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has begun receiving attention from the media. On the pag
will find a cross-section of articles from major business, da
lications focusing on this growing trend and the reasons und
into the following categories:

e Successful U.S. Ventures in Israel

o What Israel Offers:

e Favorable Investment Climate
Duty-Free Trade Zone
Investment Incentives
Low Labor Cost
Tax Advantages

e Israel’s Growing Export Industries:
e Metalworking
e Electronics
e Aerospace
e Chemicals
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raeli pitch these days to
the U. S. goes something
‘hopping sales. We're too
yme in, set up shop, and,
«lly big export markets.”
¢ out to potential investors,
1anufacturers, as indeed it
a new urgency to it.
‘arkets
‘incipally are Western Eu-
ere, say the Israelis, their
histicated products at sur-
handsomely, in principle,
ns and an attractive pack-

peddle, and Joseph Vardi,
Mfice of the Government of
i¥s he needs a good two
5. But it is getting results,

t director of the American-
1d Industry, Ine., concedes
aelis have found so far —
hle chance of leading them
5 that have pushed their
¥ billion.
out peace? “Let's not kid
rborn Dr. Opher.
points out Michael Avni-
ive of Israel's government
iy off in exports to other
~rkets.
mnon Cohen, an In-
tment Authority official,
s the return on relative-
imall amounts of capital
certain high-technology
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gluwilg market 1n pre-
cision resistors.

Mr. Vardi reels off 10 re-
cent or, in some cases,
forthcoming developments
that ought to make success
stories like Vishay’s more
common in years to come.

The major ones are the
faet-that, starting on July 1,
virtually every category of
Israel-produced goods "will
enjoy duty-free access to
the Common Market, and
that, since Jan. 1, 1976, 2.-
700 Israeli products have
enjoyved duty-free accece ¢~
the United States und
generalized system of
erences (GSP).

The eombined m:
repreésent more thar
million people.

With Israel’s appre
lower labor costs, Mr.
di notes, U. S. firms
ating there stand to
substantial advantage
these giant markets.

In addition, a seri
benefits to foreig
vestors, on the book
enacted by the Kn
(parliament) last {ear,
Ung to taxation, loans
grants, depreciation a
ances, etc., constitute
cording to Mr. Vardi,
one of the best — the
- package of incentive
American companies gous
overseas available any-
where.”’

Shortly, Mr. Vardi ex-
pects, the U. S.-Israeli tax
treaty will be ratified by
the U. S. Senate, and, prob-
ably after the next elec-
tions. the Knesset will enact

have
over
s —
. mil-

o on in
1973, $45 million in 1974 and
$65 million in 1975.

“In ’77 the cash will be
available,” he said, “but
it’s a small numbers kind of
game.”
Samuelr _Ro

of Teraeh T

Corp: of New York, whose
firm handles a diversified
portfolio with between 30
and 40 investments in Is-
rael, was similarly
cautious.

“Every year is a difficult
vear with Israel .” he gaid

Mr. Ratner said.

i president
Brooklyn, N.Y., says his
company is ‘“‘giving serious
consideration” to setting up
a plant in Israel to boost ex-
port sales. He said avail-
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the country’s market in the 1940s, when the US firm worked
through a distributor. During the 1950s, the company
licensed its technology to a manufacturing company in which
Motorola had a small equity. Throughout the 1960s,
Motorola bought up the Israeli partnes’s stock until the
o 1 subsidiary, Motorola Israel,

duction of telegraphic data

odems for data transmission,

zontrol systems, was original-

ic market. However, when

1 an agrorelated product line,

try, Israel has always had to
ation systems to maximize
wver, there was an extra twist
i located in war zones had to
wventional systems—like those
ith developed and developing
field flooding. Under this
| inefTiciently, and the pipes
n order to detect the small
detected—could lead to large
repair bills. In the Israeli environment, this irrigation system
did not yield maximum growth for crops and constantly
needed repairs.

