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Peres Interviewed on Economic, Political Issues 
T A060525 Jerusalem Television Service in Hebrew 
1940 GMT 5 Mar 86 

[Interview with Prime Minister Shim'on Peres by moderator 
Nisim Mish'al; economic affairs correspondent 'Oded Shahar; 
and Political correspandent Yoram Ronen, in the framework of 
the weekly ''Moqed" program - live, at the Prime Minister's 
Office in Jerusalem] 

( 

[Excerpt][Mish'al] Good evening to you, Mr Prime Minister. Let 
us begin with the economy, with what is termed the economic 
growth or the economic growth crisis. I would like to pose a direct 
question to you: What has happend to Prime Minister Shim'on 
Peres, who woke up one morning demanding a plan for renewed 
economic growth, a plan which runs counter to the opinion of 
most economists, as I understand it. Is it passible that the political 
timetable, the rotation, beat the economic timetable? 
[Peres] I know it is difficult for you to think otherwise, but I will 
answer your question. I began with the economic growth together 
with the economic plan. In fact, when we started the economic 
plan, together with the scheme for decreasing inflation, we also 
began a scheme for bringing about economic growth. This is why 
we formed the task force [last two words in English]; to this end 
we began seeking possibilities for raising capital, increasing 
exports and so on and so forth . There is a two-part explanation 
for why we are pushing for this now: First, capital has become 
obtainable from the capital market as the government consumes 
less. You know, there were those who said that nothing could be 
done, but 2 days later the Ministerial Committee on Economic 
Affairs decided to direct $450 million to growth. Secondly, there 
are plants and organizations to which we owe action. For 
instance, would you like us to tell the development towns to wait 
2 or 3 more years if we can solve their problems now? Inciden• 
tally, whoever thinks the solution lies only in extending funds is 
mistaken; this is a narrow outlook. I do not want to sound 
boastful, but I am not a Jew who has not created plants in Israel; 
I do know how they are created. Therefore, if you again take the 
development towns as an example, I have very interesting pro­
posals on my table which can alleviate their distress without the 
printing of money, without deviation from the budget framework. 

• The two points above, the availability of capital and the burning 
needs of the development towns, the agriculture and construction 
sectors, and exports, made the present time the proper time for 
growth. 

Shahar] However sir, in the meeting you held with senior eco­
nomics professors at this time exactly one week ago, most of the 
speakers then in fact opposed the economic growth plan, or 
opposed beginning it now. Were you convinced by them? 
[Peres J No. I was also not convinced when they expressed oppasi­
tion to the first economic program. I remember all the letters I 
received from the best of professors. I do not underrate them. 

today the results will only be obtained in 2 to 3 years. If we wait 
for another 2 to 3 years, there will be thousands, perhaps tens of 
thousands of young people in Israel whose employment was 
neglected by everyone. My responsibility is not toward profes­
sors, with all due respect, nor toward journalists; my responsibil­
ity is toward the people. This is my duty. 

[Mish'al] Mr Peres, Mr Prime Minister. You are saying that 
economists, professors, have a slightly sceptical outlook. How­
ever, let me quote Finance Minister Yitzhaq Moda'i who is a man 
of action in this field . He said today- let me quote here - that 
if you, Mr Prime Minister, do not rethink your attempt to take 
over the economic issue, the government will break up, the 
economic program will be ruined, and the respansibility for this 
will lie at your door since you acted out of narrow partisan 
considerations. Thus far I quote from the finance minister's 
remarks. 
[Peres] You know, the argument right now involves the Likud's 
opposition. I spake with Mr Moda'i who agreed to establish a 
ministerial committee on economic growth affairs. I spake with 
Mr Shamir and he also agreed to this. Afterward, for reasons 
which, in my opinion, are not national in nature, they changed 
their minds. I presented this plan. Besides, I hope I will not insult 
Mr Moda'i ifl say that in the past too he has been mistaken about 
certain matters. 

[Mish'al] Could you give us an example? 
[Peres] Some examples of this are when it was desired to begin 
the economic plan with a 30-percent devaluation to which I was 
opposed, or when it was desired to use emergency decrees. I 
agreed to the decrees but was opposed to using them against the 
Histadrut. My belief is that the problem does not lie only in a 
program per se. A program may be only 20 percent of the entire 
issue; 80 percent lies in the implementation, namely, in creating 
• national coalitions, in achieving an agreement for the implemen­
tation of a program. I am already used to this. When you launch 
a program you first meet the opponents, and only then do you 
achieve the agreement. 

[Mish'al) However, there is a strange coalition of economics 
professors, finance ministers, does this not trouble you? It is as 
if you are going it alone with this idea, and you are trying ... 
[Peres, interrupting] This is not terrible, this is not terrible. I am 
not troubled. First, there are many who support my view. I talk 
to a Jew like Moshe Zan bar, for instance [former governor of the 
Bank of lsrael1 or with Economics Professor Ben-Shahar, or 
Eytan Berglass [former senior Treasury official, the head of the 
Budget Department]- to my regret Economics Professor Mik­
ha'el Bruno is abroad at the moment - these are people who 
advised us, advised me, in the initial stages of the economic plan. 
I listen to them very attentively. I do not expect that we will see 
eye-to-eye on everything, but I do find suppart from them. 

They have intellectual skepticism or skeptical intellectualism, [Shahar] Mr Prime Minister, let us perhaps talk about the quality 
whichever way you want to look at it. One should listen to what / of growth. Vice Prime Minister Yitzhaq Shamir was quoted 
they say but decide on what is necessary. I do not see any risk in during a meeting with economics professors, as saying that when 
economic growth; I see only positive aspects in it and I will not . people talk about growth, they are actually talking about rescue 
forgive myself if, for one reason or another, we do not begin today / { operations, such as rescuing Sole! Boneh, the Histadrut sick fund, 
to prepare workplaces for the young people in the state of Israel. the Moshavim. How do you respand to this? 
Every year 50,000 young people are discharged from the armyl' / [Peres] First of all, why be ashamed? Is unemployment cheaper 
and join the workforce in Israel. If we start economic growth than growth? Will the dismissal of let us say 12,000 employees 
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save the economy? What are the alternatives? Now I have heard 
all these arguments. I have my own opinion. These are all old 
approaches. The problem is not to whom does a factory belong. 
The problem is the people who work in the factory. Just as I have 

• dealt with the problem of the Elscint Electronics Company, I 
have no interest in who owns that company. There are 2,000 
people - engineers, technicians, employees - working there. 
What do you want me to do, let this company collapse? What is 
the alternative. There are, however, more serious problems. 
Firstly, there is the Histadrut sick fund . What is this sick fund? 
Eighty-five percent of the citizens of Israel are insured by this 
sick fund . Are 85 percent of the country's population Alignment 
supporters? Mr Ya'aqov Gadish told me that if the government 
had ignored the sick fund, it would have cost us additional 
millions of dollars. 

[Shahar] But, sir, excuse me, is revitalizing the sick fund eco­
nomic growth? 
[Peres] I did not say that, you did. 'Oded, you should be careful 
because even in the first program you were mistaken in your 
criticism. You leveled criticism; good for you, but you were 
mistaken. Let us first of all maintain the correct proportion of 

~ 
the matter. I think that rescuing agriculture in Israel is an urgent 
national task. We dare not be left without any land beneath us. 
There is no country in the world - neither capitalistic nor 

\ 

socialistic - that does not assist its farmers. How can our 
farmers pay 80 percent interest? Does land produce sa percent 
interest? What do we want to be left with: with no farmers, 
without land? Can we postpone this? Really, you know, this is an 
attempt to really reduce a serious matter to an unimportant, 
spiteful, partisan one. 

[Mish'al] Mr Peres, I must intervene here to talk about your last 
sentence referring to spiteful, partisan matters. There is a min­
isterial committee for economic affairs headed by the finance 
minister. Do you not trust your finance minister to implement a 
program, to assist the economy? 
[Peres] Since you ask, the prime minister is not answerable to the 
finance minister; the finance minister is answerable to the prime 
minister. I must act in a way which appears tome to be correct. 

[Mish'al] Do you not think that the finance minister can head a 
committee? 
[Peres] I certainly do think so. The government comprises 25 
members. This is a very large, heavy body. This is the reality, I 
am not complaining. By the time we concede an issue, the day is 
already over. The ministerial committee comprises 15 ministers, 
actually I 7 ministers, and it too is overburdened with issues. I 
want to say very clearly that if there were a narrow government, 
and if I were prime minister, I would take a group of four or six 
ministers that would deal with the future, wit~ growth, with the 
preparation of places of employment, and with the examination 
of what can be done in the development towns and in the 
construction sector. In the construction sector, for example, the 
problem is not giving money to the building companies; the 
problem is the speeding up of decisions so that work can be 
created. For instance, there is the problem of the Mamila plan in 
Jerusalem. Why should this be delayed? 

[Mish'al] What? Then, do you want .... ? 
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[Peres, interrupting] I want a small group of ministers that will 
deal with preparations for the future .... 

[Mish'al, interrupting] Headed by you? 
[Peres] I am the prime minister; yes, headed by me. This is my 
right. 

[Shahar) Would it comprise of three Likud ministers and three 
Alignment ministers? 
[Peres) This is not so important to me. We are not talking about 
matters of defense, and I do not think that the ministers should 
be divided according to the parties, Alignment or Likud. I have 
already noticed that on economic matters, they are not always 
divided. However, I feel that we must begin acting to overcome 
the bureaucracy, and also to obtain a little relief from the 
pressing problems. Therefore, I believe that we must respond to 
the development towns, to the farmers, construction workers, and 
to the young generation. Who will do this? 

[Mish'al) Mr Peres, something strange is happening, here, and I 
would like you to explain it. You took something called economic 
growth, and the issue has turned into something so important that 
it is threatening the government's integrity. It is, in fact, hard to 
understand where you are taking this matter. There is a finance 
minister, and you want to take authority away from him. The 
Likud objects. • 
[Peres )Just a minute. First of all, you are determining facts; these 
are not questions. I do not want any of the finance minister's 
authority. The finance minister has authority and it will remain 
his. I do not want to take anything away from anybody. But I ask 
myself, if I had been a minister in the previous governments, I 
could also have said: The authority exists, everything is arranged, 
the economy is just going into a decline. I see that the economy 
has suffered from two or three things, not one. It not only suffered 
from inflation; it also suffered from a freeze. Our national 
product, that is, our national income hardly grew. Exports 
increased in dollars, but not in genuine value. Exports over the 
past 10 years have increased from $2.5 to $5.5 billion, but the 
dollar dropped by 56 percent. So I ask myself: What is the task 
of a minister, or certainly a prime minister? Just as we overcame 
inflation - and there was a great deal of skepticism about the 
path I proposed which was not one of the decrees but of national 
agreement to sit down for days and nights until we reached an 
agreement - so now, too .... 

[Mish'al interrupting] To the point of a crisis, Mr Peres? 
[Peres] The country's crisis is no less important than that ... 
[changes thought] Let me ask you: If you had known 5 years ago 
that there would either have to be a government crisis to prevent 
inflation, or the governments's integrity would be retained at the 
cost of inflation, what would you have done? You must look 
ahead and I am looking ahead as far as I can, as clear-sightedly 
as possible and without fear. I think there are situations we have 
to cope with. We have coped with inflation. Now we have to cope 
with the freeze. 

[Shahar] Mr Peres, I would, perhaps, like to wrap up the growth 
issue in one sentence. You are determined ... 
[Peres, interrupting] Excuse me, you called this a growth crisis. 
Why is it a crisis? • 
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[Shahar] There is a crisis between the Likud and the Alignment. 
[Peres] There is no crisis. Growth does not stand in contradiction 
of the economic plan; it is a part of it. I spoke about it when I 
presented the Cabinet to the Knesset. I worked for it when we 
established the task team [tzevet mesima1 and we have now 
begun to gather ideas about new measures to cope with the 
economy's genuine needs. 

[Mish'al] But sir, is there not a danger that now, when the 
/ government begins to funnel money, inflation will be renewed? 
\ And when inflation is renewed, will the government have to take 

\ 

further economic measures to cut down on the influence ... 
[Peres, interrupting] Such a danger exists. I am proposing that 
mon·ey be funneled. What are we arguing about? Am I proposing 
that we print money? Am I proposing that we increase the 
budget? 

\ [Mish'al] You are proposing recruiting resources from the 
finance market. 
[Peres] No, resources that have become free, with everyone's 
agreement. After all, all the ministers have agreed that we need 
to direct $450 million from government consumption to invest­
ment in industry or tourism. Now, I also believe that we can 
recruit from private and public sources in the United States. I 
am proposing that we should implement the decision we made to 

. sell companies. Why are they not being sold? 

L.{Mish'al] If this is s~ good, Mr Peres, why does the Likud object? 
[Peres] Why are you asking me? In my view, they have not looked 
at the matter in depth, seriously, and I feel it is my duty, my 
prime duty, just as we reduced inflation, to make the national 
cake bigger. I do not want to wake up in another 2 years and have 
somebody say: Why is there unemployment in Israel; why did 
you not prepare anything? Why did you not think? Why did you 
sit back complacently? Why? Because you argued over author­
ity? Because you could not overcome bureaucracy? I have to 
think about tomorrow's answers, not only yesterday's questions. 

(

[Mish'al] From what you have said so far can I draw the conclu­
sion that you are determined, on this issue, even to the point of a 
government crisis? 
[Peres] I am not looking for a crisis. I am looking for a solution 
to the genuine problems of our life. A government is created to 

I 3 

serve the country and serve its residents and I am terribly sorry 
that each time we start a plan ... [changes thought] and the media 
are also looking for reasons to criticize on this matter. Why do 
you not believe - if you do not believe; I hope you do believe -
that I really view the future of this economy with profound 
concern and as our highest priority? I repeat that I am a man 
who has experience in the founding of factories, perhaps the 
largest factories in the country, and to this day they are standing 
and standing firm, thank goodness, and I think we must now 
move forward. Now I want to tell you something else. 

[Mish'al] My question was - perhaps I will remind you, Mr 
Peres - are you prepared to move forward on this matter, even 
at the price of a government crisis? 

• [Peres] If I have to choose between a freeze in the economy at the 
' price of no crisis and furthering the economy, even at the price 

of a crisis, furthering the economy comes first. The goals must 
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lead the government. Otherwise, it is a government that is 
marking time. 

[Shahar] Do you have a target date for achieving this? 
[Peres] The problem is not a target date. First of all, I am trying 
to persuade, and r hope that we will persuade and we will yet 
raise glasses of juice to the success of the growth plan, too. 

[Shahar] The debts of the Histadrut Sick Fund, Sole! Bon eh, and 
Zim, just these three bodies' debts total a horrifying sum of $1.5 
billion. Such a debt is not created overnight. Why .did you not 
deal with that crisis when you ·entered office? 
[Peres] First of all, because there were m<>re urgent matters, and, 
secondly, we knew that a plan for economic rehabilitation also 
has its price. For example, during an inflationary period a great 
deal of money is taken, a great deal of.money is returned, and 
high interest is paid. During a period of stability-once stability 
is created - the interest and the shekel are suddenly taken 
seriously. This plan also creates problems. Now, what could we 
have done about Zim? What we did today we could have done a 
year ago. It was not the most urgent thing. Now, with regard to 
the Sick Fund, it is the high interest rate that has apparently 
eaten up the Sick Fund. 

\ [Mish'al] Mr Peres, we are nearing the end of the economic part 
of our program. I thank 'Oded, and, unless you want another 
sentence to conclude, we will move on to the political.... 
:[Peres, interrupting] I repeat that the matter of growth is not in 

1contradiction to the economic plan; it is a part ofit. There is no 
question of funneling money, nor ·of- printing money, nor of 
deviating from the budget; there is a question of new ideas, as yet 
unacceptable, and there is also a question of additional resources, 
not those already in existence. 

[Mish'al] With your permission we will move to other issues. 
Yoram, please go ahead. 
[Ronen] Mr Prime Minister, next Thursday the Labor Party 
Central Committee will convene to discuss a proposal on cancel­
ing the rotation of the premiership. Are you unambiguously 
opposed to this proposal? 
[Peres] Yes. 

[Ronen] Why? 
[Peres] Because we agreed on this and the agreement must be 
honored. I would like to remind you that we agreed on three 
matters: promoting peace, restoring the economy and bringing 
about economic growth -- incidentally, the word growth is men­
tioned in the coalition agreement -- and rotating the premiership. 
I am for honoring all three agreements. 

[Ronen] What if one of these goals is not met? Let us say you 
decide that the economy is not being restored as you :.vould like. 
[Peres] If one of the goals is not carried out, it would be as if we 
have no agreement at all. However, I hope we reach an agreement 
on the economic issue. In any event, I would not like to link this 
subject to another issue. You asked me about the rotation, and I 
am telling you that the motion on the rotation of the premiership 
in the Labor Party Central Committee is not connected with any 
other issue. This is a separate issue that exists on its own merit. 
Therefore, I will object to this proposal, and I will voice my 
opinion clearly in our meeting. 



Jewish 
Community 
Relations 
Council 

JACK D. WEILER CENTER FOR INTERGROUP RELATIONS 
Ill West 40th Street, Third Floor, New York, NY 10018-2578, Tel. 212·221·1535 

OFFICERS 

Peggy Tishman 
President 

David Ashe 
Martin S. Begun 
Judah Gribetz 
Howard Rubenstein 
R. Peter Straus 
Wilma Tisch 
Aaron 'Jwerski 

Vice Presidents 

?.ay Zises 
Secretary 

Nina Rosenwald 
'Treasurer 

MEMBERS-AT-LARGE 

Morris Abram 
Martin Barell 
Richard Berman 
Kenneth Bialkin 
Herbert Bienstock 
Jack Bigel 
Herman Cahn 
Sandy Eisenstat 
Eugene Grant 
Louise Greilsheimer 
Elinor Guggenheimer 
Harold lacobs 
Ezra Levin 
Stanley H Lowell 

OF NEW YORK. INC. 

Jack D. Weiler 
Honorary President 

Richard Ravitch 
Laurence A. Tisch 

Past Presidents 

George Klein 
Rabbi Israel Miller 
Daniel Shapiro 

Honorary Officers 

Malcolm Hoenlein 
Executive Director 

Rabbi Israel Mowshowitz 
Lester Pollack 
Alan H. Posner 
Nancy Rubinger 
Lewis Rudin 
Michael Saperstein 
Liliane Shalom 
Howard Squadron 
Ruth Stahl 
Richard Stone 
Alan Weiler 
Louis Weiser 
Louis Yavner 
Seymour Zises 

MEMBER ORGANIZATIONS 

American Gathering and Federation of lewish Holocaust Survivors 
American fewish Committee 
American Jewish Congress 
American Sephardi Federation 
Amit Women 
Association of Bronx Jewish Community Councils 

Concourse-North Bronx lewish Community Council 
Co-op City Jewish Community Council 
Parkchester-Unlonport Jewish Community Council 
Jewish Community Council of Pelham Parkway 
Riverdale Jewish Community Council 

Associated Manhattan lewlsh Community Councils 
United Jewish Council of the East Side 
United lewish Council of the Lower West Side 
Upper East Side Jewish Community Council 
Washington Heights-Inwood Jewish Community Council 
West Side Jewish Community Council 

Bnai Zion 
Board of lewish Education of Greater New York 
Coalition to Free Soviet Jews 
Conference of jewish Organizations of Nassau County 
Council of Jewish Organizations in Civil Service 
Council of lewish Organizations of Staten Island 
Emunah Women of America 
Federation of Jewish Philanthropies 
Hadassah 
Herut Zionists of America 
Jewish Labor Committee 
Jewish War Veterans 
Labor Zionist Movement 

Labor Zionist Alliance 
National Committee for Labor Israel 
Pioneer Women 

National Council of lewish Women 
National Council of Young Israel 
New York Board of Rabbis 
Poale Agudath Israel 
Queens Jewish Community Council 
Religious Zionists of America 
Suffolk Jewish Communal Planning Council 
Union of American Hebrew Congregations 
Union of Orthodox Jewish Congregations 
United lewish Appeal of Greater New York 
United Synagogue of America 
Westchester Jewish Conference 
Women's American ORT, District 11 
Women's Branch-UOJC 
Workmen's Circle 
Zionist Organization of America 

The JCRC is a beneficiary 
of the UIA-Federation Joint Campaign . 

April 1, 1986 

Mr. Max Green 
Special Assistant for Public Liason 
The White House 
Washington D.C. 20500 

Dear Mr. Green, 

The week of May 11-18, 1986 will mark the tenth annual 
celebration of national Jewish Heritage Week in New York 
City and across our great nation. Through this unique, 
multi-faceted program schoolchildren and adults join in 
exploring Jewish history, culture and contributions to 
American Life. 

In past years we have been honored with a White House 
ceremony at which the President proclaimed Jewish Heritage 
Week, calling upon all government officials and citizens to 
observe this week with appropriate ceremonies, activities 
and reflection. There is special significance as this year 
also marks the 10th anniversary of the founding of the 
J CRC. 

We respectfully request that a White House ceremony be 
scheduled and hope that the President might once again 
present the proclamation. We are prepared to have a select 
delegation or a Larger group present for the event. The 
program can be scheduled to the President's convenience, 
preferably in May. The opportunity might be used as well 
for additional briefings on domestic and international 
issues. 

As always we 
thoughtfulness. 

Sincerely yours, 

,..-) 

-r;~ . Pegg~ T~ man 
Pres, ent'-

J/tml 
Malcolm Hoenlein 
Executive Director 

are grateful for your assistance and 

~k 
Chairman 
Jewish Heritage Week 
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Dear Friend: 

ISRAEL DIRECTORS 

MAAK MOSEVICS 
Chairman 

AVRAHAM AGMON 
JOSEPH ALSH ECH 
MEIR AMIT 
AHARON DOVRAT 
JACOB EV EN-EZRA 
ABRAHAM FRIEDMANN 
BEN-AM1 FRIEDRICH 
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UZI JOSEPH GERSTNER 
BERNARD GITTER 
DAVID GOLAN 
ELIYAHU HURVITZ 
ERNEST JAPHET 
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DOV LAUTMAN 
ASHER LEVY 
AHARON MEIR 
JOS EPH PECKER 
EPHRAIM REINER 
MOSHE SHAMIR 
AVRAHAM SHAVIT 
DAN TOLKOWSKY 
ZWI ZURA 

We are substantially stepping up our activities in CEGI 
to tell 1,000 Presidents and International Vice Presidents 
of major U.S. companies about the opportunities that exist 
for them to do business in Israel. 

I have felt for a long time that while we do a fair to 
adequate job of telling the Jewish community about business 
opportunities in Israel; that we need to go to the general 
American business community to provide information as to 
the benefits Israel offers -- particularly as a result of 
the Free Trade Agreement between the U.S. and Israel. 

To accomplish this goal we have sent out a newsletter to 
1,000 senior business executives in the U.S. We will send 
them a newsletter of the type enclosed every two months. 
Don't you agree that by the end of the year, we will have 
expanded the knowledge of the general business community 
about Israeli business opportunities and how American 
companies are taking advantage of these opportunities 
through operating facilities in Israel. 

I hope you approve of this newsletter. 
receive your comments. 

I would like to 

What can you do to be helpful? I would urge you to make 
five photocopies of the attached letter and send them to 
friends of yours in the business community who might have 
an interest in doing business in Israel. Add a note from 
you attached to the photocopy saying, "I thought you'd be 
interested in knowing how your company can increase its 
sales by operating in Israel. Here's some information 
of importance to you." 

Thanks for pitching in. 
letter into the hands of 
executives as possible. 

Ve yours, 

Elmer L. Winter 
Chairman 

ELW:bb 
Enclosure 

We need your help to get this 
as many senior U.S. business 
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lished by the Government of Israel, write for a copy to ' the Gov­
ernment of Israel Trade Center, 350 Fifth Avenue, 19th Floor, New 
York, NY 10118. 

