theory lies in extensive background research.

The three games played in this analysis differtrammificantly on the actors
involved. The first and third games are exampledadgsic Game Theory, in that they
portray struggles between clearly identified indials. The Altalena Game between David
Ben-Gurion and Menachem Begin and the Kadima Gasheden Ariel Sharon and
Binyamin Netanyahu are the results of personallmsfas much as anything. This makes
the actors easily identifiable, and as a result teals, preferences and sequence of
strategies can be found in their backgrounds atideidescriptions of the events and can be
expected to be reasonably correct. Their linkigoevents in question, theahapacsare
also unquestionable. The second game is more pnalilg as the actors are not individuals
but groups of people. This makes the correct ifleation of goals and preferences far more
difficult. However, a study of the background amdnposition of the party and the internal
conflict it faced nevertheless provides us withwgtoinformation to construct a useful game

around it.
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The three games played differ in many respectsthay have one important thing in
common: the outcome of all three games depend lyeavithe uncertainty introduced
through the Nature node. The Altalena Game entiseinvorst possible outcome for Begin,
as he misestimates Ben-Gurion’s Nature. The Mah&gaawe ends with the least preferred
result for both actors, based on the Elite’s unsteration of the challenge posed by the
Likud. The Kadima Game ends with a seemingly aat#ptresult for both, but ends early as
a result of one actor choosing the safe courseotaving to deal with Nature.

This common trait is important, but hardly surpris The three events portrayed are
all key events that determine the distribution @fvpr at the time, and all are played between
seasoned politicians. Since there is no reasossianae irrational behaviour on the part of
any of the actors, uncertainty is the best explandbr the undesirable results —excepting

Sharon, who understood the nature of the gamblelansk to avoid it.

Is Game Theory a useful tool? | believe it is.lBgaking down an event into its
components we gain valuable insight over the piteslf and the actions and motivations
of the actors. While reducing complex processesnple games is risky, it becomes
considerably less so by taking into consideratiengrocess leading up to the climax in

guestion. Game Theory, given suitable backgrousdareh, is indeed a useful tool.

Despite these being games with uncertainty playethe extensive form, Bayes’
Rule has not been emphasized. The reason foisteimple: these three games are all played
over a relatively short span of time, with relalwfew actor nodes. In no game does one of
the actors have more than two possible nodes inhathi choose a strategy, and there is no
example of new information causing an actor toingthis preferences or those of his
opponents. The nearest example is new informatosing a reevaluation of probabilities,
but this is already covered through uncertaintyer€fore, while the principle of updating
information and making choices based on this is@admportant there is simply insufficient

scope for Bayes’ Rule to be usefully implemented.

11.3 Conclusions: revitalization in transition

This thesis has used Game Theory to analyze ail de¢ threemahapacsn Israeli

politics and ties these three events to the Istesisition from Mandate to democracy.
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The last phase of this transition is, perhapsntbst interesting. After the
revitalization election in 2006, five parties ireth20-seat Knesset had 10 or more seats and
the two largest parties held only 37.1% of the sote the following election in 2009, the
same five parties held more than 10 seats, thcughbdmbined votes of the two largest
parties total to 44.1%. Compare this to the praug#inessets: In 2003, four parties held
more than 10 seats and the total for Labour andd.ikas 43.9%. In 1999, four parties held
more than 10 seats and Labour and Likud total&d &%. After the 1996 election only
three parties held that many seats, and the mtahé two largest was 43.3%. In 1992, three
parties with a total of 59.6% for the two. In 1988p parties with a total of 61.1%. In 1984,
again two parties with a total of 66.8%. In 198daia only Labour and the Likud above ten
seats, with a total of 73.7% of the vote (Knes€€X32. The trend has been clear since 1981,
and has gathered momentum: Labour and the Likudbsasoter percentage and seats to the
multitude of other parties, and more parties inrtbriously volatile Israeli party system
grow large enough to challenge the big two. Evdhtuiais no longer possible for a single
major party to form a government with only minoatton partners. This may have been
true for some time before 2006, as later governgmeate been ‘national unity’ governments
including both Labour and the Likud, but the fittsird party to form a government is
undoubtedly the catalyst of this process. Withrddction in power of the major parties and
the growth of parties like Shas and Avigdor Liebanm's Yisrael Beitenu, even a
government without neither the Likud nor Laboupdssible, if not plausible as of yet.

The phases of Israel’s transition from Mandatdgmocracy have been marked with
clear ‘turnabouts’. It remains to be seen whetbeadl has truly reached a third phase and a
revitalization election, but for now it seems like founding of the Kadima before the 2006
elections was indeed a thinahapacand that the revitalization election is indeedsaful

addition to traditional transition theory.

From the Game Theoretical analysis of the tinabapacd will further postulate
that in any game played at a high level betweemeapced actors over actual stakes,

uncertainty will always be a factor. As a resuigre are no safe choices.
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