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Abstract

In recent years, government procurement in Israel has totaled NIS 30
billion a year. This represents approximately 15% of GDP and 37%
of government spending, figures similar to those in other countries.
According to the accountant general at the Ministry of Finance, when
purchases by non-governmental public organizations are included, public
procurement expenditure in Israel amounts to around NIS 120 billion per
year. This means that the government and other public bodies in Israel
have tremendous purchasing power and their impact on the business
sector is huge. Thus, changes in procurement policy can have a significant

impact on the economy.

Traditionally, the main consideration in public procurement contracts
is selecting the supplier who will provide the best value for money.
However, in recent years many countries have increasingly used public
procurement to promote social objectives—such as environmental
sustainability, social and gender equality, protection of human rights,
and economic development for minorities. In Israel, the Mandatory
Tenders Law has been amended over the years to allow certain forms of

preferential treatment that are not purely economically motivated.
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Due to many years of discrimination and neglect, the socioeconomic
status of Arab society is lower than that of the population as a whole. This
is manifested in many areas of life, including Arab-owned businesses,
which face a range of barriers that impede their business development.
Indeed, Arab-owned businesses are smaller on average, both in terms
of their financial turnover and in terms of their number of employees,
and they are concentrated in traditional fields of industry and commerce.
Although governmental five-year plans have been drawn up in recent
years to improve the economic situation of Arab society, not much seems
to have been done to help Arab-owned businesses and to address the

challenges that they face.

This study analyzes for the first time the participation of Arab-owned
businesses in government procurement, given that public procurement is
a powerful government policy tool for improving the economic situation
of the Arab population in general and for helping Arab-owned businesses

in particular.

An analysis of all contracts entered into by government ministries
and agencies between 2015 and 2021 shows very low involvement
of businesses based in Arab localities in government procurement.
Participation by such businesses was found to be low overall—only

2.4%—but was even lower in the case of contracts involving small sums.

Based on interviews with Arab business owners and public procurement
officials, the study presents possible reasons for the low rate of
participation of businesses in Arab localities in government procurement,
including a lack of awareness of public procurement and its possibilities,
an aversion to dealing with bureaucracy, the language barrier, stringent
preconditions for bidding, financial exclusion, security-based exclusion,

and skepticism as to the fairness of the bidding process.



Abstract

In order to change this extremely low proportion of contracts between
government and public agencies and Arab-owned businesses, the study

presents a series of policy recommendations, including the following:

(1) Amend the Mandatory Tenders Law by adding a clause giving
preference to Arab-owned businesses (a legal opinion on the subject is

appended to the study).

(2) Change the preconditions for bidding and increase procurement

officials’ awareness of the barriers stemming from these preconditions.

(3) Increase Arab-owned businesses’ access to public procurement
by translating information, instruction booklets, and RFPs into Arabic,
encouraging the addition of such businesses to lists of suppliers and
digital purchasing systems, and subsidizing private commercial systems

for tracking RFPs.
(4) Reconsider security-related barriers.

(5) Publish information and research on Arab-owned businesses and

their involvement in public procurement.

(6) Establish a public procurement administration for Arab-owned

businesses.
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