Arnold & Porter, a Wash in ton, DC, le al firm, re ared a 
Brie Summary on t e U.S. -Israe FTA. I you wis a ree copy 
of the summary prepared by Arnold & Porter, write for 1/B-44 - "New 
Opportunities for Israeli Commerce: the Agreement Between the 
United States and Israel to Establish a Free Trade Area." 

U.S. COMMERCE DEPARTMENT OPENS ISRAEL INFORMATION CENTER. In con­
junction· with the new U.S.-Israel Free Trade Area Agreement, the 
U.S. Department of Commerce has opened its new Israel Information 
Center in Washington, DC. 

The Center will assist U.S. companies seeking business opportuni­
ties in Israel and will provide publications and U.S.-Israel trade 
and investment data. 

To reach the Center with specific questions about the Free Trade 
Area Agreement, phone (202) 377-3652/4441 from 8:30 a.m. to 5:00 
p.m. 

ISRAEL'S ECONOMY ON THE UPSWING. Here are the facts -- and noth­
ing but the facts: Export figures for 1985 show a rise of 7% over 
1984. Industrial exports for the period January through November 
totaled $3.719 billion. Agricultural exports fell by 8%. 

Israel's trade deficit shrank by 25% during the first 11 months 
of the year compared to the same period last year. Imports over 
exports totaled $1. 9 billion for the period. Foreign currency 
reserves are i~ excess of $3 billion . 

' 
to the U.S. exceeded 2 billion. Reports indicate 

that exports rom Israel to the U.S. increased by 30. 3% in 1985 
comr,ared to 1984. Imports from the U.S. to Israel dropped by 
5.31o. Keep in mind that the Free Trade Agreement between the U.S. 
and Israel did not become effective until September 1985. 

The cost of living index in Israel rose by 1.6% during February 
1986 ·after falling by 1.3% in January 1986. 

Finance Minister Moday presented his economic forecast for Israel 
for 1986. He pointed out that Israel has reached an economic cool 
down with an inflation rate similar to that of several European 
countries. 

ISRAEL TO REFUND $51. 6 MILLION TO USA. In a most unusual move, 
the Governmen,,t of Israel offered to refund $51. 6 mi 11 ion to the 
USA to help the U.S. Government reduce its ~udget deficit. This 
voluntary pay back :is in accordance with the Gramm, Rudman budget 
cut back program. 
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THE CUT IN EGYPTIAN OIL PRICES COULD SAVE ISRAEL $54 MILLION A 
YEAR. Egypt supplies Israel with 35-40% of its crude oi 1. The 
downward trend in world oil prices could mean that 1986 would be 
the first year in many in which Israel spends less than $1 billion 
for its oil imports. 

THE GOVERNMENT OF ISRAEL HAS ISSUED A DOCUMENT OUTLINING ITS ECO­
NOMIC POLICIES. We would be pleased to send you, without charge, 
a copy of the December, 1985, Government report on its proposed 
1986 economic stabilization policy. The goals of the Government's 
budgetary policies; a revenue analysis; monetary policy; wage and 
income policies are all outlined in this report. Write for a free 
copy of Israel's Economic Policy, #B-45. 

150 AMERICAN COMPANIES ARE AT WORK IN ISRAEL. Many of these U.S. 
companies are members of the Fortune 500 1 ist. If you wish to 
receive a listing of these American companies with facilities in 
Israel, please write for a free copy of #B-46. 

THE GOVERNMENT OF ISRAEL OFFERS UNIQUE OPPORTUNITIES TO FOREIGN 
COMPANIES TO PARTICIPATE IN THE COMMERCIALIZATION OF SOME OF ITS 
DEFENSE TECHNOLOGY. Israel is the only country that offers for­
eign companies an opportunity to participate in R&D and marketing 
of products developed by Israel's Defense Ministry. A new 
company, Gal ram, a division of Rafael (Israel's Armament 
Development Authority) is establishing subsidiaries for specific 
technologies such as electro optical devices, electronic systems, 
computers, etc. 

RESEARCH FUNDS ARE AVAILABLE TO YOU IN ISRAEL. You can receive 
a 50% R&D grant through the BIRD Foundation in Israel. The Bi­
national Research Development Fund (BIRD-F) was created by the 
U.S. and Israel in 1977 to stimulate, promote and support mutually 
profitable cooperation between the private sectors of U.S. and 
Israeli non-defense high technology industries. 

The total project cost to be incurred by the U.S. and Israeli com­
panies and to which BIRD-F will contribute 50% -- ranges from 
about $200 , 000 for a one-year project to over $2 mi 11 ion for a 
three-year project. For further information as to bow you can 
participate in R&D in Israel and receive 50% grants, write for 
a free copy of the BIRD-F Report, #B-47. 

ACTIVITIES OF U.S. COMPANIES IN ISRAEL. M/A-COM launches Israeli 
subsidiary: M/A-COM Telecommunications Division of M/A-COM, Inc., 
of San Diego, CA, has announced plans to establish a wholly-owned 
subsidiary in Israel. The new company, Linkabit, Ltd., will per­
form research and development, design implementation, and delivery 
of telecommunication systems to the Israeli, European and U.S. mar­
kets. Slated to be the engineering front-end of M/A-COM Telecom­
munications Divison in Israel, Linkabit will support design, inte­
gration, installation and servicing of systems built in the U.S. 
and sold to Israel and Europe. 

Daisy Systems Corporation invests in Israel. Daisy Systems Cor­
poration, the computer-aided engineering company in Sunnyvale, 
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•• ' ' . '< ' , • .. • ~ ' •, • • •. • r I ._,,. f ~· , t l •• ,•. 1 f 1 • • 1 I \ ••f. 

C~J l forn i a -, .. ·\Jc:i$ ·: :ie:po~t.ed :. '.fh:e t'. ~s't;~l;>tJ s~ni~~ t . _-: ot_ ~a~ :o/~.~~;i-Y ~.o'k~ed· :: s-~fi7::-
'd •• • • • t .. ) •. E:?1 •• Daisy· Systems ·(Tsta·el) ' Ltd '.:' ··-' ''>· . • ·".·•· ·~ :-·:: __ 

Sl 1ary 1.n , -~ra :- 1, . ·:,· ,;q '· IJ .- ·,:, ;_,-,:::·:· .. ,, , : i i. I ··- . ;~ .. ~\,; , ,:n,;·: t, ,-:,, is,.· ·' 

During '~he· next; two -~- ybar~ ~t:~ Daisy" ~{ii i 't-ar·ry <ou( ,p_ri,~.~:e '-:•on~ ') C>f : ift 
investment plan in Israel, which calls for planning·· and develop- · 
ment . of computer-a_:tded . eqgi~eer;i.ng .syste?,ms .. (CAE} \n Isr. _a_l;?l ~:, AftE!l.", 

h • • • •• • ·1 · • · ···d - ot· •• .. , ,,, . ·· 1. · • ·· 1· • 1 --· •·1 ·1 d . · '·•·. ,. ,, . 1·1 · t .f\ ,_1:tp.tl,8 ,: p~=t'lO /·: · •• 18];:$:7 · ~ ;;;.~~ :1!:a.~ , _·1_-- p_;aµt -• ~ -l, .· , pr.Q., ;u~~,·c·~-9" ·-Wf .. ,, .· 
as _·, ser~1.ce :· C~E· ~ystems:> fOf , tl~.f _E,'?)::ope~~ ~a~kre,~·!' :.1 .. )~ ,, .:".T1··: ·":_-}- · ·,,-,,; .-.~~:- •• 

D_?_is"{ --':ts' • ~;pe"ct~a" •'t:d_~Jriv_es't{ $.7 . ini1i'io_tt; 1 : lri~'i~d/ng:' $j_ ~::5i:"' 'rid.l.11~n_' 
in ~ equJpment.~ 'w'i:tli p-r'c>'Jec1ted , .~mpldymerif r1 :tot. J O pe6pie .__1iit Y the:·\ ts:... 
raeli pHui.t by the end·Of ' l98 • .5·:. : ·, ,.!:.,.,_' - •• •: ;· ·-,::-, . ·,: ·.;, ·,·; , 

~ t ;, • .... • k\; . ~ •. • ~ > ... .:•, .... dl\: .• J . ~1 }.-~ 1 ~ . ii : · : t : • .'.i \ ~.~ .1 

Elisra Electronics S~stem' s Is- .. us_ing ~quipmen ~. from. _d_ifferent 
raeli ·sales reached 6'1. . mi.1.1 ion .·· .. m?niir~_c:t;urers. .'.t&: s.etve· .many ·: di'.£~.-: 
in 1985. ,' '. That'~- ·a new'· record . ferent ptirp;os··~s· ; ,j; No~·- the · 1giaht: 
for Elis•ra: ··6r s-ub~idiiil"Y b-f '·Alft·· :f'frni finds . t-h_at ' 'm'a:'ny- of · thos·e · 
Company of Phi ladelphla); .: Th Hf systems: :, ·, are .-: ·not ':l ·compatible:-· 
comp?n:y , has . µia~r:it .ain~_d. a r.·. 20'% . uµ1:tbl,~ t_o "spea,~ to .. ea~h. <;>ther .• :• 
al;lJlua L -~a.les .- grQ"7t.h -i{\ ·':':i t.s-:: •l$,,:. . . \·t • .:. , • ::• : .. ':,- .. , .:' ::., ·- :'.. -':· .'·.: .. ·• ... :. ._>. ·. 
ra~1,i .. . -~pe-{atiqn·~ ;·_· ·:· _'Jhe ::'Pre~ide_rit , In . ·order ... to .. so:l;v~i'_.'._!:hi~ . 'pr:ob:leµi, : .. 
oJ.' A_EJ.,·: i _s . Df -: Leon Riebman ,- Yfce GM · asked · 'a number ... 'o'£. ---le·ad1n.g 
Chairiirah'~ •of· CEGT ~ ._ '· '.. -., • ·; :• firms ' ·1n . t:h'i's 'field · to ·devfse 

; ' ;', ~ ,: l • , .... ( . a F' techni.caily :arid.i ,e\:oriomi'cally 
Motorola ' (Israel) ·has d'eveloped • f eifible .. , S<?,l UtI.(.)11 ;~ e • . Althotiip, 
a new · ··,communication·· chip. : "'lt ·: t.hE: ' • ·war+~ .·- s . 1 :ead·fng •. C?mputer . 
is reported · that ' Motorola :, (ls "' firms -- • ·among· ···' them '.-' ·both 1 IBM. 
rael) has developed a -miniatur- and Digital -- participated · 'in· 
i.zep . }!Jtegi;ated ci,r _cui.t, , ,tha_t tpis effort;, Motorola . S_emicon- . 
make·s ··1nstant commun.i'catiob . b~ ,._,_ ._. ductor,s .. of. ·Ramat -~ Gan ·, ·. was • the · 
tw'~en'~' <liffetent · types 1<:i-°f ·co~:pU:6- ;. first to · pr-<;>duc~ '' -a .. practical 
ers.' ptl~~ iB,~f:~:"'. Pr~_duced_ ~~1: .• the i. answer .. to • the • ptobl'em. Thl s , 
spe·ctfic·· . re'.qu:est of the J• GeneraT ,. is · now being . demonstrated · before ' 
M6tors • Corporat':lbri .. ,"·~· this'. elec- -' GM · ·;experts ·,in ·· netr.6i;t. • .• - ; •. 
tronic element makes ·it· ·possible·.,··, ,· - ,, -.~.. ·,t • 

to com~ine many di,ff1:rent types Motorola, an Illinois-based com:-: . 
of'." ·. data ··· 1 process~rig- · ·equipment pany ,_ .. operates ~f- numb.er - of fa:.-' 
into a ·single "irttegra ted 1 syste~. ci Ii ties : ·in I sr~el :·- 1 It:' · emplo'ys , 

.: ·:., .• -.: :'.,. ::-•,-,, : · - • ·1500 "'. eng'ineers ; : sc'i'entists •• and· 
Over the ·y~ar·s·, GM 'l:H.filt '·· ti'p ·-' a technicflins in _' ts·tael . .. <. •.l ', 

Tatge· number of;' ·computer ·, arrays -•• - ._, •• ' . - ••• · . ·: 1 :. • .• • .-.1 • • .••.. : 
".._ •.• • ( ' . ! .. '. J: : ~..;1 ·i ;;:; . i' , ~ ::J t;; •'"l , ·j •1 r r ;-;-. : ":• • 

Intel expands in Israel. A new $4m. building was recently inaugu­
r ·ated· ''by '.Tnee1' at the ; Ha=ifa -•.ScJ ~ri.t~fi¢:.:,:J,Il~hlsj:tJe-s _ ·.G:~rit_e.r _.1• f~t: (he 
use ·•· of ,·- its · design · and· · development unit .. there .. _. '. -The company , tis 
pt:esently''i1lso- buildihg · a ·-large· production facility . in J .erusatem. ,. 

' • • ~ • \ ~ . . • t ... : -~i ;1 r 1 • • • ~ ~- -:_. • t 1. • .• • . • •. . • .-; ~ ;. . . • •• .. • • _ . • .,f i • · 
sc•itex e-stablishe:s subsidia-ry wfth •·contin:ental<Can. t:. It . is' report-· 
ed tha,t: -Scitex • Ltd. e-stablished 'a, joint ·,subsjdiary . w.ith•. Contineri,..., 
ta-I · Can· Company; a lead~ng 'tJ.s .. : pr'oducer o:f tin ·· cans ahd other-: 
pa~kagirtg mate_rials :-·, :The · ~ew ,enterp·rfs:~1 r initially-' capitalized, 
at · $Im.-. ·,· wi11 --develop:: coinputeri.zed ' color ,:cgraphi'c:s .'system.s tol -meeti 
the specific needs of package designers.: .and · ni:anufa·ctur·ers·. S >1:, 

~- ~ ; ... , .. ' i1 .... •• •. • .. • .. ~~ . t~ /j 
...... .. ..1--·. ~ • .. • • .. • --~" • 'I •• 

t➔ i 't• ':! -.. 
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Scitex is an Israel high technology firm that already has gain~d 
irtterri'at ion al : renown for.· _i.t .s. •• cpmput.e--rized ,l1s.~,'s'tf~m$ . · f~,r. :: ~he • ¢QJ?r : 
printing frtdu:stry : ~ : 1ts 1 .. equip~ent : -~s :• used - b.y .• many ' of th~ world - s • 
leading r. pubTishers .. : • ·--. •. •. - • • ·, 1 :1· 1 

,,;-;, ~ :• -Y" ' . • •• : r_i 
-. ,.i;_ '.,.1 ~· ••• ..,:-"f";~ ~ " \ , • ! •; .... ·' ·· .. (? ; .. ~:.) .. • ·t. ~- . :.·~".: - '1, -~!· .... • ,: ' ,,.'' ) '•" , -~ 

A- · joint . venture agreement:' ·was =.1 :Sfdelllty .. Medic'al • tnc·~ of ·;Mil­
entered • int6 betWe~n ~ Interns- ·burn; ~ New ,~ersey ~· will soon ~~e­
tional Imaging - Systems of ,~ Cal'i -::-' -~ ' gin mark~·ting · an im~roved elec-- · 
f orhia -and Elpak ... 2000 •. Ccimp'uters-; '" trocard ibgraph ·, developed ~-·by· ·' re ... •· 
Ltd. The project is budgeted searchers at Tel 1 ! Avi;v UtHvers i: •.;; .• 
at $2.1 million, half of which ty. 
w:ill> he ·_ funcfed •. by ·_ the _;,- tL S·_-r;1s ~ 1 -:•:; ::· .-.' .. _. .. ·:-1. ~:, \: ... . ; ·: __ .. I_~ :}·:}::.: > .. ! :·~: ... A\:.:. 
rael .-, B:i.n·a t ion al •• • Research'; :at,id ·-~ General,::· El e~~-:r-fp ·,. :'..'!)p ., !J.al·Ii-1]9J t:'i,:t;:_ 
Deve~o:pmeht, F~uri_dati~n (B-IRD:..F) .

0 
''. 'V~ti·tut·e ·:with :·:Luz' ·· of ,,r is tsa·e1~ 2- l:)-as :· 

!l ..... . : · ::·. ,.,_ .1:. :.,, . . •· .... 1-beert awardecl:.a: r '.$11'9 mitlion , con• ·i 
General Electric has : ent ered·· tract •to ··, build ·· a . solat f coal i·pow ... -i 
into _an agreement with Comfuture er sta~ion in the Dominican Re­
L'td:. of · Israel ' · to ·market· ·their ·: ·p-u:bl,ic~ -~~ ,.,· .. : .J. : -~.--. 8 ·, - • • - '.1:. 

Visual ·. ·.· Information•'' Managemeri·t :• ,· ·: ••• • J - c; : c.:: ··:. · ' •• • ri • 

System .;. _ a -:series ··of 'electronic · National - Semic•onduetor (.Califor.., , 
LED boards composed of single, nia): A report.-' from ':, Israel =dis.;. .:,: 
modular disI_>lay :units. . closes a new generation of 32-

• I. _ lf{t,.~icrppr9_ce.ss9r$, ... was_ desJgn,ecf 
Grutnman Data - Sy,st~ms ''. ha'~- and ... developed , e.iitirely by .; Na,.. . 
acquir·ed· the exclusive rights ·tional Semiconductor in Israel ~: 
to··. ptbvide ·the systems integra'"" -•• This ··- puts· • Israel in- the ,t world . 
t-ion " · services for a · soft"via,re ·center in - the ·· design . and '<level·- · 
program-·· deve loped' by · C~~tra'l • opment of' these ·· pr·odiurcts';· .. Na.;. 
Soft.w~re and , Aut-o~ation . · Ltd . •. tional has · invested ' $S-O- million .• 
This program . is a fac_i -l i tie.~ ,- j .:[l • lsra.e l:.: and . .: $4 -~i .11 ion _i,n H:s . 
man·agement ·and . maintenance pack :- ,:· n~w 1m1croprocessor ,: 1 1· • .~:- - 1 

~-

age. •• .. ~ , .~"' J ""• .. ,· ~ ,Jr~ J.,, . ~- •• ,, j_;. ~ 

ISRAELI · coMPANr.Es . coNTINuE·- To co-kt To · wA1L .sTREET FOR 'i>iiB'r.'it rI- •. 
NANCING. Eshed Robotec has <;ome . to Wall . Street;:. w:i:th .' a .. "'Se.st .. e.f.-. • 
fo~ts_", offe.ri_ng to, sell ,up to $I:. 7,5 million ·sha,re_s '·of_.: c6mmo,n : sfo.2k , 
for . $1. ,DO _a share ;" '!;he '. comp_a:ny 1 maµu,f ~"c;tures ., an edticationa.l ." rogo~-­
t9 . te?ch s tude_nts how ."to hari9,Te _th¢ , .. t ·obot·s • .:they .w.ouJcl_ .. be, · wQrking 
with : For • more ·:tnforma tiori,. contact • the ' lead - uridE?t.wr:i t~r:,. ·:Y\t.es .. 
Hen tic & Company, Inc. , 30 Montgomery Street, jersey · Ci't'y·, '''New · 
Jersey, ~!30~; telephol!~ ./201 -:: ~51-_319? ., .. -r . .:: , .. (i'"' c 

I, • '\•• •. ~ •• ; \; r .. • -~~• -.!-.~1 : • '('I""' ••• • 

Osha Technolo ies ' Ltd : . coin leted ah 80'0, 000 unit' off er'i'n ..,fn 'the 
USA. Oshap raised .. , 5 . 8 million. Oshap. .. designs . and manufactur_es . 
~utomated factor:'y ·' sys,tems ..... • ., Fq:~.< ' ~o;re _. i:p.formation, . ·co:O·~~ct · .P .. :. Ji~:~ 
BiAi r, underwri t~r: · at. 4'4 ,'W~ll : St.,reet .< ~ew, '.York , .. N¥ . ,l.OQ05 '" "' ~~hie It 1 
ovet-the-countet "lis'tings '(NASDAQ) . ·s.ymbol OSHUl;'. • • • •: •.. • ,'''( • •• ... 

, • ... . · · •. . . .. · .: • . . • :. . ·. • • ... .•-: ~ ' ~ t7' .I . 
• , ' " · 1· •, : • . •. ' ' > ( ' • , .._. t · .,. , , ~-1 '?'~: . ~ •. ~ • 

U. S. Navy" places ·order "for $25.8 ' millio.n ' in Dron'e's from Mazlat , 
Company of Israel ~ '.fhe U.S ~ ,Na_:vy. has .. ord.er~'d.; th.ree _,.sy~tems of '.· 
remotely control led pi lot less mirii-:pJatjea , "(l~Pyij),', ft:om, M~:fzla t ~· .. :E~¢h: 
system includes eight planes, a land-based ·control st.ft ion, ·- arid · 
auxi 1 iary equipment. The U.S. Navy reserved the right to order 
$50m. more equipment. 
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U.S. Eximbank assists National Semiconductor. The Export-Import 
Bank of the United States has approved financial support for $23 
million in U.S. exports of high technology equipment to National 
Semiconductor (Israel). The equipment will be used in a new manu­
facturing facility that will produce and test prototypes of semi­
conductor wafers designed in the Israeli company's research and 
design center. Once the new designs have been established, the 
wafers will be mass produced in National Semiconductor's Arling­
ton, Texas, plant. 

THE GOVERNMENT OF ISRAEL IS CONSIDERING THE SALE OF FIVE GOVERN­
MENT-OWNED COMPANIES. The "Jerusalem Post" reported: "The five 
companies up for sale are Maman (the airport cargo clearance 
firm), Israel Chemicals, Zion Cables, Paz Oil and Teshet (which 
provides catering services to the airlines). 

No decision was taken on how much of the equity in any of these 
companies would be up for sale, but the government's target is 
raising $150 million, which is to be used to finance renewed 
growth in the economy." 

WHAT WILL ISRAEL'S ROLE BE IN THE STAR WARS PROGRAM? The "Jerusa­
lem Post" reports: "The Israel Government is 'studying whether 
it needs to formalize our unequivocal willingness' to cooperate 
with the U.S. in its Strategic Defence Initiative, Prime Minister 
Peres disclosed last week. Peres noted that the U.S. Government 
'has not asked us to take a formal position, in the way that Great 
Britain and West Germany have done. If the U.S. asks us -- we 
will ive an une uivocall affirmative res onse . We have let 
it e known that Israeli companies are aut orized to set up con­
tacts with a view to participating in this research.'" 

High technology firms and civilian . research institutes al ready 
have submitted proposals for 28 separate R&D projects, within the 
framework of President Reagan's proposed Strategic Defense Initia­
tive (SDI). While no official decision has as yet been taken on 
this subject at any governmental level, many are convinced that 
Israelis have much to contribute to such a program, and are likely 
to benefit from it. 

It is reported that U.S. General James Abramson, head of the Stra­
tegic Defense Initiative, stated in Israel that Israeli scientists 
have already made useful proposals for possible Israeli contribu­
tions to Star Wars research. He pointed out, "You also have some 
advanced work in electronics, in electronic counter-measures, you 
have some people here who have ideas about advances in free elec­
tron lasers -- there is a large series about specific kinds of 
things ... a whole range of your technical community (the Israel 
aircraft industries, the Rafael weapons production industries, 
the Technion and the nuclear research facilities) have already 
presented us with some good ideas." 
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Two Accountin and Tax Booklets available to ou. We have 
receive two well-prepare booklets re ating to doing business 
in Israel. These booklets have been prepared by two major I s raeli 
accounting firms. We would be glad to send free copies of these 
booklets to you. Write for the following: 

#B-48 - Doing Business in Israel 1985 by Kesselman & Kesselman 
#B-49 - Manual for the Investor in Israel 1986 by Igal Brightman 

and Company 

A large number of Israeli companies have opened sales offices in 
the United States to sell and service American buyers. These com­
panies substantially have cut the lines of communication between 
the U.S. and Israel. We would be glad to make available to you 
a Directory of Israeli Industrial and Defense Products and Ser­
vices Available in the United States. This listing gives you the 
products being offered; the name of the Israeli company; its. U.S. 
representative, address, telephone number, etc. Write for a free 
copy #B-50. 

New Solar Center will promote oil independence for Israel. Weiz­
mann Institute of Science reports a new major effort in its search · 
for diverse energy sources since it must import 98% of its energy 
from abroad. The new center will concentrate on solar energy 
which will be achieved by using 63 large mirrors (each one 63 sq. 
meters in area) all of which will reflect the sun's radiation into 
experimental targets. 

Israeli companies are interested in barter or counter-trade. Is­
rael has entered into a number of barters, counter-trade and 
counter-purchase agreements, particularly with countries who suf­
fer from serious foreign currency shortages. Several major Is­
raeli companies have established counter-trade subsidiaries to 
market products in Europe, Mexico, South America, Africa, etc. 
For further information on activity in this area, write for a free 
copy of #B-51, a Report on Israel's Barter Programs. 

DUN'S ISSUES A REPORT ON THE 100 LARGEST COMPANIES IN ISRAEL. If 
you want to know about the major Israeli companies, their prod­
ucts, management, sales, etc., order a copy of Dun's book enti­
tled, "Dun's Guide Israel 85/86," 105 Hahashmonaim Street, Tel 
Aviv, Israel. 

Eilat becomes a Free Trade area. 
now enjoys the following benefits: 

As an investment area, Eilat 

*Full exemption from income and 
company tax for seven years fol­
lowing the first revenues. Af­
terwards, firms will be 
obligated to pay only a 30% 
company tax and no income tax. 

*Exemption from inflationary 
capital gains tax in shekels. 

*Dividends are subject only to 
a 15% tax. 

*Exemption from inflationary 
capital gains tax in all curren­
cies for foreigners. 
*Entrepreneurs' assets will be 
exempt from property tax. 
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*Exemption from city tax for 
the first two years of the en­
terprise. 
*A reduction of up to 20% in 
an employer's wage bill due to 
decreased payroll-tax payments. 
These benefits apply to facto-

Traveling to Israel -- keep in 
note is replaced by a new one 
or 1.5 Shekels to the Dollar. 
valuation of the Shekel; it is 
zeroes. 

BOOKLETS AVAILABLE FROM CEGI. 
to you, without charge: 

ries owned by a "registered en ­
trepreneur," constructed in 
the free-port area, and export­
ing at least 90°/o of their out ­
put. 
In essence, Eilat has become 
an A+ development area. 

mind the old Israeli 1,000 Shekel 
Shekel coin worth about 66 cents, 
This does not represent an upward 
simply a matter of removing three 

We are pleased to make available 

#B-52 - 12 Reasons Why You Should Open a Facility in Israel 
#B-53 - 12 Reasons Why You Should Conduct R&D in Israel 
#B-54 - Importers of Food, Wine and Liquor from Israel 
#B - 55 - Importers of Fashion/Textile from I s rael 

CEGl'S ISAM AFFILIATE 

We invite you to use the services of the Committee for Economic 
Growth of Israel and its affiliated company, ISAM International, 
if you are interested in: 

1 ) Locating distributors in Israel; 
2] Finding a joint venture partner to operate a factory in Is-

rael; • 
3) Locating an Israeli company to license your technology; 
4] Finding an Israeli company to manufacture OEM products for 

you; 
5) Locating Israeli developed technology that you can license; 
6) Assisting you in finding a joint venture partner to conduct 

R&D in Israel and obtain 50% grants. 

Contact Elmer L. Winter or Charlotte Slater at the CEGI office, 
5301 North Ironwood Road, Milwaukee, WI 53217, telephone 414-961-
1000; or Shraga Tzur, 22 Bar Ilan Street, Tel Aviv, Israel, tele­
phone 03-226-612. 

Information has been obtained from sources believed to be reli­
able, but its accuracy and completeness and any opinions based 
thereon, are not guaranteed. No statement or opinion should be 
construed as a recommendation to buy or sell any security. 



To: Elmer L. Winter, Chairman 
COMMITTEE FOR ECONOMIC GROWTH OF ISRAEL 
5301 North Ironwood Road 
Milwaukee, WI 53217 USA 

Dear Elmer: 

In response to your newsletter, "U.S.-Israel Business News," 
dated April 15, 1986, please send to me -- without charge -- the 
following: 

[ ] #B-42 - What the U.S.-Israel Free Trade Agreement Means to 
You 

4/B-43 A Plan to Sell Your Products (Duty-free) in the USA 
Market, Via Israel 

[ ] #B-44 - New Opportunities for Israeli Commerce: the Agree­
ment Between the United States and Israel to Estab­
lish a Free Trade Area 

[ 

[ 

[ 

[ 

[ 

] #B-45 - Israel's Economic Policy 

] 1/B-46 American Companies with Facilities in Israel 

] #B-47 - BIRD-F Report 

] #B-48 Doing Business in Israel 1985 

//B-49 - Manual for the Investor in Israel 1986 

] #B-50 - Directory of Israeli Industrial and Defense Products 
and Services Available in the United States 

#B-51 - Report on Israel's Barter Programs 

#B-52 12 Reasons Why You Should Open a Facility in Israel 

4/B-53 - 12 Reasons Why You Should Conduct R&D in Israel 

4/B-54 - Importers of Food, Wine and Liquor from Israel 

#B-55 - Importers of Fashion/Textile from Israel 

Name Company Name 

Address City/State/Zip Code/Country 

Telephone 41 Telex 41 
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Israel as Public-Works Project 
Can It Afford an Ecorw'!1y That ~ays Its Own Way? 

By Lawrence Meyer 

J ERUSALEM - With its military enemies and the 
pla~ue of quadruple-digit inflation at least tempo­
rarily a~ ~ay, the Israeli government is approaching 
a dec1s1on of watershed dimensions that it has 

avoided for all the country's 37 years: 
•. W\11 it continue to b~ild the Jewish State by using the 

nation s economy as a kmd of massive public-works proj­
ect - with ~II ~he fe~t?erbedding that the term implies? 

• Or will 1t n:-k dnvmg Jews from Israel by tolerating 
un~~1ployment m order to steer Israel toward economic 
eff1c1ency: encouraging enterprises that are productive 
an~ ~llowmg those that are not to die? The goal would ~ 
bmldmg an economy that can support the Western life­
style that Israel's citizens so clearly want. 

1:he simple fact is that Israel's economy suffers from 
sen~us stt'?ctural problems. It has a low-wage, labor-in­
tens1ve Th~d World e~onomy. However, it has managed 
- by maSSNe borrowmg - to satisfy First World tastes 
for such commodities as video cassette recorders, luxurJ 
automobiles and vacations abroad. - -- -- _,, · • • 

. Stopping mlation - the problem that has pre-occu­
p~ both Israeli economists and the Reagan .administra­
tioo: s policy-~kers - will not change this fact. Even 
leavme out anlitary expenditures, lirael will remain in 
seriou~ economic trouble until it figures out how to climb 
out of its current stagna~on, create productive jobs ex­
port more than it imports, and pay its bills without :nas- . 
sive handouts from abroad. . 

What life-support systems are to medicine, Amer­
ican foreign aid has become to Israeli life. With­
out the continuing flow of that aid - roughly 

19 percent of the government's budget in 1985 - Israel 
would not be able to defend itself and to maintain a soci­
ety that boasts five universities, sees one-seventh of its 
citizens travel abro.id annually, has 50 percent of its 
:,vork force employed in government, finance and service 
Jobs (ranking behind only the United States and Canada 
- countries far more developed than Israel) and has 29 
percent of its civilian workforce on the government -
which is to say the public - payroll_· 

Compared with seven ~ading industrial countries (the 
United States, ·Germany._ Japan Canada the United 
Kingdom, Italy and Sweden) lsr;el has th~ lowest per­
centage of workers employed in industrial jobs except 
Canada. • • 

In its 1978 report, the Bank ·of Israel analyzed struc-
tural problems in the country's economy. -· 

It found that in "recent years there has 
been a.marked structural change in employ­
ment, with the public-services sector absorb­
ing most of the additional manpower. Since 
the government's ability to siphon off more 

. money through taxes is limited . . . and 
since a diminished dependence on external 
s~rces of_ finance (foreign aid) has become a 
prune nat10nal target, there is no escaping 
the need to reduce the share of public serv­
ices in total resource use. 

"In other words, the freezing, and perhaps 
even absolute .decrease, of public sector em• 
pl«>Ymenl is necessary for relieving pressure 
m the labor market and making more re­
sources available to the business sector." 

This warning was not heeded by the gov­
ernment of Menachem Begin. H anything, 
rather than reducing Israel's dependence on 
Americaa foreign aid, the Likud government 
increased that dependence. Civilian con­
sumption was not brought wider control, 
even when the Israeli invasion of Lebanon in 
1982 resulted in an absolute decline in prer 
ductivity. Consumption in that year in­
creased. An analysis of the distribution of 
employment in the [sraeli economy among 
the various sectors finds no significant differ­
ence today from wmtt the Bank of Israel de-
scnbed in 1978. •• 

0 f course there are reasons for the fix 
that Israel is in, reasons that make it 
all the more difficult to solve the 

problem. 
One of the unique features of Israel as the 

Jewish State has been the role of the econ­
omy - even before the state was created 
- as an instrwnent of nation-building. In. 
political Zionism - the ideology that saw 
the creation of a Jewish State as the only 
realistic solution to the "problem" of Euro­
pean Jewry - the state was the end-point. 
A corollary of Zionist ideology in the pre­
~tate

1 
days b.eld that Jews should do the 

work, amo~ other reasons in order to pro­
vide jobs for the Jews who were coming to 
Palestine in answer to Zionism's call In the 
history of the United States, immigrants 
came ~ to fill jobs. In Israel's history, jobs 
were created tx> hold immigrants. 

After the state was founded, full employ­
ment became a governmental goal - not 
simply because it was better to have able­
bodied persons working, and not simply be­
cause the coll.lltry was desperately in need of 
development, but because Jews who did not 
have jobs would leave Israel In the last 10 
years in Israel, unemployment has run from 
a low of 2.9 percent in 1979 to the current 
rate which is somewhere between 7 and 8 
percent, although the possibility of a rate as 
high as) 1 percent has been mentioned. 



Americans have grown accustomed to 
unemployment rates that Israelis find high 
precisely becauee the United States govern­
ment has backed away from massive spend­
ing programs to stimulate employment. To a 
large extent, then, Israel's economy from its 
early days can be viewed as a kind of on­
going public-works project. 

This strategy has had its benefits. In its 
first 30 years, Israel increased its exports by 
3,600 percent, to use only one index of suc­
cess. An infrastructure, including roads, 
bridges and a complex water-supply system, 
was built. But there is no way to measure 
how much more successful the braeli econ­
omy would have been if higher unemploy­
ment rates - in the short term at least -
had been tolerable. 

They were not. Where other nations 
might use standards of efficiency to measure 
the benefit of investments, Israel was willing 
for years to subsidize businesses that other­
wise could not survive because they pro­
vided jobs. By the same token, government 
payrolls were padded with unnecessary 
workers doing non-essential jobs because 
economic efficiency \WS not a primary con­
sideration. 

N ot all the jobs in Israel were • make­
work to be sure. Thousands of jobs 
were created by privately-owned (and 

some government-owned) companies where 
economic efficiency was extremely impor­
tant. Israel's sophisticated high-tech indus­
tries have to compete in world markets 
against other companies that receive no gov­
ernment subsidies or help. Some of these 
workers, better educated and often of Euro­
pean descent, prospered in their private-en­
terprise jo!:Js. A wealthy class developed 
alongside the middle class and the poor. 

This situation made it especially difficult 
for a popularly-elected government to 
change policies and to begin using economic 
efficiency as a standard for measuring policy. 
As consumption among wealthier Israelis in­
creased. the poorer class of Israelis - often 
"Oriental" or Sephardic Jews - began to 
demand their own share of the pie. A succ~s­
sion of Israeli governments re~ponded by 
continuing the official make-work policy, 
supplemented by a combination of subsidies 
and welfare programs. 

This policy would have been expensive 
enough without the enormous defense costs 
that Israel has had to bear, especially in the 
last 18 years. 

~t whatever the reasons for Israel's eco­
nomic predicament, , the. question now is 
what happens next? If - and despite the op­
timism of many Israelis on the subject, it's 
still a big if - if inflation is ~ally under con­
trol oow, whex:e. does the lscaeli economy go , 
from here? The central fad: of the Israeli 

· economy is tha_Ut is not growing. Indeed, 
·,' 
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after years ol. growing, the Israeli economy 
has been contracting. • 

According to figures released by the gov­
ernment's finance ministry, Israel's national 
income for 1985 wifi be about $400 million 
less than it was in 1981. Israel has three 
clear economic choices: continued contrac­
tion, stagnation or growth. The first two are 
obviously undesirable, but how can growth 
be resumed? Since the founding of the Jew­
ish State, a substantial amount of economic 
growth has been achieved by borrowing -
from other countries, especially the United 
States, from world Jewry and from banks. In 
the current Israeli government budget, debt 
service accounts for slightly more than half 
of the total. As a result, in the near term at 
least, Israel will probably have to forego 
large-scale borrowing as a way to resume 
growth.' 

The other classic way of achieving eco­
nomic growth is by increasing productivity, 
and this gets to the core of the problem: In­
creasing productivity in Israel would require 
substantial structural changes. changes that 
run against the Israeli ideological and politi-
cal grain. _ 

Israel has never had a year in which.its ex­
ports exceeded its imports. The reason for 
achieving higher productivity would be to re­
verse this situation, turning a deficit into a 
surplus. If we think of productive labor as 
being that which brings capital into Israel -

. whether the job ts in the industrial or service 
sector - then part of what Israel needs to 
become sell-sufficient is clear. Thousands of 
workers now on government payrolls, or 
working in factories producing items under 
Israeli government contract, or working as 
social workers, are not doing productive 
labor under this definition. They are not 
helping Israel to pay its bills abroad, a vital 
necessity for a country that must import vir­
tually all of its raw materials. 

~F2.. .. 

tions. And, as a labor llllion, the Histadrut 
enforces the work rules and principles it bas 
negotiated with management to safeguard 
the union's idea of what is best for the work­
ers. It will come as no surprise to anyooe 
familiar with labor unions to say that the idea 
of a worker producing more without neces­
aarily being paid more, or producing more 
without fully sharing in the benefit of his or 
her increased production does not sit well 
with unions. 

Nor does the idea of laying people off on 
the basis of merit rather than seniority sit 
well with labor unions. Keeping a junior 
worker, who happens to be more capable, on 
the job while laying off a more senior worker 
is anathema to the labor-union ethic. 

But that, in stark terms, is what increas­
ing productivity is all about. What is needed 
now in Israel is a sea change in public policy. 
If the Israeli economy is ever to be self-sus­
taining, the Israeli government may have to 
tolerate a period of relatively high unem· 
ployment - perhaps 10 percent or more -
and resist the temptation to create jobs to 
put people back to work. The whole idea of 
this exercise would be to let ingenuity -
which Israelis have in abundance - guided 
by market demand, determine where Israeli 
workers earned their pay. 

The joker in the deck is that no Israeli 
government - for practical as well as ideo­
logical reasons - can tolerate substantial 
emigration of Jews. Israel's most capable 
technicians, scientists and engineers are on a 
par with quality pro{eMionals anywhere in 
the Western world. lf they cannot ~rk 
in Israel, they can find-it abroad. It O dif. 
ferent for less highly-trained work« who 
also take the responsibility of proyS for 
their families no less seriously. • .... 

The other major restraint agatnst~ic 
·restructuring of Israel's economy is ~ tical. 

I fit were within a government's power to Israel is a democracy, albeit one at~nt 
wave a wand and move workers from with a government of national unity,_j)µder 
one sector of the economy to another the best of circwnstances, it is na'ki for 

painlessly - that is, without unemployment democracies to undertake programs ·i'.furt re­
- the problem still would not be solved. Is- quire long-term sacrifice by the pop,u?iition. 
rael is one of the most heavily unionized Even if the government's policy is \li!tB-con· 
countries in the world. More than 75 per- ceived, the temptation by the opposition 
cent of the Israeli workforce belongs to a party to engage in demagoguery may prove 
union. Even white-collar workers and pro{es- irresistible. 
sionals have their union. Given the pre-existing splits in Israeli soci-

Virtually all the unions in Israel are com• ety - between the religious and non-reli· 
ponents of the Histadrut, the unique labor . gious, between European and OrientalJewi, 
union that is also a worker-owned industrial between those who would give up tne-1\'est 
cong(omerate and the largest non-govern- Bank for peace and those who would not -
mentitl employer in •1srael. Because of its it i.1 bard to imagine - not inconceivable, 

1 size and power. and because the Hista<irut but hard to imagine - that a govenunent 
.. pre-dated the state, it has been character- .: could sustain a long-term policy of austerity 

ized as a state within a state. in order to restructure the economy without 
As a labor · union, the Histadrut watches unrest creating pressure to change tbe-gov-

out for the interest of its members, who vote emmenL ' • • ... 
for the leadership in periodic, partisan elec- These are the Hobson'a choices fa~ the 

Israeli government. It is understandabw that 
Israelis, and those who wish them weif m the 
United States, may fasten on the aW23Ient 
success that Israel has enjoyed in ~g 
inflation. But that apparent success..J'!,lght 
not to obscure the deeper, more C0111plex 
and potentially far more momentous eco­
nomic problem that Israel has yet td. con-
front. - -
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ISSUE DEFINITION 

For the first 25 years of independence, Israel sustained economic growth, 
full employment, rapid industrialization, and a risinq standard of livin~ 
despite heavy defense spending, an unfavorable balan=e of trade, and ~ 

doubling of the population through immigration. But today, Israel faces a~ 
economic crisis marked by triple-digit inflation, rising unemployment, a $5 
billion balance of payments 6e=icit, heavy debt servicing, and no economic 
gro~th. The new National Unity Government, led by Prime Minister Shimon 
Peres, has asked the United States for help in restoring Israel's economic 
health. The 99th Congress Will be considering whether and how the United 
States may offer Israel assistance with its economic problems. 

BACKGROUND AND POLICY ANALYSIS 

This issue brief will discuss: 

Eistc~ical Eackgro~~d o= tne Israeli Economy 
Past Gove~nment E=forts to Control the Economy 
The Need for Economic Reiorms an~ the National Un~ty 
Government 
The National Unity Governme~t•s Economic s~eps 
U.S. Aid to Israel 
congressional Considerations and Options 

An Appendix follows, which includes: 

Table I -- Selected Economic Incica~crs 
Ta=le II -- The Israeli Budget 
Ta=le III -- Israeli Trade Statistics 
Ta=le IV -- Israel's Debt anc Debt Service Payments 
Ta=le V -- Israel's Capital Imports 
Ta~le v; -- U.S. Aid to Israel 

For further information on related issues, see: 

U.S. Assistance to Israel Issue Brief 85066 
United States-Israel free Trade Area, Issue Brief 8~117 

EISTORICAL BACKGROUND OF THE ISRAELI ECONOMY 

I srael's socialist economy is based on the premise that social equality · 
can be provided by economic growth. The Government provided social welfare 
services, allocated resources, became a rnaJor _partner in industrialization, 
a~~ stimulated economic growth through an unrestrictive easy credit monetary 
pc:i=Y· From 1950 to 1976, the Israeli Gross National Product (GNP) grew a~ 
2r. average rate of 9% p€r year in real terms, and the per capita GN? grew at 
a~ average rate of 4.7% per yea=. By 1976, per capita GNP reached $3,370, a 
leve~ comparable to Spa~n, Italy, East Germany, and the Soviet U~ion. Over 
tte same period, exports grew mere than 15% per year, and industry expanded 
tc be=ome 30% of the GNP. In those 25 years, agricultural product~v~~Y 
in=reased an average of 9.6\ per year, and the value of the crops inc=eased 
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23% per year, although agriculture provided only 5% of the Gross Domestic 
Product. Industrialization and economic expansion were accomplished despite 
Israel's involvement in four wars with its Arab neighbors and the attendinG • 
inordinately high defense requirements, despite an almost total absence o~ I 
raw materials and natural resources, and despite the need to house, 
train, and employ a wave of immigrants. 

educate, 

Israel's dynamic growth and developmen~ was assistee by an infusion of $1 
billion per year in foreign capital from German reparations and restitution, 
gifts from world Jewry, commercial loans, Israel Bends, and U.S. aid. The 
innovative Israelis utilized the foreign capital to establish a 
future-oriented high technology industrial base. The capital imports also 
allowed Israel to sustain high demand withou~ an accompanying high inflation 
-- infla~icn averaged 6% per year for the years 1950 to 1970, low by 
international standards. 

But, Israel's 
problem has been 

economic system also hac its shortcomings. one 
the balance of trade deficit. Resource-poor 

persisten~ 
Israel must 

for import consumer necessities anc raw materials 
industries. Since the 1948 founding of the state, 
exports. A second problem has been the private anc 
finance the growing balance of payments deficit. 
fcreis~ debt is equal to its $24 bi:lion GN?. A thirc 

its 
imports 

public 
Israel's 

problem 

manufacturing 
have exceeded 

borrowins tc 
$24 billicn 
has been 

pu=~i= policy that caters to the Israeli desire for a higher standard c: 
living, which has resulted in increasing imports of luxury goods, higher 
wages, and deficit spending fer consumer su~sicies ar.c social programs. A 
fourth proble~ has been inflation, a "necessary eviln associated ~itt 
economic growth that became a permanent fixture ir. the Isra~li economy 
because of labor-managemen~-governmen~ agreements to index wages tc prices. 
Israe~i inflation jumped from the 6% per year of the early years up to an 
average of 34% per year for the years 1970-l979. A fifth problem h~s been 
the .heavy defense spending necessary to maintain a level of security the 
Israelis find acceptable. A sixth problem, w~ich began to emerge in the late 
:S5Ds anc early 1970s, is the e=oncffiic dicho~omy between Sephardic Jews ( :rem 
~iddle Eastern and North Africa~ countries) and Ashkenazi Jews (frorr Europe 
a~d North America). Sephardic Jews, now a majority of the population, wa~t 
t= maintain the social welfare system which benefits their less af:lue~~ 
numbers, ar.d also want greater access to economic policy positions dominatec 
by Ashkenazi Jews. 

These and other problems approached a critical stage in the late 1970s. 
Werle recession reduced the demand fer Israeli expor~s. World inflation 
raised pr~ces cf Israeli imports. Israeli economic growth stopped and 
productivity fe:1. Israeli inflation rates reached 40% in 1974, 50% in 1976, 
and near 80% in 1979; and consumer demand for luxury imports remained high. 

PAST GOVERNMENT EFFORTS TO CONTROL THE ECONOMY 

Yitzhak Rabin's Labor Government . (1974-1977) tried, with partial success, 
~a reduce imports through taxes, in the hope that reduced demand for imported 
c~nsumer goods would also slow the 30%-plus inflation rate and that recucec 
imports would narrow the balance of payments gap. The central bank (Bank o: 
Israel, founded 1954) adopted more restrictive monetary policies ta tighte~ 
credit and abso~b excess purchasing power, but high levels of gc v ern me~t 
spendi~g fueled the inflation spiral. The balance of payments de:~=i~ fell 
:rorn $4 billion in 1975 to $2.6 billion in 1977, but inflation stayed in the 
30% per year range. 
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Menachem Begin's Likud Government, elected in May 1977, wanted to reduce 
government involvement in the econcmv and rely on market forces and the 
private sector for economic growth, with a long-term goal of establishing a 
free enterprise economy. Likud envisioned selling off government enterprises 
to domestic and foreign inves~ors. Finance Y-inister Simcha Ehrlicr. cu~ 
government subsidies for basic commodities (food, :uel, utilities ) , 
to recuce the government budget and reduce the government's rcle 
eccnomy. ~he government raised incirect taxes, abolished currency 
and allowed the Israeli pound to float. The plan was intended to 

~n orde: 
~n the 

controls, 
stimulate 

the economy, encourage foreign investment, and increase exports. Bu~ imports 
increased because Israeli consumers borrowed money overseas (taking advantage 
o= the relaxed currency controls) to finance imports of durable goods. The 
new wave of consumer buying increased in=lation, Which soon cancelled the 
advantage enjoyed by Israel's overseas cus~omers when the floating pounc 
devalued. The balance ct payments gaF widened a~c inflaticn climbed to 50% 
for 1978. (See table I in the appendixes a~ the end of this Issue Eriei. ) 

New ?inance Y.inister Yigal Eurvitz in~rodu=ed the "New Economic Policy" 
(N~P) in 1979 to cut the budget by eliminating subsidies and reducing the 
government work force, to cut imports by introducing a 10% import deposit, t~ 
increase exports by dro~ping taxes on expert industries, and to reduce 
in=la~ion by imposing a 1-year freeze en all wage negotiations {hence a 
=reeze oL wages ) . The Ba~k c= lsrael tigh~enec its already restrictive 
mone~ary ~olicy by raising in~eres~ rates from 38% in 197E to 90% in l97~ a~c 
se~~ing an upper li~it on crecits to slow the wage-price in=lation spiral a .. c 
~c recuce money in circulation. But the plan foundered fer lack of pc:itica: 
su~pcrt. F.istacrut, the union federation, cpposed the wage freeze (without c 
ccrrespcnding price freeze ) anc the government work fcrce recuc~icn. Lower 
income people, primarily Sephardic Jews, c~ncsed the subsidy cuts. The 
middle class opposed import restrictions. Other government ministries 
defended their budgets against recuctions iL funding and work force. For 
example, the Education ~inistry, a traditional bailiwick of the religious 
?arties, not only rejected tighter budgets and reduced work force but triec 
tc i~crease its budget and raise the salaries ci teachers. The government 
votec the teacher salary increase, in par~ to kee~ the religious parties 
==~~e~t, and Hurvitz resigned. The NE? did increase exports by some 20%, bu~ 
im?cr~s also increased and the balance of payments deficit approache~ the 
19 7 5 level of $4 billion. In accordance with Israeli law, the governmer.~ 
~a:ances the budget by borrowing from the Bank of Israel. The Bank c: Israel 
?rovides the funds by printing money. The unsupported sheke l s (sheke l s 
replaced the pound in March 1980, a cosmetic change } fueled inflatio n ; 
i~f l a~ion jumped from 78% in 1979 to 131% in 1980. 

198: was an election year. New Finance f-inister Yoram Arider took steps 
pr i or to the election which had the appearance oi pol i tica l , rather than 
eccno~ic, motivation. Arider reinstated basic commodity subsidies (revers i ng 
the Ehrlich-Hurvitz plan to reduce and eliminate subsidies ) and reduced 
purchase taxes, including import taxes. Subsidies and lower taxes were 
pc~ular ~ith the lower and middle classes, Likud's constituency, who then t.ad 
m~re m~ney in their pockets to spend on luxu~y and durable goods, most ly 
~~Fcrte~. Likud wen re-election. The temporary pause in in::atio~, causej 
~Y the low2r taxes, was soon overtaken by the consumer buying spree anc b y 
more currency injections from the Bank of Israel, and in=laticn resumed i ~s 
~pwarc course. To slow inflation, Aridor reversed the policy again. c~~ 

£ ~ =s i =~es and c~t the gove~nment budget by 5% in late 1981. I~:la~ic~ ! c : 
~he year droppec to :80%, but the balance of payments deficit cl~mbed to $4 . ~ 
billion. 
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Another subsidy cut in early 1982 sent food prices and inflation up. The 
invasion of Lebanon in June 1982 increased government spending, stopped 
tourism (a major source of foreign currency and employment) and lowered 
industrial productivity because workers were mobilized for military du~y. 
The government paid for the Lebanon invasion by raising the value-added tax 
(which was in:lationary because higher prices brought automatic wage 
incr e ases), by taxing stock market transac~icns, and by imposing a compulsory 
bend sale. For 1982, exports fell, impor~s rose, and inflation increasec to 
130%. 

In 1983, Aridor tried to slow imports by adding a tax on foreign exchange 
purchases and reintroducing the import deposi~ - - this time at 15% of the 
value of the import. The Bank of Israel raisec interest rates from 136% to 
400%, but the restrictive monetary policy was frustrated by the continuing 
demanc for government money infusions into the economy. In September 1983, 
Prime ¥-inister Begin resigned, which added to existing uncertainty eve~ 
rumors that the government was considering a tax increase, a budget cu~, and 
a devaluation of the shekel. Israelis liquified their assets to turn shekels 
into dollars before the devaluation and to cuy durable goods before a new 
wave c: taxes. One available asset was bank s~ock; a run on bank stocks 
wiped out about on e- third the value c: the s~ock exchange be:ore tracing 
stepped and the governoen~ devaluec the shekel. Banks we=e forced to borrow 
money overseas to purchase their own stocks. At tha~ poi~~, early Oc~cber 
1983, Arider suggested ncollarizaticn,~ pe=manently linking the shekel to tae 
the doll~~- Aridc~ resignec am~C a pu~li= ou~~~ying for .h~s removal 
ostensibly because of his perceived un?atrio~ic suggestion tha~ Israel become 
dependent upcr- the United States. For 1983, inflation rea=hec 190% and the 
balance cf payments de:icit passec $E billion. 

New Finance ~inister Yigal Cohen-Orgad, like Finance Kinisters before him, 
beli e ved Israel's economic salvation restec in increasing exports, reducing 
imports, anc reducing public sector involvement in the economy by cutting the 
government budget. In January 1954, Cohen-Orgac introduced a $23 billiCL 
budget and asked for an a=ross - the-board 9% c~t in the budget. (See ta~le 
~l.) Cacinet ~inisters agreed to the 9% cut in p=inciple, but each bega~ 
ce:ending -his own Y.inis~ry budget, trying to shi:~ the cuts to othe~ 
Y-inis~ries, and using what might be described as "crea~ive accounting" tc 
minimize the budget reductions. After the cabinet mane~vering, the proposec 
budget reduction amounted to between 4% anc 5%. Cohen-Orgac tried another 
tack: an across-the - board reduction cf Sl billion to be allocatec by the 
Y.inis~ers. But the cabinet could uot agree on the allocation and the 
ma~euvering cor.tinued. The Knesset approvec the full, uncut budget of $23 
=illion fer the Israeli fiscal year 1964/19E5, which began on Apr. l, 1984. 

THE NEED FOR ECONOHIC REFORMS AND THE NATIONAL UNITY GOVERNMENT 

Most economists a gr e e on steps Israel should take to resolve its 
p~obleres: 

end indexing, which automatically links wages and prices 
in an inflationary spiral; 
cut the government budget; 
increase exports anc reduce imports to end the balance 
of trade deficit; 
stop borrowing overseas, to stop the growing debt and 

economic 
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the growing deb~ servicing expense ; 
stabilize the shekel; 
reform the tax system, both to stop tax evasion and to 
s~reamline the unwieldy tax structure; 
reduce consumption, Which means lowering the standard of 
living; 
resume economic growth, primarily by restoring industrial 
and worker productivity; anc 
end the plague of work stoppages, union walkcuts, and 
wildca~ strikes. 

over the past several years, the government and the succession of Finance 
¥.inis~ers have been unwilling or unable to take these s~eps. Some steps are 
u~popular, such as reducing the budget by · cutting the basic commodity 
s u csicies. some steps are d~fficult to negc~iate, such as reaching an 
agreeme~t among labor unions, the business community, the government, and 
ewployers to end indexing withcut leaving one segment at a cisadvan~age. 
some steps are counterproductive, such as correcting the trade balance by 
restricting imports that coulc a=fect the production and inves~me~t imports 
upon which the export industry depends. Some steps may be beyonc the 
government's capacity to monitcr or iffiFlement, such as ending workers' 
s~rikes or reforming tax collection. It has bee n the accepted Politica: 
~isdom in Israel tha~ no government could institute all or most cf the 
eccnomic reforms needec and remain in office . Segments cf the society, such 
as Sephardic Jews or business or Eistadrut members er the religious parties, 
could rely en ntheir" Knesset or cabinet members to appose changes deemed 
detrimental to the .group. Fragil~ coalition governments of~en were helc 
hostage by s~aller parties and special interest groups tha~ could vcte 
a~ainst the governmer.t in a vote of confidence. 

The political wisdom was confirmed when the Tami party vote 
the government on Har. 22, 1984. Tami represetts poor, North 
l~s three Knesset members were part o: the ruling Likuc 

to dissolve 
African Jews. 

controlled the social services pcrt:olio. In early 198~, the 
coalition, anc 
Y-inistry issued 

a repcr~ that saic pover~y was growing and that poor people needeC 
~overnmEnt services. Other cabinet ministers disagreed with the report 
~he re=~~mendations. According tc the Jerusale~ Pos~, Tarr.i threatened 
vote against the coalition unless the gcvernme n ~ raised the income 
t h reshold, provided more benefits to children, ar.d passed a minimum wage 
Wh e n the Li kud government failed to meet the demands, Tami broke ranks 
t h e Li k u d c oalition and vcted with the Labor opposition to dissolve 
K:1 es s e:.. 

and 
to 

tax 
law. 
With 

the 

The July 23 , 1984, elections were inconclusive; neither Likud nor Labor 
won a majority and neither party could form a governing coalition. After six 
weeks of negotiations, a Labor-Likud national unity government was approved 
by the Knesset on Sept. 13 by a vote of 98 to 18, with one abstention. Likud 
controls the Finance Ministry and Labor contro l s the Economic Planning 
~in i stry, the twc Ministries that head an economic council composed of 10 
Mi~ i sters, five from each major party. In theory, the economic council was 
supposed to devise an economic reform plan that wc~ l d save the Israel~ 
eccnomy. But based on the deep-seated part~san d~==erences and the pas~ 
performance of Israeli governments acquiescing to smalle= pa=ties a~d 
i~terest groups, skeptics questioned Labor's and Likud's capacity tc 
cooperate and their Willingness to resist interest group pressure. C?~i~is~s 
believed the paramount importance of economic reform would overr ~ de par=isa~ 
politics and special interests. 
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THE NATIONAL UNITY GOVERNMENT'S ECONOMIC S~EPS 

The new unity government did not announce an overall plan for the economy, 
but a series of steps for cutting the government budget, absorbing excess 
purchasing power, slowing inflation and de-linking the index, recuc!ng t~e 
balance of payments deficit, and seeking assistance from the United Sta~es. 

Step One -- the Government Budget 

The first s~ep was to cut the governmer.t budget. Accordins to Prime 
Y-inister Peres, about one-half of the $23 billion budget is committed to deb~ 
servicing and the other one-half is for government operating expenses, of 
which about $5 billion is for defense, $5 billion for other operatins and 
administrative expenses, and $1.5 ~illion is for government subsidies for 
food, credit, and exports. (Note: the Prime Minister's figures, given in a 
speech tc the Knesset on Oct. 22, 1984, ciffer scmewhat with the governoe~t 
budget in table II.) Israelis believe that cutting money for debt servicing 
would mean defaulting on payments, which could harm Israel's crecit ratins. 
Israelis also believe that cutting defense would jeopardize Israel's 
security. Cutting subsidies =or exports could delay the develcpme~t c: 
expert indus~ries upcn ~hich Israel depends =er its econc~ic salvat~=~-
cutting subsidies for fooc, fuel, and crecit, or cu~ting a~y of 
budget (pensions, allowances for children of pocr families, 
paymen~s, health benefits) could create a hardship fer poorer 
trigger social unres~. 

At its first meeting on Sept. 

the wel=are 
une~plcyme~~ 

people ant 

Minister Modai to cut the budget 
15, 1964, the 
by $1 billion, which started another 

of arguments among cabinet ministers over where the cuts would fall, and 
triggered a series of strikes and work stoppages tc protest wage cuts. 

While the arguing continued, Finance ¥.inister Hodai introduced 
~ropcsa~ to cut $550 million froffi the budget. The cabine~ agreed 
~,,,;c~. □ = the total of $1.375 billion in cuts approved by the 
oulY s:1c ~illion had actua:~y been cut by mid January 19E5. 

another 
to $375 
cabine~, 

The Israeli "White Paper" presented to the U.S. Government ir. December 
1584, requesting aid for t h e U.S. fiscal year 1986, saio Israel would c--­
$1.54 b~llicn from the FY84/85 and FY85/86 budgets in two stages; the firs~ 
s~age c~t cf $1 billion from FYB4 / e5, anc the second stage cu~ c: $3~0 
mil~icr. from FY85/85. But the document then listed cuts totalling $300 
millior. for the firs~ stage withcu~ an explanation of where the remaining 
$700 million in cuts would fall, and offered no breakdown of the second stage 
$540 million proposed cuts. 

Atiout ,Jan. 20, 1985, the Finance Minister presented the fiscal year -
1985/1986 budget to the cabinet for approval; the Israeli fiscal year began 
Ap~. 1, 1985. On Jan. 27, 1985, the cabinet approved a budget of $22.9 7 8 
bi:licn, which, according to the Minis~ry of Finance spokesmen, included c 
$1.8 bi:licn cut. But when the FY84/85 budget of $22.708 is compared tc t~e 
:YS5/86 budget of $22.978, there appears to be an increase, not a c~~­
=~~ance Ministry spokesmen explained that the $1.8 billion cut is tc be 
~mplemented over two years, $330 million in FY84/85 budget (which e~ded on 
Mar. 31, 1985) and the remainder, presumably $1.47 billion, in t~e FYB5 /S ~ 
budget. It is not clear how the new cut of $1.8 billion announced on Jan. 2i 
equates with the previously announced cabinet approved cuts of $1.37_5 billicn 
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for the FY84/85 budget, most of which has ttOt ye~ beer. implemented. A:sc, •­
is not clear if the $330 million cut to be appliec tc the FY84 / E5 budge~ 
duplicates the cuts already implemented or i= the figure represents 
additional cuts. Such questions aside, the ~inisterial Committee on Economic 
Affairs approved a budget proposal c: S22.4 billion on ·Feb. 20; again, nc 
explanation of the difference betweer. the $22.578 c~llion anc the $22.? 
cillion was offerec. 

The budget issue became more confused en Feb. lE, 1985, when the Knesse~ 
passed a "first reading" of a $1.S bi:lion supplementa~ budget for FY84/ES 
that ended on Mar. 31, 1985. (Knesset bills become final af~er votes on each 
of thr€e "readings.") A February 19 Jerusalem Post article said S400 ~illion 
of the $1.9 billion supplemental was a "bookkeeping item", that has no 
"economic implementation." But whatever the figure, $1.9 billion or $1.5 
~illion, the supplemental appeared to negate any actual er plannec budget 
cuts. The Knesset Finance Committee aFprovec the supplemer.tal budge~ on Feb. 
21, 19E5. 

Another con=licting repor~ appeared ~r. the Jerusalem Post cf Kar. 9, 19E5, 
Which said the FYB4/85 budget was $24.2 billion, anc the F~E5 / 66 budget was 
$23.3 billion, with the cifference between the two figures desc=ibec as a 
neut" of $855 milliot. with all the conflicting and unexplainec numbers, it 
is cifficu~~ to know wha~ the budget is er if there is any real a~tem~~ tc 
cut the budge~. on Mar. 29, 19S5, the Knesse~ approved the 20 trillion 
spekel, $23.~ billion budget for FYE5/86. 

s~ep Tw~ -- Rec~ce Purchasing Power 

The Finance Ministry's second step was to reduce the public's purchasinq 
power. On Sept. 23, 1984, Finance Minister Modai announced "preparatory 
steps," w~ich he said would absorb excess money in c~rculatiot. The "steps" 
~~=~uCed a $350 million cu~ in government subsidies =or food anC fuel 2nC a 
series c: taxes ~ntendec to a~sort money tha~ otherwise might be spent :o~ 
c=nsu~er goods. Eista~rut opposed ~odai's "preparatcry steps" because t~e 
wage earners would be pay~ng more :or food a~d woul~ pay most c: the surtax 
en income thro~gt payro~~ deductions. The business com~unity oppcsec the 
inventory, build~ng, and equipment tax. Acccr~~ng to the Je~usalem Pest, 
some economists expressed doubts on the effectiveness o: the business taxes 
because so many industries and businesses sought exemptions. 
the Knesset in l ate May 1985. 

Sten Three -- Balance of Payrne~~s 

passec 

The next economic step addressed the balance of payments deficit. Israel 
averaged $4.3 billion trade deficit for the 5 years 1979-1983, but was able 
to pay for the extra imports by importing about $4 billion in capital each -
year for the same perioc (from U.S. aid, West German reparations, loans, and 
gifts :rom world Jewry; see table IV ) . The portion cf imports directec at 
the consumer market had risen drama~ically from 5% of total imports in 1980 
~o over 10% in 1963. Previous governments had taxec l~xury consume~ imports 
in their attempts to red~ce the deficit, but withou~ success. Ne gove=~me;.t 
could reduce investment or production imports, the machinery and raw 
materials needed for Israel's industry, without injuring expcr~s; ~ncreas~ng 
exports was Israel's hope for future economic sclvency. On Oct. 2, 1564, 
Minis~er o: Industry and Trade Ariel Sharon announced a 6-montt ba~ or. 
imports of some 50 luxury items. Import deposits on other items were ra~sed 
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by 251, up to 40% of the value of the item. To avoid price-goug i ng ant a r uL 
on inventories, the government imposed price contro l s or. i mportec a n d 
comparable domestically produced items. The amount of mone y Israe l is 
traveling abroad may take out of the country was reduced from $2,000 tc 
Sl,000 in an attempt to slow the drain on foreign currency reserves. (One 
report saic 750,000 Israelis, or almost one-fifth of the populat~on, t~avele= 
abroad in 1953. ) The day Sharon announcec the import ba~, oc~. 2, the 
Je~usalem Post reported that Israel's foreign reserves fell to $1.7 billiot, 
one-hal: the $3.5 billion average for the past 5 years. 

But, despite its dramatic impact, the import ban could not solve Israel's 
trade anc payments problem. The government estimated that the Oc~. 2 imper~ 
ban would save $700 million, but that is only 14% of the estimated S5 billion 
balance of payments deficit. The 6-month ban violated Israel's 1975 
agreement with the European Community (EC ) , which allowed 3-month import bans 
under certain economic conditions. The EC accepted Israel's ex?lanation cf 
the need for the 5-month ban, and agreed net to take action against Israel. 
The United States also accepted the Israeli explanation; the import ban 
in the midst cf U.S.-Israeli negotiations for a free trade 
(See CRS Issue Brief 84117, The u.s.-Israel Free Trade Area. ) 
had its snare cf Israeli critics: Bank of Israel cfficials and scme cabine~ 
minis~ers opposed the ban because it wculd increase une~plcyment~ some 
l s~ae!~ consumers w~nteC the b~nneC goods; some !srael~ 
!s~aeli indus~ries wo u ld change their focus to~ard the 
away from the expcr~ rr.arke~. 

~he Israeli newspaper Radashot renorted on Nov. 2 
relaxec the freeze on some imported items to stop price 
~he pr~ce con~~cls ) on ccmparable domestic i~e~s. 

the Y.inistry 
(Cespite 

a=jus~me~~ 
adde= tc the confusion of the "package deal" price-wage freeze. 

In early February 1985, after the second "package deal" wen~ into 
No reason the i~pcrt ban was dropped two months beiore the intended 

w~s given for encing the import ban early. The government 
~~ave: ~ax from $100 to $150 for each Israe~i leav~ng the 

date. 
also raised the 

country, added 
~5% tax on the vclue of a~r?lane ticke~s, anc raised the import deposit =~err 
~G% to 60\ of the value cf the imported i~e~. The governmen~ also steppe= 
banks from paying interes~ or. savings accoun~s 1inkec to =oreign c~rrency for 
the first year of deposit. 

s~ep Four -- Inflation anc the Index 

Reduc~ng public purchasing power ( see step 2 above ) was a prelude to ste~ 
4, the general plan to reduce inflation and to de-link the index. The key to 
the inflation-index problem was the union-government-business "package deal," 
intended to freeze wages and prices, which would stop the automatic inflation 
inherent in the index. But the negotiators had to implement the freeze 
without placing any sector of the economy at a disadvantage. A price-wage 
freeze could erode real wages because wage increases were based on 80% o: the 
cost-of-living index and laggec 2 mon~hs behind prices. (See table I. ) Fo~ 
example, the 15.5% August, 1984 ccst-of-living increase wou:c result in ar. 
11% October wage increase; the 21.4% cos~-of-living increase for Septc~~er 
meant a 17% wage increase in Ncvembe~. Wage earners were concernec about t~e 
decrease in buying power, the fear of growing unemployment cause~ by t ~ e 
government budget· cuts, and a slowdown in the economy cause= b¥ t ~ e 
wage-price freeze. Similarly, a price freeze wou l d not allow the b~siness 
community to raise prices to compensate for increasing prices of impc~~ea raw 
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materials or for higher wages. Manufacturers were concerned about declin~ng 
worker productivity resulting from real wage declines and about high interes~ 
rates. The Bank of Israel dropped its annualized interest rate and begaL 
setting monthly rates. When interest reached 20% per month, businesses found 
borrowing prohibitive. 

Package Deal I 

The "package deal" signed on Nov. 2 , 1584, 
services, taxes, rents, and profits for 3 months. 
(November), wages would increase at two-thirds of 

froze all wages, prices, 
During the first mar.th 

the 80% of the cast cf 
living, and during the second month the difference between the cast of living 
and the wage increase could not exceed 5%. Salaried workers would receive a 
5% tax credit for 3 months beginning in February 1985 to compensate fer the 
reduced cast-of-living increment. All tra~sactions will be in shekels, ne~ 
dollars as was the practice fo~ many transactions. The "package deal" was 
a?proved by the manufacturers' associatior, anc Eistacrut on Nov. 3, anc 
proclaimed by the governmer.t on Nov. 4. No one addressee the suesticn c: 
wha~ happeneG at the end o: the 3-month freeze. 

The cabinet decided on Nov. 4 to ap?lY the freeze ~o subsicies, w~i=t. 
des~royed Modai's bucget-cu~tins pro~ra~. ~he !ncus~ry anc Trade ~ir.is~ry 
issued a price list for some 400 items, but unders~ated some prices beca~se 
they miscalculated the value-added tax and overs~ated other prices (nc 
explanation fc~ the higher prices ~as off ere~). The ¥-inistry recallec the 
=irst l~st to issue a revised list. The governmer.t also establishec centers 
=er consumers to report price-gouging anc seve~ special courts to try 
~erchants accused of charging unauthorizec high prices. 
:aunche= a campaign against black market tracing in cellars. o~ Nov. 15, the 
o=~ober inflation ra~e was announced -- 24.3% , which meant a wage increase c= 
:2.8% for December. The acrimony over subsidies, price lists, price-gouging, 
=:ack marke~, and eroded wages led some to speculate that the "package deal" 
we~~= not last through Decenber. 

Package Deal II 

The government, Histadrut, and the employers be~a4 nego~iations in January 
1965, to arrange a new, longer range "package deal." The negotiators were 
e~couragec by the Jan. 15 report that the cos~ - of-living increase fer 
Dece~ber 1954 was 3.7%, a significant drop from the 19.5% of November. The 
"package deal" was working. On Jan. 23, a new 8 - mcnth "package deal" was 
announced to begin Feb. 4, 1965. The new "package deal" provide~ for 
immediate cuts in subsidies, which meant price increases in public 
tra~sportation, food, fuel, water, and electricity by an average of 13%, but 
these increases would not be calculated into the cost-of-living index upon 
which wage increases would be based. Other prices would be allowed increases 
of between 3 and 5%, on a case-by-case bases which, it was b~lieved, were 
necessary to keep unemployment down and to reflect increased business 
expenses. On Feb. 24, the manufacturers announced that they wo~ld wit~dra~ 
from the "package deal", but changed their minds the nex~ day fcllo~~~; 
negotiations with the governmer.t and Histadrut that deci~ed upor. a 12\ 
subsidy price increase for Mar~h. In early March, Histadru~ comp l a~nec that 
~he "package deal" was violated when the Industry and Trade ~~=is~~r ~elease~ 
a r.ew price list that raised prices on some 60 items by an ave~age o: ~ % , 
well above the 3 to 5% maximum in tbe "package deal." ~he Jac~a~y 1565 
inflation rate was 5.3% and the February rate was 13.5%. 
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According to a complicated formula included in the second "package deal," 
wages were to increase after the first three months of the year. Histadru: 
wanted a 13.2% wage increase for March, but the employers believed the 
increase should be 12%. Also, the employers wanted price increases on some 
320 items, but both the government and Histadru~ opposed the increases. The 
three parties to the "package deal" began another round of nesotiations 
c~~~ng the week of Ma~. 25, 1985. 

Package Deal II! 

Package Deal III res~lted from the deadlock betweer. the manufacturers' 
demand for higher prices and Histadrut's refusal to accept the price 
increases withcut a wage increase. Package Deal III, signed or. Har. 31, 
callee for a 7% price increase on ncn - subsicized goods and a 15% increase in 
prices of subsidized goods, followed by a 2-mor.th p~ice freeze. At the end 
cf the 2 - month freeze, prices of non-s~bsidize~-goocs w~ulc increase by 60% 
o: the amount the shekel devalued over tbe 2-mcn~h pe=iod, anc the price cf 
subsidizec goods woulc increase by the full amo~n~ o: the shekel devaluaticr. 
over the 2-month freeze. (Note: on Jau. 4, 19E5, the exchange rate was 
646.38 shekels to one dollar, and on Mar. l was 765.95 shekels to one calla~, 
and en May l ~as 954.~5 shekels ~c the dclla=. ) The Marc~ in:lation ra~e was 
12.1%, anc the April inflation ra~e she~ ~r to lS.4% :or the month. 
Fcllcwins tne June 1 end tc the 2-mor.~h freeze, subsidies were cu~ anc prices 
wer.t up cy abcut 25% which led many to believe the June in:lation r2~e wculc 

· be as high as April. A cabinet decision announced on May 19 plecgec to 
=~n~~nue "?ackage deal III =or anothe~ two mc~~hs". 

~abinet Decisions, May 19, 1985 

en May 19, 1985, the cabinet approved some 20 proposals 
re=crms, including a 10% decrease ir. income tax, a 5% decrease 
taT., a 2% increase in the value added tax C=rom 15% to 17%), a 

luxury goods, a 

for 
in ernploye=•s 

10% to 20% 

g=ve~~ment transactions, an increase in rent =or gove~nment - ownec housing, a 
S:5c i~crease in travel tax (!rom $15C to $300), a $ZOO reduction in overseas 
travel allowance (from $1000 to $800 ), a 3 - year phased end to the Bank c: 
lsrae: =inancing 
tax reductions 

government deficits, and others. Th e income -anc employer's 
will reduce gover~ment revenues, thus exacerbating the 

governme~t b~d9et de:icit, ar.c cc u :c stimulate consumer spencing, thus 
increasing in=lation. But the goverr.ment believes the revenue loss will be 
c=fset by the VAT increase, and that higher rents, import anc travel taxes, 
and the gove~nment transaction freeze will reduce consumer buying powe= anc 
reduce in=lationary pressures . 

Finance Minister Hodai said on May 19 that the proposals were part of an 
economic recovery plan that also included a government budget cut, 
continuation cf the package deal, and protecting foreign exchange reserves. 
But, oc May 21, Modai said the approach toward economic recover y we~:~ bE 
grac~a:, rather than by introducing an economic reform plan. Hoda~ sa~= ~he 
governmen~ would not abclish the wage - price index or devalue the s~eke:, 
steps tha~ many economists, including Secretary of State Shultz, belie v e are 
necessary to restore Israel's economic health. Some cabine~ ministers sa~d 
the cabinet proposals were part of 2 n economic reform plan, while c~ h ers 
called for Modai's resignation because he had not introduced an economic 
reform plan . plan. The most critical of the proposals for Israel's 
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long-term economic recovery appears to be the Bank of Israel law, 
before the Knesset, which would end the government's practice ct 
the budget deficit by borrowing money from the Bank (which prints 
it loans to the government). 

Cabinet De~isions, July 1, 1985 

currently 
financing 

the money 

Inflation dropped from the 19.4% rate of April to 6.8% in Hay, an 
indication that the "package deal !II" freeze was work~ng, but the lower rate 
(belo~ 12%) also meant that workers woulc not receive a cost o= living 
increase in June. Ka~uiacturers corr.plained that prices did not go up enough, 
while wage earners complained that wages remained too low. The freeze 
coupled with the June 1 price increases, both iD accordance with the Hay lS 
cabinet decision, 
work slow-downs. 
recommend another 
because he hoped 

trisqered another series of wildcat strikes, 
On June 14, Finance Minister Mada~ a~~cunced 
extension of the package deal beycnc the 

walk-outs, and 

tc have his economic plan ready. On 
manufacturers announcec they would withdraw from "package deal 
5. "Package deal II!" had collapsed and the cabinet began 
late-night sessions to head off the crisis. 

on July 1, the one-year 

he 
end 

June 
III" 

a 

program, the firs~ three months of Which was an emergency period. 
emergency period, curing which the cabinet hoped to recuce the 
rate, the cabinet proposed: 

to cut the budget by $750 ~illion on an a~nual 
basis (it was net clear if the cut was $750 million 
or $562.5 million because the year was one-quarter gene); 
to devalue the shekel by 18.8% (the new exchange 
rate was 1,500 shekels tc the cellar); 
to levy a one-time 6.3% tax on corporations anc 
self-employee persons; 
to levy a tax on l~xury apartments; 
to pay compensation to low wage earners to recuce 
adverse e=fects on real wages; 
tc fire 3% (10,000) of the government workers; 
anc 
to freeze wa9es and prices for three months (through 
Sep~ember) fellowing a subsidy cut and price increase 
e=fective July 2. 

The subsidy cut increased food prices between 
across-the-board price 
total price increase 
services averaged 24%. 

increase on n~n-subsidized 
for both subsidized and 

45% and 75%, 
goods averaged 
non-subsidized 

would not 
o: July 
22, the 
en July 

series cf 

For the 

and 
17\; 

goods 

the 
the 
and 

Histadrut called a 24-hour general 
government's move, which apparently 
pcs~poned the dismissal of the lC,000 

strike for July 2 
had some effec~ 

public service workers 

to protest the 
tne gove:nme~~ 

for two weeks. 

The emergency p:an touched off a new round of cabinet disccrd, wit~ some 
Ministers calling for Deputy Prim~ Minister Levy's resignat~on beca~se he 
would not support the plan, other Ministers complaining tha~ the =e:e~se 
budget should be cut while Defense Minister Rabin called for cuts i~ other 
Ministries, most P.inisters defending workers in their Ministries against the 



I EE413E uPD h~E- 04/16/ S E 

proposed dismissals, and rumored divisions w~thir. the Labor party anc ir. 
Likud (the Liberals threatened tc leave but la~er voted to stay in the Likuc 
c~alition). Over the next month, the debate ragec around the supplemental 
payments to workers and the dismissal of the government workers. After a 
July 3 shouting match between Finance Minister Modai anc Histadrut chairman 
Qessar on a television interview program, the two began negotiations ~c 
resolve the supplemental payment anc dis~issal questions. By early Ausus~, 
it had been agreed that government workers woulc receive a su~plemer.ta: 
payment for their July wages of 14% rather than 11% as compensaticn fc~ 
higher food prices; the 14% was the same as received by priva~e secto~ 
workers. But in exchange for the supplemental, the Histacrut agreec to a 
phased reduction in the government workforce of 6% (or about 20,000 workers), 
a 3% reduction immediately and another 3% at some undetermined pain~ in the 
future. The compromise caused divisions within the union federation; civil 
service and clerical workers threatened to go to court to enforce the Civil 
Service Law that sta~es that a total of 96 days must elapse he=ore a 
covernment worker can be dismissed (counting notification, 
appeal time ) . By mid-August, the compromise appeared tc be 

negotia~ion, 
in place, 

the union · threa~ to challenge the arrangement facing. Be~ no action had 

anc 
~itt 
beer. 

taken to begin the government worker dismissals. During the 
negotiations, 
rate of 14.9%. 

the Central Bureau o: s~atistics an~ounced the 
The July rate, announced c~ Aug. 15, was 

course of the 
June inflaticil 

27.5%, Israel's 
highest inflation rate and a sabering re~inde~ 
emergency plan was to cut in=lation. 

pu~pose the 

The inflation rate fer August droppe= to 3.9%. Foreign c~rrency reserves, 
which remained at the $2 billion level through August, rose to $2.423 billion 
a=ter Sept. 12, when the United States transferred $750 million o= the 
billion in supplemental FY85 assistance. Maariv reported or. Sept. 19 

$1.5 
that 

the Finance Ministry used about $200 million to pay outstanding de~ts, placed 
some in the foreign reserve account, and accorcing to ngovernment sources," 
invested the remainder of the $750 million to earn interest. Maariv said the 
?itance ~inistry was undecidec on what tc do with the remaining supplementa: 
assistance and with the $1.2 billion FY85 U.S. assistance cue in October. 
~he trade de=icit dropped by 27% for the first eight months cf 19e5 ccmparec 
to 1984 (imports of S5.232 billion against exports of $3.77E billior.) anc 
?i~a~ce ~inister Modai pre~ictet that the trace de=icit would be reduced by 
ssao reillion for the yea=. P=irne Mir.~ste= Peres tole an interviewer on Sept. 
E, that the GNP would grow at a rate of 3% fa~ the year, a significant 
~n=rease given the zero growth o: last year. ~he Jerusalem Post reported er. 
~~~t. 7 that 2S6,400 Israelis traveled abroad from January through July 1965, 
c~m?ared to 361,000 for the same period last year, a sign that the travel tax 
~as worki~g. 

But, against the good news, other reports showed the Israeli recovery 
still had problems. A Finance Ministry report released in mid-Sept. saic 
u~employment reached 8%, or 115,000 wage ea=ners out of work; the report came 
cut the same day the first 2,000 government worker dismissal notices were 
delivered. The number of people below the poverty line increased by 25\ over 
t h e past year. And, the Finance Ministry was reminded that the bank shares 
held from the 1983 crash co~ld be redeemed in October 1985, at a pote~t i a: 
cost to the government of $577 million. Modai told the Knesset on Oct. 15 
that real wages had decreased to 1980 levels, and should stay down thro~gh 
the next fiscal year. · On Oct. 30, 1985, the United States gave Israel $1.2 
billion in economic assistance grants for FYB5, wh~ch raised Israel's f8reign 
exchange reserves to about $3.2 billion. 

The July cabinet decisions began to have an effect on inflation. The 
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September rate was 3%, October rate was 4.7%, anc the Novembe= rate was 0.5% 
for the month, and the Finance Ministry announced that the price freeze would 
be extended until the end of the Israeli fiscal year, Apr. 1, 1986. Ir: 
mid-December, Finance Minister Hodai announced his »nominal plan,» steps he 
hoped to implemen~ to ensure economic stability; to enc the indeY. during 
1986, excep~ fer a wage-productivi~Y index; tc implement more buc9e~ cuts; tc 
enc the Bank of Israel interjec~ions to finance budge~ de=icits; a~c to aid 
au~omatic price increases. Hocai announced his prcposec budge~ =or the 
Israeli fiscal year to begin on Apr. 1, 1985, cf S2l.4 billion, whict 
appeared to be a recu=~ion from the $23 billion levels of the previous twc 
years. But Israeli economists pointed out that the -. sh..ekel-1ollar exchange 
rates were low and that the new budget was about the same as the current 
year. Government borrowing =ram the Banko: Israel fell cf: during the last 
quarter cf 1985, which helped slo~ infla~ion and stabilized the shekel. 
Preliminary trade data suggeste~ that impor~s fell anc expor~s grew for the 
second and third quarters o: 1935, Which was goot news for the balance c: 
trade de:icit. Hodai's intention tc extend the price freeze coulc be 
undermined by the wage compensa~ion payments tc lo~ income wages earners, due 
to be paid December through February, anc the predicted complaiLt o: the 
manufacturers that prices shoulc be increased as well. 1985 ended on a 

the December inflation ra~e was l.3%, :or an annual rate 
calendar year 198= c: 162.5%, wel~ below the 198~ rate cf 445%. 

The year 1986 began well. 
is, minus 1.3% for the mc~th) 

Cos~ c= livins =or Jan~ary decreased 1.3% (tha~ 
a~c in=laticn for ?e=ruary increasec by 1.5%; 

~he monthly average !or the previs~s sever. months (Augus~ 1985-February 198E) 
was 1.95% per month. Preli~inary trade figures =or ca~endar year 1965 showec 
a trade de=icit of $2 billion, less t~an one half the trade deficits for each 
cf the previous five years. Unemployment bega~ dropping =re~ the . 7\ to 8% 
~ange c= late 1985 to a 6% range in e~rly 1986. The budget, which passeC its 
first Knesset reading on Jan. 21, 1986, appeared to be lower than the 
:ss5-l98E budget. 

B~~ two other issues, connected to the reopened the pol.i-:.i.cal 
sparr~~; amens cabine~ ministers. Firs~, some cabine~ ministers wanted to 
crcp the Lavi fighter aircraft program and use the U.S. aid that is financing 
t~e prcjec~ for other defense expendi~ures. Lavi opponents assumed that the 
U.S. ai~, an earmarked $300 reillion for FY65, woulc be available for defe~se 
expenci~ure in Israe: even ii the Lavi program ended. Lavi proponents wan~ec 
to ==n~inue the program, first because in their judgement Israel needed the 
plane, and second because they were not certain tha~ the United Stat~s would 
allow the $300 million for Israeli defense expenditures other than the Lavi. 
The debate was resolved by Defense Minister Rabin who said that the Lavi 
program would continue. 

The second issue revolved around Prime Minister Per-es' plan to form a 
cabinet committee to administer a fund for economic growth. Peres, not 
F~nance Minister Hodai, · would administer the fund. Modai and others oppose~ 
the Peres proposal because, in their view, the economy was not sufiicien~:y 
stable to support an economic growth plan. The argumer.~ over the gro~th plar. 
was more than econom~c: some o~servers said Per-es was trying tc use ~he 
growth fund to s~pport Histadru~ industries, such as the financially c~ippled 
construction company Solel Bone~, in order to gain favor among the union 
members for an elec~ion bid before the planned change · to the Likuc-:ec 
government in Septern=er 1986. Peres supporters claimed tha~ Likud opposed 
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his economic growth plan because Likud wanted to wait until a:ter 
September change-over in order to claim the credit for themselves. 
Modai wanted to use government funds, about $500 million, for 
economically depressed "development towns," Likud political s~rongholds, 

the 
1'.l so, 

the 
anc 

Peres claimed he would raise the $500 million for the economic growth f~nc 
=rom U.S. investors anc the U.S. aid program. The debate over whether er net 
to have an economic growth fu~d, who wculc =inance it, and the 
the funds became ac~imonicus and se~t the twc sides, Labor and 
late-night negotiating sessions. Progress en the budget 
resolution of the economic growth plan. The budget battle was 
Karch 31, wher. the two sides agreed to a com?romise: Likud's 

targe.:s 
Likud, 

waite::. for 
resclvec 

leaner 

a 
on 

in exchange for a $450 million fund to bail out Solel Boneh and other sick 
industries. The budget for 1985/1987 was $20 billion, about $3 billion less 
than budgets fer the previo~s two years. on Apr. 5, 1986, Finance Minister 
Modai accused Prime Minister Peres of using the budqet to favor labor-rela~ec 
industries. Peres demanded Mcdai's resignation because he had vicla.:ec 
coalition agreement not to criticize ca~inet members. On Apr. i .., --, 
a=~er a week c: negotiations, threats to bring down the gcvernmen~, 
accusations, Likuc agreed to s~itch Jus~ice ~inister Nism a~d 
~inist:er Modai. 

the 
l.9EE., 

mere 

performance received ~ixed review~. Or. the positive Si.Ce, the gove~nme::t. 
a?proved some · bucget cuts anc proEisec 
and irepor~ taxes reduced ~he bc..la:1.ce 

to make =urther cuts. 
c= pay~ents de=icit. 

The i::npcr~ 

deals" and the energency measures w0 ~~ ~~~oc:=ry first 
cismantling the index. on the negative sice, government 
im~lementing the so-called steps. At best only 15% of the 

wa.=flec. 
bucge't 

:..n 
C .,+-c: ---

approved have been implemented, anc those cuts may have been negated by the 
bucge~ supplementa.l. Cabine~ infighting c=ntinues, and special interes~ 
~roups maintain their influence. Al.1 of the special taxes in~endec ~o rec~ce 
?~rchasing power have not passec the Knesse~. ~he imocrt ban ~=e drop?ec. 
early a~d may have been too symbolic, af=ectins only a s~a.ll segme~t c= the 
~ala~ce of payments proble~. After a geed s~a.r~ the "package deals" 
cc:la?sed ~~th prices rising higher than the agreements allowed. Strikes and 
wcrx slcw-cowns continue. Foreign exchange reserves we~e kept above $2 
z~::icn only by U.S. aid. Israel's ec~nomic future will depenc upor. 'the 
gcvernme~t•s ability to handle growing unemployment, to institute FY96/67 
=u~ge~ c~~s, to ca?italize on the ~age-price freeze to end the index, and to 
re=~i:y the balance cf trade. 

U.S. A:D TO ISRAEL FY86 

(See Issue Brief 85066, U.S. Assis~ance to Israel.) The United States and 
Israel agree that Israel will have to save itself through economic re=orms 
anc that U.S. aid might help in implementing those reforms. An Israeli-U.S. 
ecor.~mic advisory co~mission began meeting in early November !984, a~= 
con~~nues to meet to discuss aid and econorr.ic reforms. 

Tne !sra~li Request 

Ir. what may be described ~s the =~=th prelirr.inary 
rec~very, Israel ~equested assis~ance from the United 

step to1,;ard 
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request, presentec in December 1984, hac three sig~ificant aspects. Firs~, 
Israel asked for an additional $800 million economic grant for the current 
year, U.S. FY85, to raise economic aid to $2 billi~n and total aid for FYBS 
to $3.4 billion. The SBGO million supplemental aic appeared to be the "bail 
out fund" sought by Israel as repartee ir. the press since Augus~ 1964. 
Second, Israel askee for significant increases in bot~ ~ilitary anc economic 

anc: assistance for FY86; $1.e5 billion in economic (FYES was Sl.2 billion ) 
s2.2 billion in military (FY85 was Sl.4 billicn ), for a tctal fc~ FYE5 
$4.05 billion. T~ird, Israel askec that the FYSS supp l emental and the 
aid be all grant, that the FY86 aid be mace availa~le tc Israel in the 
quarter o: FY86 (Oct.-Dec., 1985 ) . anc that $250 million c= the military 
be made av2ilable in Israel for developme=~ a= the Lavi airc!~=~. 

fi.rst. 
c..id 

The U.S. Administration Recrues~ to Congress 

The ~~ministra~icn zucge~ reques~ preser.tec to Congress on Feb. ~, 1985, 
inc:udec a request for $l.6 billion in mili~a~y grants fer FY8E for Israel. 
The Administra~ion submittec a seconc request on ~ay 15, for $1.2 billion in 
economic grants anc a $1.5 billion FYe5 supplemental econoreic grant. 

si.gne::. on Aug. E, ,cc= ----, .:..n::l ucec 
$1.. 8 billion c~~l~on suppleme~~al fer FY85, anc $1.2 b~:lion ESF gr~~ts and 

F~S sra~~s for FYE5 a~c FY67 for Israel. P.L. 99-85, signec 
1Sc5, appropriated $1.5 billior. supplemental aid for !srael fer 
re=eivec $750 million on Sert• 12, l925, a~= will receive the 
mi:!..licr:. .:..r:. 1985. 

on Aus. ~.:;, 
FY85. ls::-ael 

cthe~ $75(· 

on Hay 22, the P.ouse Apprcpriaticr. Co~~it~ee repartee F..R. 2577 (li.RePt. 
99-142), a suppleme~tal FYS5 appropriation that included $1.5 billion for 
Israel. The House passec R.R. 2577 on June 12 by a vote of 271 to 156. The 
Senate passec E.R. 2577 en June 20 by voice vote. The House agreec tc the 
con=erence report (3.Rept. 9~-23E ) on J~ly 31 by a vo~e o= 320-106, 
Se~ate agreec to the cor.£erence on A~g. l by a vcice vcte. The 
s::.~ned the bill en Aug. 15, 1985, =-~- 9~-28. Israel receivec $750 

19E5.. 

Pres:..de!!'t 
mi~licr. 

~he Eouse Appropriations Committee approved E.R. 3228 (F..Rept. 99-252 ) on 
~~;. l, 1985, Which i~cluded s:.s billion in FMS grants and $1.2 billion in 
~~: s=a~ts =c~ Israel~ 

~he Se~ate Appropriations Committee reported s. 1816 on Oct. 31, 1985 
(S.Rept. 99-1£7 ) which included $1.2 bi:lion in ESF grants, $1.8 billion in 
F~S grants, and $532 Eillion in debt reduction. If it had passed, the $532 
cillion wculd have reimbursed the Federal Financing Bank for the difference 
between the 11% interest and 5% interest owed by Israe: to the U.S. for past 
loans. The measure would, in effect , "buy down" the interest rate and 
relieve Israel o: repaying S532 million owed to the U.S. 

The c=ntinuing resolu~ion for FYB6, signed by the President on Dec. 19, 
1925 (?.L. 99-:90 ) , appropriated $1.2 billion in ESF and $1.8 billion in F~S 
=or Israel for FYB6. {It should be noted that the $1.2 bi~lion ESF gra~~ hac 
already been pai= to Israel on Oct. 30, 1985.) O: the $1.8 billion F~s 
grants, $150 rni:lion is for Lavi research and devel~pment in the U~ited 
States and $300 mi::ion is for Lavi and other proc~~ement in Israe:. ~ ~ e 

Gramm-Rudman-Hollings law reduced Israel's FY86 aid to $1.148 billicn ESF anc 
$1.723 billion FMS. 
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=U.S. AID TO ISRAEL -- FY87 

Early in December l985, Israeli and 
ciscussing aid for Israel for FY87 based on 

U.S. gove::-nment cf-.:icials began 
an Israeli request submittet _,... ....... 

the United States. In their presentation, the Israelis sta~ed that they 
needec $1.29 billion in economic assistance and $2.305 in military assistance 
to meet financing req~irements ior FY87, plus an additional $98 million to 
oeet a F~86 military financing shortfall. Israel requested that the $1.3 
=illion ESF be a ~rant and that it be cisbursec to Israel in the firs~ 
~uar~er of the U.S. 1587 fiscal year (Oct.-Dec. 1966}. Israel also requestec 
that the $2.4 billion FMS be a grant and that $300 million of the total be 
transferrec to Israel for procurement for the Lavi aircrait anc other Israeli 
procurement needs. 

A==ording to press accounts, Israeli anc U.S. 
the December 198= discussions that Israel's aid 

c::ficials 
for :'Y87 

"agreec" c.::ri.ng 
should be $1.2 

=.:.llion in ESF grants anc $1.8 billion in F¥.S grants. 

C~NGRESSIONAL CDN~!DERA~!ONS AND OPTIONS 

The U4itet S~ates might condition assis~ance on Israeli actions to e~c t~e 
wage-?rice incex, reduce the stancar~ c:: livin5, implemen~ bucge~ =~~s, 
refcrm ~ncome tax collection, sta~.:.~ize the currejcy, or o~her long-~er~ 
economic reforms. One suggestion along these lines has been an "I¥.? 
~pproach," based on the model of the In~ernational Monetary Fune recommending 
reforms for a nation anc providing capital in installments as the suggestec 
re::cr:ns a.re implemen~ec ("pe!:"formance be::ore a.:.::"}. Theoretically, the 
~~itec s~a~es and Israel wculc agree on a lc~g-ter~ economic plan, inc:ucin~ 
a u.s~ cor.~ribution, and the U.S. assis~ance to Israel wculd be proviced as 
~~e s~e;s were imple~ented. 

Critics cf the "IliF app::-oacr." say the U~ited States 
~ssista:.ce anc allo~ Israe~ tc i~plerae~t its own reforms 
~ressure ("aic be=ore pe~fcrmancen). Other critics say the 

should p.::-ovide 
Without U.S. 

United States 
~i:1 take over the Israeli eccno~y. But, supporters of economic conditions 
say tha~ the levels cf U.S. aic cocbined ~ith the fragility cf the Israeli 
governme""~ and i~s capacity to manage the economy dictate that the Unitec 
Sta~es receive some assurances of substantial economic progress befcre giving 
Israel more aid. Apparently, the U.S. Administration adopted a "performance 
before aid" approach as evidenced by the delay in presenting the request for 
FY85 supplemental and FY86 economic aid to Congress. The Congress apparently 
took the opposite approach, providing aid to Israe: without conditions. 

2. Cou:d U.S. assistance take another form? 

Israel owes the United States about $1 billion per year for the nex~ four 
years (1985-1988) as payments on Israel's SlO billion debt to the U~ited 
s~ates. (See tabie IV.) There have been various suggestions on ways ~o 
re:ieve Israel of these payme~ts; resc~edu l e the debt payments to a:1c~ 
sm~:ler annual payrne~~s spread out over a longer t~me span; waive c~ cancel 
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payments for certain years; postpone payments until a late~ date; cancel all 
or part o: the debt; or provide Israel with the money to make the payments. 
(Section 534 of F.L. 98-473, the Continuing Resolution for FY85, s t ates that 
it is the U.S. "policy and intention" that ESF aid shall not be less than the 
amount lsr~el owes the United States. ) Some Israeli Finance Ministry 
cfficials oppose any waivers er debt rescheduling because it wculd have an 
adverse affe~t on Israeli credit. Skeptics point out that waiving debt 
payments wi l l release Israel from a temporary burden but will not he:p Israel 
resclve its long-term economic problems. Also, congress will have to 
a;propriate an amount equal to the cancelled debt to balance the books 
because at least some of the loans were cff-bucget. 

on Apr. 4, 1985, senator Daniel Inouye announced that he woul~ introduce 
an amendment to an appropriation act to "buy down" the Israeli debt by 
recucing the interest rate from 11% to 5%. The proposal woul= cost abo~t 
S3.9 billion. The Senate Appropriations Bill for foreign assistance (s. 
1516 , repartee on Oct. 31, 1985) included $532 ~illion to "buy down" Israel's 
c2b~---repayment for FY85, but the bill was not considered, anc aic to 
w~c provided through a continuing resolution. 

Israel 



Calen<lar ·Years 
1978 

GNP Real Growth Rate 
% per year 5.2 

Balance of Payments 
deficit, billion$ -3.349 

Foreign Exchange Reserve 
billion$ 2.678 

ludustrial Production 
% increase/decrease(-) 5.7 

Worker Productivity 
7. increase/decrease (-) 1.0 

U11cmp l oyment Rate t 3, 6 

Labor force (million workers) 1.252 

Average Wage Index 
% per year increase N.A. 

Conuumer Price Index 
7. increase 51 

Wholesale Price Index 
% per year increase 53.2 

3/ 
lfoney Supply, oil. ahkls. 2.7 

Exchange Rate, shekels 3/ 
per dollar• enJ (?f year- 1. 90 

TAULE I 
lerael: SelccLeJ Economic Indicatoro 

1979 

4.9 

-3.883 

3. 120 

4.9 

0,8 

2.9 

1.286 

N.A. 

78 

79.0 

3.5 

3.54 
· -

1980 

2.3 

-3.927 

3.394 

-3.9 

l.3 

126.6 

133 

135. l 

7.0 

7.55 

19B1 

4.6 

-4 ,ld0 

3. 542 

6.3 

2.5 

5.1 

1.367 

137.l 

102 

122.B 

12.5 

15.60 

1982 

0 

-4. 74 7 

3.836 

0.3 

-1.6 

5.0 

1. 3 79 

116. 6 

132 

125.7 

26.4 

33.65 
h 
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1983 

0.9 

-5.106 

3.694 

2.7 

1.8 

4.5 

1.402 

142.7 

191 

144.4 

57.6 

107.70 

Revised Jan 1986 

1984 
Forecast 

1985 

0 . 9 2.0 

-4.755 -4.315 

1/ 
3.098 3.190 

4.2 4.0 

-1.S 4.0 

5.9 8.0 

1.444 1.477 

-0.8 -6.5 

2/ 
445 183-

396.5 1 

256. 6 r 

4/ 
627.86 JS00.00-

1/ Reserves had fallen below $2 bil. in September 1985, before transfer of $750 million in supplemental FY85 U.S. aid. 
2/ Preliminary figure for calendar year 1985, 
J/ In March 1980, Isr,1el changed from pounds to alielrnls at a rnte of 10 pounds per I shekel. Figures for 1978 

and 1979 have been converted to shekels for co11vepie11cc. On 4 Sept. 1985, Israel introduced the . "new11 shekel, 
dropping 3 zeros from the old shekel. Figun.!t1 cited , here in old ahekcls. 

4/ EKchange rate fixed by cabinet, l July 1985. 

U.S. Department of Commerce. lnternational Trade J\dmi11iatratio11. Foreign Economic Trends and their 
implications for the United States, Isrnel. Issued annually. 19711 -1985. 
Israel. Miui.atry of Finance. lsrnt~l 'a Need for U.S. Aid for Fiscnl y1rnr 1986. Dtic. 1984. 
Israel. Cc11trnl Jlurcau of Statistics. St11Liot.ical Aht1tr11ct of lllrnel, 1911 2. .l1!ruaalem, 1982. 
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( II i1 l i 01111 of l>o l l n re) 
Forecast 

1981 l!JU2 19UJ 1984 1985 1986 1987 1988 
Estimate 

To t ta l Foreign Debt }J 18.230 20.920 22.78/t 23.391 23.440 23.385 23.145 22.905 

of which: 
Short Tenu 2.390 3.210 J.6U5 3.498 3. ,,so 3.350 3.250 3.250 

of total: 
Amount owed to 
U.S. Government N.A, 8. 28 l 9. 225 9.997 10. 140 10.505 10.390 10.185 

Tu t al Annual 
Debt Service 3.325 3,670 3, 4 5l1 3.903 4. 105 4.065 4.120 4.080 

of which: 
Owed to U.S. 
Goycrnment N .A, .908 . 92 7 l. 025 I, 065 1 . 100 1. 175 l. 215 

}__j According to U.S.A.I. O .• Bureau of Near Eaut> Eco110111ic Report on Israel, <lall!cl April 1984, Israel's foreign debt 
was broken down a11 fallows: 

Pr iv ate (includes Israel overseas Lank lial> iL it ie e) 

Public (Israel Government) 

Total Foreign l>ebt 

1980 
$5.8 

10.7 

$16.5 

1981 
5.9 

12.3 

18.2 

1982 
7-:=i 

13. 2 

20.9 

1983 
8.5 

14.6 

23.l 

Sourct:: a: Israel. Ministry of 1''inance. lsracl'a need for U.S. aid for fit1cal year 1985. Jerusalem. December 1983. 
p. 76-77 ~data for years 1980- 1982) . 

. Israel's nee<l for U,S. aid for fiacal year 1987. Jerusalem, Dcceml>er 1985, p. 58-59 (data 
for years 1913"3-1989). 

1989 

22.535 

3,250 

9.890 

4.225 

1. 300 
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t:.iltAEL'S CAl'lTAL IMPORTS Revised Jan. 1986 
(billion dollara) 
(calcnJnr years) 

Estimate ---------------ProJected----·------
1981 

Unilateral Transfers 1.514 

Gross Foreign Inve s tmeut . 096 

Israel Bonds .518 

Mt!d_ium/Loog Tt!rrn Loans . 728 

U.S. Aid 2.533 

~ Lal Gross Capital Imports 5.389 

lesa MeJium/Long term Jebt 
maturities and 
investment - l.3LO 
repatriation 

,l! t Capital Imports 4.079 

J9tl2 

I. 362 

.159 

. 55 7 

. 64 3 

2.329 

5.050 

- 1 . 190 

3.850 

198'.1 1984 

I . 2L1L1 1,072 
J_/ 

.839 .024 

, L19 l .407 

1.0JL .852 
2/ 

2.651 J .169 

6.256 5.524 

- 1.228 

5.0213 

1985 1986 1987 1988, 1989 

1 . o,,o I. 030 1.030 1.030 1.030 

.030 .050 .060 .060 .080 

.500 .500 .500 .500 .500 

. 540 .540 .640 .660 .690 
2/ 2/ 

J.915 4.770 

6.025 6.890 

-1.320 -1. 480 -1.510 -1.485 -1.640 • 

4.705 5.410 

' / Includes some $800 million transfered by Israeli commerci.al banks from their oversea!l branches to Israel to support 
bank shares during the stock market er-ash of October- 1983. 

·, ; U.S. aid. aa defined by Iernel. includes aupplementnl assistance 1 unutilized aid fro1n previous years, 
and Israeli assistance "needs." not U.S. actual obligations . 

. ·o urct!s: Israel. Ministry of Finance. Israel's 11ee<l for U.S. aid for fiscal year 1985. Jerusalem. December 1983. 
p. 75. (data for 1981 and 1982) . 

. Israel's need for U.S. aid for fiscal year 1986, Jenurnlem, December 1984 1 p. 74 (data for 
_y_e_a _r -,1,...,9"""a=3.,...)-. 

lsracl's need for U.S. aid fuL· fiscal year 1987 1 Jeruoalern. December 1985, p. 57 (data for years 
1984-1989). 
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SUPPLEMENTAL CLIPS: FRIDAY, 12 DECEMBER 1986 ----~ 

W:i ... hmMMII Post Forcii,cn Service 

JERUSALEM, Dec. 11-When 
the Carter administration cut off 
military aid to the rightist regime of 
Guatemala because it refused to 
accept human rights requirements, 
Israel was one of several countries 
that filled the gap. Today Guate­
malan troops wear Israeli uniforms, 
tote Israeli automatic rifles and con­
duct counterinsurgency operations 
learned from Israeli instructors. 

When the contra rebels in Nic­
aragua faced a congressionally man­
dated cutoff of U.S. aid, Israel was 
one of the countries the CIA turned 
to. Private Israeli arms mer­
chants-one of whom was later in­
volved in the secret White House 
arms sales to Iran-sold the con• 
tras light arms funneled through 
Honduras at around the same time 
that Washington sources have snid 
Israel's government supplied sev• 
era! million dollars in aid at the be­
hest of CIA Director William J. 
Casey. 

When the T,Jnited Nations ratified 
a mandatory arms embargo against 
South Africa in 1977, Israel was 
one of the states that quietly defied 
the ban by maintaining its own pipe­
line of military equipment to the 
white minority government there, 
according to informed sources here 
and in South Africa. Last July, 
South Africa unveiled a new j~t 
fighter bearing an uncanny resem­
blance to the Israeli Kfir, and an 
Israeli Cabinet -minister privately 
has confirmed that key parts of the 
plane a.re indeed the same. 

While Israel publicly hns den~d 
involvement in each of the above 
cases, senior officials privately con­
cede that such deals take place. 

The justifications they offer in­
clude the need to support friendly 
regimes in an international climate 
hostile to Israel; the need to honor 
requests and aid the interests of the 
United States, Israel's chief ally, 
and !h~ role arms sales can play in 
prov1dmg a form of life insurance 
for small, vulnerable Jewish com• 
munities in Third World states. 

But another factor invariably has 
come to dominate Israel's decisions 
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epends ?n ]\To-Questions-Asked Anns· Sales 
about where and to whom it should 
sell arms: the economic imperative. 

Israel's drive to develop one of 
the world's most sophisticated and 
competitive arms industries . com­
pelled it to become a weapons ex• 
porter in order to help foot the bill. 
And its drive to maintain and con­
stantly improve that industry at a 
time of economic hardship has 
pressed the Jewish state to search 
for new customers and, at times, 
seek opportunities and take risks 
that larger and wealthier arms ex-
porters might avoid. . 

We're not doing anything differ­
ent than a dozen other countries I 
could name," said a senior Israeli 
official who asked not to be identi­
fied. 

"We just get a lot more scrutiny 
than the others. The fact is that 
there's a highly competitive arms 
market and either you sell what you 
can and not ask too many questions 
about where it's all going or you 
lose out." 

Such sales have helped give Is­
rael "global reach" far beyond what 
a postage stamp-sized nation of 4 
million could otherwise expect to 
wield, says Prof. Aaron Klieman, a 
Tel Aviv University political scien­
tist and expert on arms snles. "Con­
ventional arms have been converted 
hy Israel into unconventional diplo­
macy," he wrote in a recent study. 

But critics contend Israel's reli­
ance on its defense industry has 
given arms dealers too much power 
over government policy and tar­
nished the country's image. 

"The needs of the arms manufac­
turing establishment dictate much 
of Israel's foreign policy," said Yoi.;si 
Sarid, a left-wing Knesset deputy 
who sits on the parliament's key 
foreign affairs and defense commit­
tee. He called this phenomenon "un­
fortunate and very dangerous." 

The controversy over Israel's 
role in brokering the arms-for-hos­
tages exchange between the United 
States and Iran-and the disclo­
sures, still denied by officials here, 
that Israel sold millions of dollars in 
weapons and spare parts to the 
Khomeini regime long before the 
exchange began in 1985-has fo­
cused unusual public attention on a 
yast part of Israeli society that ~en-

erally has remained hidden from 
view. It has exposed a shadowy 
world. of middlemen that the gov­
ernment can use to obscure its role 
in arms <iealings it pr.efers to con­
ceal. 

It has also exposed the cold prag­
matism that is at the core of Israel's 
arms sales policy. 

"If an Iranian regime is friendly, 
we let them have arl1'1s to celebrate 
the friendship," says senior states­
man Abba Eban, chairman of the 
Knesset foreign affairs and defense 
committee and a subdued but per­
sistent critic of Israel's role in the 
Iran affair. "But if it is hostile, we 
let them have arms to mitigate the • 
hostility. We end up in a situation 
where the selling of arms is the only 

, constant." 
Officials here like to emphasize 

that, compared with the world's 
arms giants, Israel is a snrnll fish. It 
i:, ranked by experts between 9th 
and 15th worldwide, depending on 
the source. 

"When it comes to arms sales, 
you won't find Israel near the top of 
any list," said former defense min­
ister Moshe Arens in nn interview 
before the Iran affair became pub­
lic. • 

But a more revealing figure to 
some analysts is that Israel's esti· 
mated $1.2 billion in annual arms 
sales and security services. now 
amounts to nearly one-fourth of its 
total industrial exports. The coun­
try's defense industry employs be­
tween 140,000 and 200,0U0 people 
to make and sell arms-roughly 10 
percent of the country's work force. 

In its early days, Israel's defense 
industry manufactured light arms 
and refitted other nations' aircrait 
and tanks. But these day::; Israel is 
identified more with "big ti..:ket" 
items such as high-perform;ince 
nircraft and tanks. missile systems, 
radar and small navnl craft-all of it 
battle-tested in Arab-Israeli wars. 

Lately it hns also moved into the 
business of terrorism control. An 
e· ! i1mtl'd :lo private 1ilic1ry cn11 -
sulting agencies have sprung up in 
recent years, manned by former 
career military officers. The offi­
cers retain their commissions while 

CONTINUED NEXT PAGE 



~RMS SALES ... CONT. 
oil reserve status and offer services 
ranging from setting up security 
systems for hotel chains and sup­
plying bodyguards to VIPs to train­
ing police or antiterror units in 
Third World nations. 

Recent incidents have caused 
embarrassment to the government, 
including charges in New York that 
a retired Israeli general was in­
volved in an illegal scheme to ped­
dle $2.5 billion worth of warplanes , 
and other military hardware to Iran. 
Such incidents led Defense Minister 
Yitzhak Rabin earlier this year to 
issue a new set of regulations tight­
ening restrictions on foreign arms 
deals. 

Nonetheless, industry sources 
say the pressure to sell abroad has 
actually increased due to extensive 
cuts in Israel's defense budget at a 
time when the nation is seeking to 
cure its chronic economic ills 
through fiscal austerity. One 
smaller producer of jet engines, Bet 
Shemesh, is already in receivership 
·and several other defense compa­
nies are said to be tottering on the 
brink. 

To make those foreign sales, 
companies rely upon extensive net­
works of contact men and go­
betweens. Among those middlemen 
are estimated to be between 700 
and 800 former career military oi­
ficers. whose training and worK ex­
perience qualifies them for little 
else. These are the kind of men that 
the government itself turned to 
when seeking to forge the Iran con­
nection, and they have been active 
for many years in areas such as 
Central and Latin America and Af­
rica. 

The Israeli connection in Nica­
ragua dates back nearly 40 years, 
to the time when the late Ni­
caraguan president Anastasio So­
moza Garcia provided diplomatic 
cover for arms smuggling to the 
Jewish underground in Palestine 
and a U.N. vote in favor of the cre­
ation of the Jewish state. 

Israel maintained arms shipments 
to the regime of Somoza's belea­
guered son and heir, Anastasio So­
moza Debayle, long after the Unit­
ed States and many other western 
nations had ceased. Indeed, a 
strong warning from _the Carter 
administration compelled Jerusalem 
to order back to port two shiploads 
of arms on their way to Somoza in 
1979, an event that the deposed 
dictator later cited as one of the-

reasons he finally fled the country. 
. Israel has repeatedly denied any 
involvement with the contra rebels, 
although Prime Minister Yitzhak 
Shamir has frequently criticized 
Nicaragua's Sandista regime for its · 
support of the Palestine Liberation 
Organization. Defense Minister 
Rabin told the Israeli Knesset last 
week in a carefullv worded state­
ment that Israel "does not maintain 
contacts or ties with the rebels in 
Nicaragua. Nor does it supply arms 
from here to them. Israel did not 
grant permission to any Israeli to 
assist, supply know-how or sell 
weapons from Israel to the rebels in 
Nicaragua." 

But informed sources here con­
tend Israeli shipments to the con­
tras may date back as far as 1982, 
when the rebels began using large 
quantities of Soviet-made AK47 
automatic rifles said to have been 
captured by the Israelis in Lebanon. 
Later shipments reportedly took 
place in 1984, after a congressional 
cutoff of aid to the rebels. 

The weapons-Soviet-made 
rocket-propelled grenade launchers 
and grenades, a:;sault rifles and am-

. munition-were shipped to the 
Honduran Army, according to end­
u:-;cr certificate,; .signe(Jtby Hondu-
ran military officials, copies of 
which were obtained and published 
last year by the Hebrew language 
newspaper Maariv. The newspaper 
cited interviews with unnamed 
arms dealers as saying the weapons 
ultimately ended up with the con­
tras. One tip-off was that the Hon­
duran Army is not known to use the 
RPG 7 grenade launcher, but the 
contras are. 

The newspaper account, some of 
which has been confirmed by knowl­
edgeable sources here, names three 
Israeli middlemen as involved in the 
contra dealings: Yaacov Nimrodi, 
Pesah Ben Or and David Marcos 
Katz. 

Nimrodi, a London-based arms 
dealer who was former military at­
tache at the Israeli Embassy in Iran 
in the days of the shah, also played 
a ke.y role in setting up the secret 
exchange between Washington and 
Tehran. He reportedly handled 
shipments of arms to the contras 
purchased with · Israeli funds sup• 
plied at CIA director Casey's behest 
in 1984. He has refused to com­
ment on his role. 

Ben Or, a former Israeli para­
trooper who divides his time be-

C/ 

tween Guatemala and Miami, ar­
ranged the three shipments that 
were delivered to the contras via 
the Honduran Army, according to 
Maariv. He could not be reached for 
comment. . 

Katz, who lives in Mexico City 
and reportedly specializes in sales 
of jet fighters, artillery and radar, 
helped broker another deal with the 
contras in 1985, according to an 
unnamed business associate inter­
viewed recently by the Miami Her• 
aid. He could not be reached either. 

Official sources here have denied 
i that either Ben Or or Katz operate 
with Israeli government sanction. 
But both men appear to have acted 
in semiofficial capacities in previous 

. arms dealings. 
: Ben Or was a key figure in sup­
plying Israeli arms and military 
communications equipment to Gua­
temala after the Carter administra-

; tion's cutoff in the late 1970s. 
' Among the equipment he report• 
. edly helped supply were spare p.irts 

for Guatemala's U.S.-made helicop­
. ter fleet, a key part of the regime's 
. war against leftist guerrillas. 

Israel contends ·its arms sales to 
Guatemala were insignificant. But 
they were important enough for­
two senior members of the ruling 

• junta to publicly thank Israel for its 
support in the early 1980s. 

"We went on rather too long sell­
ing to Guatemala at a time when 

· , other western countries had 
stopped," says Abba Eban. ·"There 
has to be a point when you decide 
it's time to turn off the tap." 

As for Katz, the Hebrew press 
reported that he accompanied then 
defense minister Ariel Sharon on a 
much-publicized tour of Central 
America in 1982. Sharon at the 
time denied making any arms deal~ 
during the tour, but soon afterward 
Katz was reported to have signed 
several deals with the Hondurans. 

In the case of South Africa, Is­
raeli policymakers such as Foreign 
Minister Shimon Peres publicly 
have condemned the apartheid sys­
tem and insisted that Israel has no 
military links with Pretoria. At the 
same time, however, informed an­
alysts contend that military sales to 
South Africa in defiance of the U.N. 
arms embargo consistently top $50 
million per year-roughly 5 per­
cent of Israel's total arms exports. 
Even that figure may be .in under-

CONTINUED NEXT PAGE 
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E i 9BEl 
E 19B1 
E i QO':) , u ..... 

E 198:'3 
E 19134 
E 1985 

B3 + 
2 t:13 
3 83 

Bl{-

2 84 
3 B4 
1 B4 

B5 
B ~> 
85 

t ;:i~ 

Bli 
86 
86 
86 ➔f 

~>b4 .. 3 
~>9~>.,. 0 
643.B 
656 ... ~5 
62."? "2 

732,.6 

5:<?i ,.{f) 

6 73 '" (:) 
.:-:,61 ,. 2 
5: !?f1 ,. 7 

'.5ff3. 9 
5:90:. 2 
:},~7 ... ~) 
~549 "(~, 

783 ... 7 

Vi"VSP R4 

BUSINESS 
SECTOR 

5B2 ,. 4 
,619.7 
674.9 

.~,47.2 
,:::, 1 2 .. 7 

775> ,.6 
7 157 :.E) 

'.;>40. 6 
592 .1 

701 ,9 

778. (:) 
848 .. 2 

NA
0

SHAM 

1'.:li /15/87 
THE REAL WAGE LEV~LS : 1980-1986 (QUARl"ERLY) 

IN DOLLAR TERMS AND CONSTANT PRICES 
CAVE FISCAL YEAR 1980 = 100) 
**************************** 

DOLUiR L~{~GE F~E,~1L. ~J,~1GE 
PUBLIC GOVERNMT 
SECTOR 

b<:)0 .. 8 
59€1 .. 5 
-4'i() .. '-;,.., 

69·1 .. :3 
6B7,.6 
676 ,.::> 
:; 1 ·7:. ::: 

.:~:··:> 1 ,. 5 
;.···,o -1 

(J._!) l ._ I 

l ... ?..'i ,:::, 
,_,._. i ,. • ... • 

~51B .. 5 
:;:42,.5 

510. 4 

~)36 .. :3 
6'.58. 1 

711 . 5 
7:5~",. '.3 
7-'t:3 ... ~5 
735-' .. 6 

Bf35 ~ l~i 

9 1~)6 :.4 

6 .. 38,. 2 
(j'')'7 '. 
~-'~ I "t.1 

7:::5(3 .. 5 
7G6.7 

635:.7 
707.9 

6:3t, ~ 5 
BB4,.5 
788 ... 7 
8 i 1 . B 

TOT/'.~L 
SECTOF: 

'iO~).<) 
i09.8 
11 L 1 
1i0.3 
ii6.6 

1 23. 0 

10.S.2 
ii 6. 4 

i ·1 6,. A 
i 1 (),. 7 

'i'--!.i,. 6 

1 07. i 
11 2. 0 
11 2,. 6 
113.2 

BUSINESS PUBLIC 
SECTOR SECTOR 

100. G 
1 i O,. 8 
11;!,.':t 
ii L 7 
·11 6. 7 
i 05 45 

12·'¾,. 1 
i i J ;. :::s 
'i 2(·) ,. (·) 

1(:)4,.2 

i 1 9. 7 
'i 1 2. G 

114.7 
ii 3. 9 
·ti 6,. 2 
i 1 8. '7 

Hl0.0 
i07.7 
i ,'.J .. ?,. 2 
i (:)6 ... 8 

1 ·i 6. 2 

i"liL1 

·t t)9 4 6 
107,. '/ 

1:3 7,. 7 
84.4 

91 . 3 
H>7.B 

ESTIMATED DATA IN THIS QUARTER* 
RTER BEING DEFINED BY THE CALfNDAR YEAR CJAN-MAR > + 

.. 
PAGE 

GOVEl?N 

98.4 

90.6 
i ;i 3,. 'i 
·1 i ~5 I. H 

77,.B 

11".:).6 

92,.7 

NET F'UF-'.CHhS' I NG 
Wt-,GE F'Ol.,JEF: 

i 0(L ~) 
1 i 3. -4 

·1 i (:;1 ,.4 
·1 i 2. 0 

iOi.5 

i i 2. i 
11:> .. 1 

1'14.1 
1 1 7. i 
H B. 1 
111?-.3 

1 ·\ 4. i 
i 1 3 ... .. ? 
10B.4 

1•~)01.~5 
109 ... 0 
i 013. 2 
·103. 7 

1 i 'I . 9 

98 ,. () 

·103 ... <f 

117. i 
i 2(:l ,. B 
i:2L4 
1;21.3 
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;E 1980 
;[ i981 
;[ 1 9!32 
;E i 983 
;E 1984 
;E 19B5 

Ai VM/SP R4 NASHAM .. 

01/15/87 
THE REAL WAGE LEVELS OF 1985/ 6 

IN DOLLAR TERMS AND CONSTANT PRICES 
CAVE FISCAL YEAR 1980 = 100) 
**************************** 

DOLLr'.=iR i,jf"-iCE !'-:E~~,L. \JhGE 

.. , . 

BUSINESS 
SECTOF'. 

PUBLIC GOVERN TOT(,,L 
SECT/JR 

BUSINESS PUBLIC GDViRNMENT 

575.r.2 

6'27 .1.1 
:=;B1 ... :3 

6(12,. 21 
5 1::JO .1. ~5 

~7.7l~ ,. 1'.:' 

:r~'3,. •:? 

701 ,.2 
67t.L 7 
6b2":3 
"?B'.5 .r. ,:-J 
74:5,..4 
69e ,. 1 

756.9 

8(:)•~\. 4 
766.8 

564.3 
51._,'>~} ... 0 

t;-43 ,,_ B 
t!.., !5 ,6 ... ~=; 

1!:• 1 0,. <::i 

t,13,.2 

~545 ... 7 
~~ :::;~;, ,. 2 

7~:.::G ,. 6 
?7'.r:l,.. 5 
745 ... B 

8·f 9 .. 4 

829,.4 

582,.4 
Jbi 9 .. 7 
674,9 
686. i 

SECTOR 

517.3 
1538. i 
572,.2 
4:5<"::.,. B 
4~)2 .. 9 
42(~\ ;, '') 

.-:175~,.1 

.-::I ;;.1 
.. l t. -? 

:::: i 1 • ::3 
52 ·1 .. 7 

~57,~)"4 
7'76 :.2 

6'2,10,.8 
::;: ,:?(:,\ ,. !5 . 
4·--?<:),. 9 

659 ,. i 
67 13 ... 2 
"'l94,. 4 

5·~1;),.0 

~r 7,~;,. :3 
:_-;g:3,. "l 
597··.:. 7 

6-36.r.4 
6:51 '"B 

75G.t.l 
T?3 .4 

'?·l 3. 6 
·j' ·j i . :> 

-;,-4:j,. 5 
7:39 ... lJ 
(;14,,,~) 

ESTIMATE FROM THIS MONlH ON * 
ESTIMATE CPI FOR JAN 87 - 2.2% ** 

H)7. }3 
ii L•3 
ii 3 ,. 5 

(~:-.:, .. . .i, 

<?.::,,. 2 
9,~:i ... 9' 

i l .~," 6 
108,.6 

ii t, ,. 8 

i i .4,. 6 
1i..L4 
ii i.4 

·j 0'?. 8 
1 i L ·j 

iHLJ 
11 ,.':i ... 6 
i 01 . 5 

SE.C.TUF: SECT DI~: 

i i B . 4 
·t i;) ::3 .. :3 
i 32 .4 
ll(❖ "B 
i i ::~ .. 4 
11~~.S' 

(;;5:,. 6 
92,. t.;J 

i(:i7 ... 5 
i (:H~ ,r. i 
i :!8 A :5 
I -{ ••t I 

"J I ._:j .r. 1 

i()8. 6 

i i ·;,- ,. 6 
·1 1 ·t ,. ·-;; 
'ii'?. 3 
1i?.2 
·1 2(·),. 2 
1 1i t~.:. a 

1 i O ,. 8 
iii.9 
ii L 7 

10'.5.5 

'i i 6. :.5 
'i 05. 7 

i ~\'j • 6 
i•n.9 
1 ·j 4. ;.! 

~~5 .-. 3 
9 ❖),. 6 

9~;,. 2 
1 :?U ., ··? 

'i {:) i ... (\ 
'-/9 ,. 3 

i f,i:!) ,. Ei 

i 1.:)7.7 
i (-)"? .r.~2 
·106 .8 

92 .8 

('.) ,!. c, 
-~ •,J ,. l 

i/5,. ::3 

84 ... -4-
B--=1,. 7 

91 ,.6 
~~9 l, ::3 
90,.3 
DL • ;• 
~- ',.} ... t 

u -~ . ) 
••• J A 1,"., 

i(;}(;].() 

i03.9 
1 i;.1:3,. 4 

9::3.4 
1•;)8,5 

86 ,.,~ 

NET PURCH(1SING 
l1JP,GE PDl,JE:P 

1 i 2. 9 
ii 1.:3 
96. ,6 

• S)H . 1 

·1Hi.3 
·j i O ... 4 

i 14 . 7 
·? i O .. 7 

i i l. 6 
i ·f 9 .3 

·i 0(). 0 

i i 3. 4 
ii3.8 
1 i 0. 4 
11 2'" fJ 
lf1 ~}A4 

1 (:)9 ,. 0 
1 0 1 ,\ ~:> 

1 fi(~ ,. '31 
1 o~~,. 7· 
1 ()E~ ,. 7 
ii3,.5 
'i ·13 ... (~ 
12.ff,, 2 

i 4 "l Ci 
I •-I ,. l 

i 3() l, :j• 

i 2~5,. 7 
•j ·I)*,. .<{. 

'i2L2 

i ~l•;) ,. G 
i i 4. 1 
·i -13.7 
108.4 

1 G6. 4 



DOLLAR 1n·s 

i 980 
i 981 
1982 
·}983 
19B4 

DEFLATED 
BY CPI 
-If -1(· 11: -If -1,; '"' 

1 i i . 6 
·t (~14 ... 6 
i 06. 7 
1 1~6 ... 3 

i04.6 
1(3}2:-0 

'?l}~.7 

~-i5:. 1 
s:i:3. S' 
9~}.,. l~ 

83. ~5 
::J 1 ,. :5 
7'7 . s> 
B2,. *~) 

1(:)4 . 2 

97.8 
95.4 

TE FROM THIS MONTH ON• 

{3.>i / 15/8"7 
FOREIGN EXCHANGE - U.S. DOLLAR AND BASKEl OF cµRRENCIES 

BASKET 
DEFLATED 

BY CPI 
-lf**1HHf 

95 ... 9 
~~!~).:. <;, 
0':l ":) ,,_. I.;: 

87-'8 
89.5 
89.:. 7 

s:> ... 6 
r.:;,:;_ ·7 
u .~ ... 1 

8''? ... 4 

B6,. fl 

B;2,. 9 
c, ... :., ·;:· 
,_1 ;,;,. 1. -.,f 

°r'';i'" lf 
7"? ... 3 

; 0,::).(:) 

96.9 
88.4 
0".l' ~ ............ v 

88.:.9 
88 .1 

DEFLATED BY CPI,WPI AND WAGES 
***************************** 

U. S. $ 
DEFLF1TED 

BY t-JF'I 
-If -If 1•: ·k •f * 

•j E;8. 2 
iOL6 
1 •~4 ,. 0 
i 0 i . 8 
H.:)9 .5 
i 07 ,. L} 

1 i I~"' 2 
1 (;)t) I, 9 
1 (:)6" 6 
1f}21.~:; 

5)6,. 3 
c;i.::: t:.7 

/ _, I,..~· 

93 ... 7 
91 .. :"5 
S:' i ,. 4 

Oa:.6 
t5 l "5 

8 !.S" 1 
Bf:3 .. 5 

100.0 
102 " i 
93.8 
9(:). ',' 

97 ... -4 

BF1Sl<£T 
DE.FLATED 

BY !,JPI 
-lf-l•:*-1(·** 

::.:r.3 ... 6 
B=; ... 7 
85.4 
9"i.8 
90.6 
'i 4,. 7 

85 ... 3 
B5,.0 
i:~-4 ,. :::.i 
B5:.2 
::34. 1 
8-3.4 

85 .. 2 

i 00, 0 
94.9 
EM.9 

U.S.$ BASKE"T 
DEFLATED DEFLATED 
BY WAGES .. -~y WAGES 

0:-;,7 .. B 
102 ... 4 
B9.7 
<,~ -·· 

I >-,;.J I,. ( 

95.8 
93.4 

i 1 LE 
i (:)7 ... 0 
·i 03. 1 
'rt ,. 6 

846.9 

7~:i .. i 
/ ·4 .. 3 

1 (;:i0, ( j 

94.6 
B8.2 
B6 ... 9 
91~) .. :~ 

99 ... 4 

74.,.0 
(:j.-j '") 
1..-' l .,_~ 

8~). 4 
78.:.B 
96 , .. ~) 
94 ... •~) 

87 . 5 
tl:5 ... 4 
B4., lf 

'li ,. 3 
7i'.:J-,. B 
,67,. 2 
bt!:., .. {? 

'/ Ei '".;:; 

79 .8 
7 6. i 
76 ,.1 

U. S.$ 
DEFLATED 

BY MSl<ET 
*****·lt 

120 .. 5 

i 21 . 2 
ii 9. 1 
ii 9. :2 
i 18. 5 
i b .~5 

i ·12.,. 2) 

111 .. ~:) 
11 (J ... <p 
i (:}9 ... . 4 

·f G ? ... . 4 
"i G6,.-4· 

'I 04. 8 

i i0.6 
i 't 4. 1 
1iB.-3 
1 i 4. i 

EXCHhNGE 
R1~TE 

OF DOLU,F: 

. 720 

. 815: 

.912 

.994 
i "i 38 

·1 ... 47 9 
·1 ... 47B 
i,. 4B7 

·f .4B7 
i ,. 48:3 

1 -~ 't!:37 
i ,. ··!f8!5 
i 1J. q ,i 

• 0•36 
.0i4 
.029 
,. ()80 

.444 
1. 36 7 

CPI 

' ~5 , .. ] 
·i~5"~:> 
i 2. i 
i9.4 
6.8 

-14-.9 

3:. '~) 
.4 ... 7 

i ,. 3 

i . 6 
j. ,::; 

·l .. 1 
1 . 9 
2.4 

110 . 0:x 



XXINDUS IFPS Ai VN/ sp .. F,4 rMSHAM 

5 

5 

E i 980 
E i 981 
E 1982 
F 1983 
E i S-'84 
E 19B5 

vWI 
DEFLATED 

BY CF'l 

107.3 
102.8 

97. :5 

·=:;>~:> .. -6 

94 .. 3 

,7-)B ... B 
98 .. 7 
9B ... 2 
9l~I ,_ 7 
,::,-;' ,., 

/ I .i. .,,;~ 

9C:, .. H 
~/7 .. ,SJ 

10(:). 0 
1 ('.)2 .. 0 
1 04. 1 
104.B 
i Otl. 0 

iATE FROM THIS MONTH ON* 

01/15/87 
WPI AND HOUSIN~ PRICES 

<AVE FISCAL YEAR 1980 = 100) 
**************************** 

li.iF'I 
DEFL.{:iTED 

BY U.S . $ 

92~4 
913. 4 
S1 i:, ... 2 
9:a "2 
<j.)·j ... 3 

9(:). 1· 
</·I .U 
r;,3.,. -t 
97 .. s: 

f):~ :. ~=1 
\:)4 ... 6 

0,.-/ .. 3 
(-)9 ,. 4 

·"t ·t .. 4 
·1 2. 9 
i 4 ,. ? 
14 ... 7 
i 6. i 
i :.L 9 

1 ';(). 0 
1 ()2. f: 

vWI 
DEFU,TEV 

BY BUSINESS 
SECTOF~ W,~1GE 

lf 1•:,l\··)~·l•: :P:• 

i•~)().0 

!;i(:) • 8 
92 .. 5 
86 .. 4 

1:/1;> 
4 

·-;;, 

i ·~ 1 '"2 

'-l::5. i 
~l'j • f!; 

"'i L r_. 
l ._, ,;. .:., 

Bt.:) ,. J 
b-.5 .() 

861-7 

-~•- ·;, ?:.: 
I l., _; 

77,.B 
79. i 

1 00. (:i 
92 4 (il 

92.4 
94.0 
5'2 .. 6 
':t'::'.! I.\";,• 

HOUSING PF;:ICCS 
DEFL.t,TEV 

f:Y c1:• J 

·j 22. i 

i i <i'. :, 
126. 9 
i:U.;.3 

ii 5. 2 
i 1 7. 4 

·j 1 () ,. ::, 
i i i . "? 
i ·1 ·j • (l 

i 0:::.~ ~ 7 
•'i 1)4 ... ~} 

i(:)4. 2 

i ~14. 0 

1 ~•(:). (:) 
'I i i . 9 
1 i -4 ~ i 
1 17 .. 4 
i 23 ... 7 
·J 1 B ... 4 

HOUSING F'F<ICES 
LiEFL.ATED BY 

CONSTFWC'fIUN 
f·'RICl INDEX 

i 22 _. I~) 

i :37 ,.3 
i~5-? .. 3 
1 34 r. ::~. 

·, :rn ,. , 
i l{-6:. !j' 

7 29 •'• ::.~ 
i :?9 .. i 
i 2':1 • 1 
i 2 15 . 4 

i i 6. 9 

"'j 2() ... : ; 

1 ;_:.~ •~) ,. ::> 

i O(l. •::> 

105.7 
H0.4 
i 1 B .. 2 
i 2E'"' B 
i 37 ,.2 
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REGISTERED UNEMPLOYMENT AND LABOUR EXCHANGES 

1 982 i 1 982 2 1 982 3 1 982 4 1 982 :~ i 982 6 

" l.JOR¥. SEEKERS··-- ---···· · ·-· ··-··•· -32450 
• RE-QUESTS FOR WORl<ERS · ·- --i--795(:1 

I1A1L Y- AVG. UNEMF'LOYED ··•• rn470 

· 32250 
17800 
1-0200 

32700 ·-• · -33550 
i 7-650 17150 
i i 13-0 - 1 083-0 

35200 32750 
18150 16650 -
10830 • 't 051 0 

1 982 7 i 982 B 1 982 9 - i 982 i 0 i 982 i i 1 982 i 2 

WORK SEEl<ERS 
-· REQUESTS FOR WORKERS 

DAILY AVG. UNEMPLOYED 

REQUESTS FOP WORKER~ 
DA! LY AVG . UNE MP LOY ED 

LINE 2706 COLUMN i 

WDF:I< SED(ERS 
REQUESTS FO~ WORKERS 

!,JORI< SEEl<EHS 
REQUESTS FOR WORKERS 
DAILY AVG. UNEMPLOYED 

3245€• 
1tS>0 
i 08~)0 

:34<;,E>0 
17E>50 
1 l ?8(1 

S3350 
17100 
i 1 A40 

34500 
17750 
1 i 78(:) 

35H{:) 12J 
1 625(:) 
i 1 92(;) 

1645(:} 
i (:)44(} 

1 9B3 1 1 983 2 1 983 3 i 983 4 1983 5 1 983 6 

:342:50 

19700 
!_.:•~)0(] 

34250 
17850 
i 02:>El 

:.3285 1~ 

4 P5~5(:) 
.. , .. ~,"::J• .. ·,''-:) 

-~ .. ? ·! :::: ·?: 

31 2(:)0 ,.29650 
2020(:) <i ~?,~1 :'.)0 

1775(;.) 
i 1 El5EJ 

35(:)~~5•~) 

16600 
11 :1(:)0 

.1 t ) 'i i'-~, {:i 
I.-' •. · •· 

3 Lifj('.j(;) 
1 ~;~)50 
13400 

~,6450 
i 60!5(-) 
1 20(,)() 

31 ~?Ot) 
.! Cl -Jl:,r.\ 

.- . · ....... . 

31 6:>o 
1 e:?t)O 

i 54,ZH;) 
101 :>0 

. 1 984 7 1 984 8 1 984 9 1 984 i 0 i 984 ii i 984 i 2 

36El5 1
~ :'15750 4i 1 (:)(:) 41700 4155(:) 4350•~) 

15950 15500 1 .~350 1 5450 i 4-5•J€• 18350 
12350 i 25'.50 1 3400. 1540(:J 1_63()(:) 18:>00 

.. 

HOL 

1985 

41500 
18i00 

1 ,Sf-,,;)(;) 

1 S>B~5 -;, 
I 

436•~(;) 
i 7()~50 
17450 

1986 1 

·) ,' /'5(! 

i 945'.(:) 

46800 
20850 

1985 2 1985 3 1985 4 1985 5 

41450 428(:)0 
16400 19400 

15550 15500 

i985 8 1985 9 

4 37~5,2,t 4685f, 
~ 6''"-~) 1 5?:51~) 

18900 21250 

-- 19-86 2 1986 3 

i 7950 1 88~)() 
i '?800 • i 8650 

43200 · 38300 
1 93fl•~ 2 1 1 ,~ ,J 
1 7·?EJfi i 4950 

.. ., 

44200 
1 79,~)0 -

1 ~52,Z.(:) 

1985 10 

1 

4::~:,6(:;,~ 
1 7i ()() 
i 8150 

<?86 4 

I{ ·t p ~:. (;·· 
'j 9(;)(:,l(i 

1 85(:)0 

38000 
~!E.1B:50 
i 4H0(~' 

39000 
17:800 

15300 

1985 1 

3~3~l(} (:) 
1 6-4()() 

i7(;)50 

1986 5 

1 C:~)00 
-1 /37(:) ·~) 

3695'2> 
1 9(H.:)Et 

1 

1 
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6 

UNEl'1PLOVED PERSDHS A~; PEF.'.CEl·HAGE OF 
CIVILIAN LABOUR FORCE 

1983 ] tJ85 1986 

, · 
•• \I 



l .. 

LINE 2782 COLUMN i 

UNEMPLOYED PERSONS AS PERCENTAGE OF 
C!VIL!AN LABOUR FORCE 
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LINE 2617 CCJLUMN 'I 

INDUSTRIAL INDICES 
EXCL DIAMOND BRANCH 

INDUSTRIAL PRODUCTI ON 

OUTPUT PER MAN-DAY 

INDUSTRIAL PRODUCTION 

OUTPUT PER MAN- DAY 

INn~STR!AL PROD UCT I ON 

OUTPUT PER MAN-DA Y 
LI NE 2647 COLUMN 

INDUSTRIAL PRODUCT IO N 

OUTPUT PER MAN-DA Y 

INDUSTRIAL PRODUCTION 
Mt1N·-· DAYS l1iOF:f-:'. ED 
OUTPUT PER MAN-DAY 

1982 i 1982 2 1982 3 1982 4 

96.4 94.8 96.0 99.1 
97.6 97.8 97.8 100.8 
98. 7 96.9 98.1 98.3 

1983 1 1983 2 1983 3 1983 4 

·J(.:)1,.~!. 
~()().,l\ ~{•7 ... (:) 

!·?? :. 6 

1984 1 1984 2 1984 3 1984 4 

··: (:, ~.:i - ·i 
1 02 :. E: 
·I {:1 l:, ... i 

'i (-)3. 't 
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PRIVATE co1--1•;ur··1PTIDH - PARTIAL IHc;'IchTORS~_. 

SEASONALLY ADJUSTED INDICES . _,,, 

SALES VALUE OF LARGE RET AIL TRADE 
IMPORTS OF CONSUMER GOODS 
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PRIVATE CONSUMPTION - PARTIAL INDICATORf 
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LINE 29:31 COLUMN ·l 
G.D.P AND PRIVATE CONSUMPTION 

1980 PRICES, SEASONALLY ADJUSTED j ATA 
It\!DICES; r:t15-1 E: I ·1 <?e•? ... 1 (:J(:r 

-

----- --- --HOLD I-NG 

c;.' !> :. F' :, 77326 27637 27° 65 27464 28440 28477 ?8777 28727 
PRIVATE CONSUMPTION 

C .. D ., i::, ., 
PR!VATE CONSUMPTION 

C.:.D.P .. 
PRIVATE CDNSUMPTlON 

LINE 3(l't i COLUMN 

PRIVATE CONSUMPTION 

'°}C:G !:::·7 
.. :., , .. ,' i_., R,•• ~ 

1982 2 1982 3 1982 4 1Y83 

?t:~2-4A 
·1 ·7::5p(; .1,::J('.)0 ' 1' 

l • •' ·•••' •-· 

1984 ~ 1984 3 1984 4 1985 

1983 2 1983 3 1983 4 

:?t_;,33~5 
·i 9 ~5 '.-? :::~ 

17651 17935 18832 17406 18173 i7948 16795 18655 

4 986 1986 2 1986 3 1-986 4 
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80G 

M 
I 
L 
L 

600 I 
0 
M ,-. 
.:J 

I] 400 
F 

D 
0 
L 200 
L 
A 
R 
c:-._, 

0 

' .., .. . . ' .. .. . . " 
: •···••.. .•···. : ~.... .· : ..... ··;~~ .. :: ···•·. .. •. : ... : ·..... ••,: ' : 

' . . . . . 
" : : . . . . ~ : 

1\, .. 
f .. 

~ 

1982 19.81 

., ,, ,, 

1 

l984 :198S 1986 



--

UNI:. 3116 COl..UHN i 

FORElGN TRADE EXCLUDING DIAMONDS 
~EASONALLY ADJUSlED, MONTHLY AVERAGE 

1'MF'OPTS 
FXF'Ol'\Tr 
.,.Hf',DE Df::FI CJ: T 

IMPnRTS 
EXPORTS 

- nrni-F DEFICIT 

IMPf)HTS 
EXPOF'.TS 
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362 
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60~~ 
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W1 

/ '1") .JA. .. { .. 

37~5 
247 
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!SEJ9 
309 
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3'.5 1 
'176 

:~<_;., i 
3~?. 1 
269 
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30H 
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6 '.:; ] 
.'3'.56 
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:'4~5 

~1~} ·! 
'> O'l 

6 ~~ 4 
:5 j s'. 

.] 12 

198'.:l 7 1°83 8 1983 9 1983 10 19J! 11 1Y~3 1J 
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LINE 3377 COLUMN 1 
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2881 

FOREIGN c1,.1r;:PENCY RE.\'F!?VES 
AT THE BANK OF ISRAEL 

MIL.LIONS OF DUL.LARS 

281 1 2909 29 18 2934 2959 2994 

1983 1 1983 2 1983 3 1983 4 1983 5 198J 6 

COLUMN 

\ 
1984 1 1984 2 1984 3 1°84 4 1984 5 1984 6 

3067 3070 2995 2998 3003 2954 

1984 7 1984 8 1984 9 1984 10 1984 11 1984 12 

2603 2411 2088 1994 2821 2601 

1985 1 1985 2 1985 3 1985 4 1985 5 1985 6 

2:311" 

19815 -1 
1 1985 8 1985 9 1985 10 1985 11 1985 12 

1 ·1:.1'"; 

·1 Slfl6 1986 2 1986 3 1986 4 1986 5 1986 6 
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A. 

MINISTRY OF FINANCE 
OFFICE OF THE DEPUTY DIRECTOR GENERAL 
FOR ECONOMC AFFAIRS 
JANUARY 1987 72,20 72YG.WID 

RESOURCES AND USE OF RESOURCES* 
1 • TOTAL RESOURCES AND USES 
2. TOTAL DOMESTIC USES 
3. GROSS DOMESTIC PRODUCT 
4. G.D.P PER EMPLOYED PERSON 
5. GROSS DOMESTIC PRODUCT OF THE 

BUSINESS SECTOR 
6. PRIVATE CONSUMPTION 
7. PER CAPITA PRIVATE CONSUMPTION 
8. PUBLIC CONSUMPTION 

of which: civilian 
defense 
of which: domestic 

imports 
9. PUBLIC CONSUMPTION, EXCLUDING 

DEFENSE IMPORTS 
10. GROSS DOMESTIC INVESTMENT 
11 • GROSS FIXED DOMESTIC INVESTMENT 

of which: housing 
I 

12. GROSS FIXED NON RESIDENTIAL 
INVESTMENT 
of which: Industry 

1976 .J.J..7]_ 1978 

-0.0 -0 .1 6.5 
-3-9 -3-3 1.0 

1.9 1 .6 4 .1 
0.6 -0.6 -1.0 

0.7 o.a 3.9 
4.8 4.8 8.2 
2.5 2.5 5.9 

-9-7 -13.4 8.4 
5.5 2.9 5.4 

-14.4 -19.6 9.8 
-9.2 -4,5 0.5 

-18.0 -34,5 35.6 

-4.6 -2.0 -1.4 
. -12.2 -7-3 2.6 

-10.7 -11.4 5.7 
-12.6 -21.1 -2.0 

·-9.6 -5-7 9.5 
-4.6 -10.5 15-3 

~uroe: Central Bureau of Statistics • and '1 National Budget" 
• definitions set to U.N standards from 1980 onwards. 

PAGE 1 

Est. 
1979 1980 1981 19..??. ]jfil_ 1984 12..85 1986 
Percenta"ge Increase in Real Terms 

4.0 -0.3 5.9 1.8 3.9 0.8 0.9 4,3 
4.2 -2.3 6.5 3.5 4.5 -3.7 -1.7 3.6 
4.7 3.5 3.7 0.5 2.3 1.7 2.8 1.1 
1.8 2.2 2-3 -2.0 -1.0 -1.1 2.9 -0.5 

5,0 1!. 1 4.6 -0.1 2.6 1.6 3,8 1.9 
8.0 -2.8 12.0 7. 1 8.0 -1.2 -0.4 12.0 
5.3 -5. 1 10.0 5.0 5.9 -9.0 -2.2 10.2 

-8.7 9. 1 6.0 -1.0 -4.7 5.9 3.2-11.ll 
2. 1 -1.2 1.1 0 .1 0.4 0.9 0.2 -1.7 

-13-7 14.7 9.7 -11.9 -8.9 10-3 5.9 -18.8 
1.8 3.0 2.3 5.2 0.6 -0.9 -3-3 -9,4 

-31.3 25.8 21.3 -32.2 -31.4 37.5 24.1 -33.4 

2.5 3.5 1.3 3. 1 2.6 0.8 -1.5 -5.2 
12.0 -14 .1 -5.8 13.8 10.3 ·-7 .6 -13.4 6.8 
12 .1 -9.8 3.7 4.2 13.9 -12.8 -10 .1 -6.8 
14.6 5.6 1.8 ... .3. 9 -5.4 -8.4 -13.7 -11.3 

11.0 -16.8 5.0 9.4 25.0 -14.7 -8.5 -2. 1 
-3. ll -13-2 • 3-8 23.1 18.5 0.2 3.0 
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PAGE 2 

Est. 
1976 1977 1978 1979 1980 1981 1982 1983 1984 1985 1986 

13. GROSS DOMESTIC PRODUCT 
(NIS millions, current 
Prices) 10.3 15.0 24.2 45.7 110.4 259.5 581 .6 1 • 490 7,288 26,745 40,355 

14. NATIONAL INCOME 
(NIS. millions, current 
prices} 8.2 12.0 18.7 35. 3 83.2 207.9 449.2 1, 138 5,517 19,360 28.376 

15. PER CAPITA PRIVATE 
CONSUMPTION ( NIS -
85 prices) 3, 311 3,395 3,594 3,786 3,591 3,950 4,148 4,392 3,997 3,909 4,308 

16. RATE OF PRIVATE SAVING 
FROM ALL SOURCES 26 28 33 30 33 34.4 28.2 24.7 35.6 27 .8 21 
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Est. 
1976 1977 1978 1979 1980 J2Jll .19_~~ .12.fU 1984 ,12_85 1986 

Thousands 

B. POPULATION AND EMPLOYMENT 

1. Population (End of Year) 3,575 3,653 3,738 3,836 3,922 3,978 ll-,064 4, 119 4,200 4,266 4,334 
of which: 
Jewish Population 3,020 3,077 3,141 3,218 3,283 3,320 3,373 3,413 3,472 3,522 3,572 

2. Gross Immigration 20 21 26 37 20 13 14 17 20 11 11 

3. Civilian Labour Force• 1,169 1,207 1,258 1,277 1 t 318 1,349 1,367 1,403 1,444 1,446 1,476 

4. Employed Persons 1, 127 1 t 159 1 , 213 1,241 1,255 1,280 1,298 1,339 1,359 I, 349 1,371 

s. Unemployed Persons 43 47 45 37 64 68 68 63 85 96.8 105.6 

6. Average Population 
(Per cent Increase) 2.3 2.3 2.2 2.5 2.4 1.8 2.0 2.0 2.0 1.8 1.6 

7. Employed Persons 
(Per cent Increase) 1.3 2.9 4.6 2.3 1.1 2.0 1.4 3.2 1.5 0.7 1.6 

8. Unemployment Rate 
(Percent) 3.6 3.9 3.6 2.9 4.8 5. 1 5.0 4.5 5.9 6.7 7.2 

• From 1985 onwards Civilian Labour Force Based on 1983 Census and Includes ages 15+. 



C. BALANCE OF PAYMENTS* (1 

1. TOTAL EXPORTS** 

2. EXPORTS OF GOODS*** (2 
of which: 

a. Industrial exports 
excl. Diamonds 

b. Diamonds 
c. Agricultural Exports 

of Which: Citrus 
Other 

EXPORTS OF SERVICES*** 
of which: 

a. Tourism 
b. Transportation 

4. TOTAL IMPORTS** 

5. IMPORTS OF GOODS*** (3 
of which: Oil 

6. IMPORTS OF SERVICES*** 
of which: 
Capital Services 
Tourism 

1976 

2,278 

1,252 
712 
325 
172 
153 

1,853 

425 
804 

1977 

2,937 

1,575 
1,003 

385 
189 
196 

2, 199 

565 
930 

3,685 

1,957 
1,318 

455 
203 
253 

2,704 

685 
1,058 

PAGE 4 

1979 

2,539 
1,224 

556 
255 
301 

3,468 

789 
1,163 

1980 1981 1982 1983 
--rt:inuo'ns of u-:S:-0o11ai=s"r 

5,215 

3,340 
1,409 

556 
231 

325 
4,188 

896 
1 , 381 

5,239 

3,637 
1,067 

600 
246 
353 

4,710 

3,510 
905 
552 
186 
367 

4,768 

971 890 
1,435 1,288 

4,823 

3,357 
1,001 

504 
163 
341 

4,634 

1t010 
1,225 

5,566 

4,009 
1,035 

529 
116 
413 

4,496 

1,034 
1,397 

5,998 

4,311 
1,263 

469 
172 
297 

4,291 

1,103 
1,300 

Est. 
_19M86. 

6,856 

4,657 
11666 

558 
174 
384 

4i 147 

921 
1,298 

7t,q5~ ~,.0~1 .9.,..943 1.1.,9.1!.7. 13,Bll 15,006 15,097 1~~89 15,587 14'-991 16,045 

3,902 
685 

1,903 

737 
180 

4,516 
737 

2,130 

787 
240 

5,383 
775 

2,636 

1,025 
343 

7,044 
1,406 
3,278 

1,414 
454 

7,539 
2,116 
4,077 

2,006 
526 

7,523 
2,043 
4,657 

2. 316 
639 

7,650 
1,91 1i 
5,309 

2,746 
644 

8,094 
1,607 
5,419 

2,682 
770 

7,771 
1,593 
5,744 

2,964 
711 

7,649 
1,510 
5,002 

2,774 
525 

8,880 
924 

5,173 

2,579 
724 

* 
** 
*** 

source: Central Bureau of Statistics 1) 
Including Administered Areas in Judea Samaria & Gaza Strip. 2) 
Excluding administered Areas in Judea Samaria & Gaza Strip. 

Exports F.O.B, IMPORTS C.I.F 
The difference between the total and sum of the various 
items contains adjustments, returned exports and other 
exports. 

3) Excluding direct defense imports. 
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C. BALANCE OF PAYMENTS (Continuation) 

Est. 
1976 1977 .1978 1979 _19~ 1981 1982 1983 198L 1985 1986 

1. Direct Defense Imports 1,519 1,047 1,565 1,183 1,693 2,205 1,518 1,043 1,463 1,828 1,236 
8. Total Imports excl. defence* 6,139 6,994 8,378 10,764 12, 144 12,801 13,579 14,247 14, 125 13,163 14,809 
9. Trade Deficit** ( 1) 1,624 1,579 1,698 2,774 2,324 2,284 2,743 3,271 2,205 1,651 2,024 

10. Deficit in Services Account** 50 -69 --68 -190 -111 -53 541 785 1,248 711 1,026 
11 • lQ.lli CURRENT DEFICIT* 3,067 ,2'367_ ~,087 .hlli 1,728 4,261 

~ 

4,641 1!.iQ.71, 4,767 3.,~7-~ 4,110 

12. Civilian Deficit• 1,548 
of which: Capital Services 

"I., i2_(l 1,522 2,436 b.Q.12, ~.g.~~ _3i_123 3.,9,2_8 3,304 ~L-1.4 3 2,874 

Deficit 426 416 531 607 953 831 1,087 1,273 1,783 1,879 1,767 
Civilian Deficit excl. 
Capital Services 1, 122 904 991 1,829 1,082 1,225 2,036 2,656 1,522 2611 1,107 

13. Surplus •in Goods and Services 
Account with Administered 
Areas. 137 201 109 148 178 169 161 127 147 219 "176 

a. Imports 334 349 358 442 529 621 620 734 610 5·12 756 
b. Exports 471 550 467 590 706 791 781 861 757 7 31 932 

14. Exports as % of Imports* 60 71 69 70 73 72 69 67 69 7i.+ 74 
15. Exports as% of Imports* excl. 

Military Imports 75 81 82 77 83 84 77 72 77 84 81 
·16~ . Go9ds and Services Deficit as % 

of Total Resources *** 16 12 1 i+ 14 10 12 14 15 11 8 10 
--------•---••-•-------------Ml--------- 'INl ·lllr•- --------------- --------.... - ·--..-- ,_ __ -- _.,. .•---·---••---------- -------- -------

* Including Administered Areas in Judea Samaria and Gaza Strip. ( 1) Excluding Direct Defense Imports. 
** Excluding Administered Areas in Jude~ Samaria and Gaza Strip. 
*** Calculation is made in terms of national accounts (in NIS 1980 prices). 
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C. ~~L_ANC;_J>F PAYMENTS ( continuation) 

17. TOTAL EXPORTS* (2) 

18. EXPORT OF GOODS** 
Industrial Exports 
excl. diamonds 
Diamonds 

2 

-2 

9 
'17 

Agricultural exports 8 
Agricultural exports 
excluding citrus 21 

19. EXPORTS OF SERVICES 
** (1) 21 

20. TOTAL IMPORTS *(2) 11 

21. IMPORT OF GOODS EXCL. 2 
Defense Imports** 

22. IMPORT OF SERVICES**1)13 
23. DIRECT DEFENSE 

IMPORTS (2) 36 
24. TOTAL IMPORTS EXCL. 

Defense Imports1 (1) 5 

lli2. 
Real 1!~~· 

1980 
Rear-t!,~!'l• 

fil ..1 

29 2 

24 · 9 
31 -12 

18 

29 

7 

9 

21 

16 

30 
-7 

10 

15 
9 

22 -15 

19 -12 

21 

22 

32 
15 

0 

8 

21 6 20 2 18 

~ 

19 

20 

49 

18 

6 

5 

-31 

7 

31 

16 

-24 

27 

-12 

-3 

26 

-9 

7 

11 

43 

8 

4 -
7 

12 
-19 

16 

16 

3 

1Q 

3 

17 

21 

7 

• Including Administered Areas in Judea Samaria and Gaza Strip. 
** Excluding Administered Areas in Judea Samaria and Gaza Strip. 

...§. -3 

0 -1 

9 O 
-24 -10 

8 

9 

0 

13 

30 

3 

7 

19 

-6 

h.B 

11 

12 

-32 

11 

::1 

-6 

-3 
-15 

-8 

4 

-1 

2 

9 

3 

2 

2 

-1 
14 

-5 

11 

9 

-31 

11 

-1 

-2 

--4 
11 

-9 

-7 

14 

17 

20 
10 

9 

19 

..2. ...§. 

15 10 

19 8 
3 27 

....E. 

8 

8 
22 

5 ... 9 -11 

21 -12 -28 

Est. 
1986 

Real -
14 

8 
32 

19 

29 

4 13 3 3 2 -10 

1 -_q_'!.,.5 ..1. -2 

6 

7 

-31 

7 

-3 

5 

38 

-2 

2 

40 

-3 

2 --2 

-21 -20 

24 25 

-6 -7 

19 

0.4 

-33 

15 

(1) Excluding Factor payments from (or paid) abroad. 
(2) The real ·change is in terms of National Accounts. 
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c. BALANCE OF PAYMENTS * and External Debt•• 

Est. 
1976 1977 1978 .lill 1980. 1981 198g .l.9.~3, .!2.~ 198~ 1986 

1. current Account -~~~ ~ -859 -813 -745 -1 , 335 -2,02~ -2. 11 1 -1,415 1,098 1L~90 
of which: transfer payments (net) 2,433 2,075 2,228 2.°'806 2,983 2,926 2,616 2,858 3,392 5,070 5,400 

2. CaEital ~~~~s .<L&. M term~ 1 !,327, l.JU..Q 1,071 1 ,21i 1,2~ .lt..2.12 1 !~~2 ~,316 1, 165 ~f!l -90 

Long and medium term loans 1,893 1,637 1,922 2,413 2,315 2,464 2,470 2,829 2,226 1,080 1,440 

Principal maturities 620 724 895 1 , 119 1,042 1,243 1 , 141 983 1,054 1,252 1,560 

Net capital investment 54 97 44 -15 . -52 -9 -67 470 -7 91 30 

3. Basic Account 693 718 212 466 }!_76 - 123 -803 £91 -250 1&17 1,200 

4. Total Debt service 1,294 1.440 1 .863 2,470 2,978 3,455 3,753 3,499 3,873 3,903 4,016 

5. Net foreign reserves ( end of year) 1,156 1,359 2,242 2,570 2,781 2,847 2,994 2,873 2,601 3,190 4,153 

6. External Debt (end of year) 9,47~ lQ,~Qf.l .12.,5.9..~ 15,~ 16,661 Jb.474 21,271 _22,975 23,719 ~3..t.9.~6 _2_4, 4 37( 1 

of which: short term loans 805 875 1,338 2,237 2,371 2,389 3,104 3,580 3,506 3,349 3,418(1 

Loans from U.S Government 2,960 3,690 4,380 5,320 6,470 7,380 8,287 9,224 9,997 9,888 9,903(1 

.-- Source: Central Bureau of Statistics 
** Source: Bank of Israel 
1) End of September. 



E. CONSUMER PRICES* 
1 . CALENDAR YEAR 

Increase dµring the year 
Annual averag increase 

2. BUDGET YEAR 
Increase during the year 
Annual average increase 

F. WAGES* - CALENDAR YEAR 
1. NOMINAL WAGES PER EMPLOYEE 

(based on current NIS *) 
2. REAL WAGES PER EMPLOYEE 
3. REAL NET WAGES PER EMPLOYEE 

G. OFFICIAL EXCHANGE RATE* 

38.0 
31.3 

34.0 
33.3 

33 
1 

1. NIS PER DOLLAR - CALENDAR YEAR 
End of year 
Annual average 

2. Percentage change - during the year 
- annual average 

3. NIS PER DOLLAR - BUDGET YEAR 
End of year 
Annual average 

H. MONETARY DEVELOPMENTS** (NIS MILLIONS) 

1977 

42.5 
34.6 

49.6 
35.2 

48 
11 

.0009 

.0008 
24 
26 

.0009 

.0008 

1 • MONEY SUPPLY (M1) (End of Year) 1.4 
Percentage Increase (During the Year) 27 
Increase in Real Terms••• 8 

2. TOTAL BANKING CREDIT (End of Year) 3.4 
Increase in Real Terms*** 23 
Free Credit (Exel. Credit for Oil)(1)1.6 · 

* Source: Central Bureau of Statistics 
•• Source: Bank of Israel 
*** Deflated by the Consumer Price Index 

48.1 
50.6 

56.1 
52.0 

54 
2 

.0015 

.0010 
75 
32 

.0016 

.0001 

1.9 
39 

3 
5 .1 
5 

2.4 

(1) Exel. credit for oil shipping and saving schemes. 
(2) Forecast. 
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1979 1980 1981 filg 
(Percentage changes) 

l,.9!l3 1985 
Est. 
1986 

111.0 
78.6 

120.4 
95.2 

93 
10 

.0019 

.0017 
24 
67 

.0021 

.0018 

2.7 
ll5 
-2.1 
a.1 

15 
4.4 

132-9 
131.0 

133 .5 
133.6 

126 
-3 

101.5 
116.8 

104.3 
11 a. 1 

139 
10.5 
13.2 

131 .5 
120.3 

134 .o 
127.0 

119 
-0.4 

0.4 

190. 7 
145.6 

240.5 
173-8 

156 
6.1 
3.4 

444.9 
373-8 

412.3 ... 
404.6 

383.9 
-0.3 
-5.4 

185 .2' 
304.6 

116.9 
23.1. 3 

19., 
48 Q 1 

26 (2) 
.30.6 ( 2) 

63.6 
7.2 
8.2 

( current NIS) 

.0035 

.0025 
86 
115 

• OOIJ 1 
.0030 

3.5 
31 

-38 
21.2 
16 

10.7 

.0075 .0156 

.0051 .0114 
114 1:07 
103 -. : '!.i3 

: \: .• - ' 

.J-• :·:. ' 

. 0089 ·: -~.- : 019 2 

.oo6F ~ .(H37 

7.0 
98 

-15 
48.0 
-3 

19.2 

12.5 
78 

-11.7 
88.7 
-8 

33.3 

.0337 

.0243 
116 
112 

.0396 

.0291 

26.4 
111.2 
-8.8 
206.3 

0 
91. 7 

.1078 

.0562 
220.3 
131.8 

.1533 

.0797 

61.3 
132.5 
-20.1 

493.9 
-17.6 
192 

.6387 

.2933 
492.6 
421.6 

.8585 

.lt1H8 

277.5 
352.4 
-16.9 
2,979.6 

10.4 
1,211 

l.487 1.1194 
1 . 180 1 .1l88 

132-8 0.5 
302.3 26.3 

1.490 1.647(2 
1. 367 1.522( 2 

,· 

989.4 2,102· 
256.6 1-12 
25.0 78 

8,085 .. 1. ,11,509 
-3-7-· 19 .2 

4,256 8,14!'-



,,, 
,' . ,, 

. . 

. ' 

,, 

. . : 

3.SHARE f'FU CE.S' ( F'Ef,'CEtH CHANGE 
DIJF:ING THE YEAI;:) 

I. -GOVERNMENT I1UDGETtt 
-----------------

I. TOTAL BUDGETARY EXF'ENIH TUF~E 
<NIS MILLION> 

Of' WHICH: DEFENSE 

DEI«T SERVICE 

ORDINARY BUDGET 

DEVELOPMENT BUDGET 

2jl TOTAL TAX REVENUE 

OF WHICH: DIRECT TAXES' 

INDIRECT TAXES 
., 

* • EXCLUDING DEBT REPAYMENT TO 

1'186 - f'R0F'0SED BUDGET 

F'AGE 9 

1976 1977 1978 

27 108 40 

9 ~) ·- ·14 . 3 21 .. :.~ 

3.5 4.6 !.; 

1. 8 3.9 ~. s> 

2.8 4.4 7.4 

1.1 1. 4 1. B 
/'~;--

4.6 6.5 10.2 ,_ . 

2 .. 2 3.4 ~5 .,. 7 

2.3 3 ·~ 4.6 

CENTRAL BANI< 

1979 1980 1981 1982 1983 1984 1985 1986 

61 279 154 296 -~). 8 586.9 192.2 31. 8 
I 

( flLIVGET YEAf~S > 

•l 1 . 3 1 0~>. 5 ") .. , '") ~1 
, .... .... ..:...,. 500.2 11 451. 5 8,681 26,977 2 fj , 894 

1 •1 31 ,:;.5 . 1 1 44. 1 •105. B 2 / i71 6,62:3 '°; l")C)r 
' J ... , .. ) 

9. ~i ~i9. 6 ~\ fl. 6 133,El 428.3 :~ 1 601 12,623 1 1 , r1:~ 

LL4 33.9 80.9 181 . 3 51 1,.2 2,476 6,432 8, 146 

•\. 4 11 Hl. i 41 9fL2 433 1,299 1 I .!18(1 

20.9 44.9 106.6 273.5 746.2 3,48(:) 12,030 15 ,760 

1, r) <" .... :> :~7 . El 63.7 158 .1 407 . 9 1,797 6,215 8,833 

8.4 17 .1 -42.9 115.4 338.3 11683 5,816 6,927 

. ..,. .. 