The R&D solution. According to Motorola, Israel offers
companies unique opportunities to profit from agricultural-
engineering problems of this type. The country has an
environment similar to those found in many other developing
countries, but Israel has large cooperative farm units
(kibbutzim), as well as a farm labor force sufficiently
sophisticated both to go along with on-the-spot research and
to be acquainted with agricultural-engineering principles. In

addition  the oovernment i< readv to heln with technieal

various conditions,

Initial applicati
successful, and far
itself within a yea
10% increase in th
well as a 5% incre
saving and a 4% inect

Because of its
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both the amount
dissolve it 1o maxim

Overseas markel
nology farm equipn
according 10 Moto
wide applications
countries,

The division’s fi
the supervisory co
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for an initial attemg
equipment, howeve
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proving more diffic
began marketing e
only, because cons
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that price compet
customers are war
and not backed b’
an advantage ov
because its pare
Furthermore. the
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despite the rising pressure of Arab
petrodollars on the West.

First Pennsylvania’s 1975 invest-
ment is at $13.5 million, and that’s
slated to peak at about $15 to $16
millions after January, 1976.

The logic he uses to bolster his
confidence is best related by Bunting
himself.

“I'm not an expert on Israel,” he
told the Exponent, “but I do recall
that prior to 1972, our firm had never
been involved extensively in the
Mideast, Those banks that were there,
were attracted because of oil inter-
ety

“We began looking at that part of
the world in 1972 after the others—
European financial houses and the
major New York banks—were already
solidly entrenched, 1 remember con-
sulting with Phil (Philip R.) Zinman,
a member of our board who also
serves on the Federation of Jewish
Agencies’ board.

“"We'd been thinking about open-
ing a bank in Israel. Well, Phil went
te lsrael and investigated. He came
back to Philadelphia and we had a lot
of discussion. 1 suggested that in-
stead of opening a bank, it might be
a good idea to play a part in an amal-
gamation of smaller banks already
there.

“That's what we did, with the help
and encouragement of the Israeli
government. I was really impressed
then, as I am now, with the tremen-
dous industriousness of the Israeli
people. Phil and a lot of other people
played important roles. In October,

$522.7

at 848

aillion

se. 31

nillion
....... posans reo s sew anesasaual UL S.
dollars), this also taking into account
the 43 percent devaluation of the Is-
raeli pound late in 1974.

FIBI in Israel is First Pennsylvan-
ia’s biggest overseas investment. The
corporation owns the Virgin Islands
National Bank with 11 offices, has a
15-office consumer loan organization
in Puerto Rico, a branch in London,
representative offices in Frankfurt,
Singapore, Montreal, Mexico City
and San Paolo and 2 subsidiary com-
panies in Grand Cayman Islands, as
e 1Y s =0 R SEEES B0 RIS -m . 1

turn out, I'd like to point to the past.

“I liken the situation to Japan and
China, 75 to 100 years ago. There
were the Japanese on a chain of small
islands with apparent scant re-
sources. But, they did have a homog-
enous population and a common reli-
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Helping to boost Israel’s industrial capability, a
number of Philadelphia firms have established ties
with counterpart industries in Israel. They range from
electronics to transportation equipment, include many
first-time ventures into overseas expansion. Here, an

b the fiest calls went
fant State of Israel, for
rtise, American know-
le the heginnings of a
e infant State.

ers bo Isracl—primarils
with them  industrial
opean companies. But

eoand continuing. And
ellivieney, have found
cturing establishiment.
iber of Philadelphians
istrial scope. Their ties
ms by experts called in
knesw-harw agreements,
Ill-;‘.ln:u]llt.'til:rn contrcts
shment of illlJL*pllll:lvlLl
manufacture of full,

Technology, Chemicals, Accounting Services, Light-
ing

Philadelphians figure in the development of Israel’s
burgeoning electronics industry, in chemical exports,
even accounting services.

In Bnei Brak, where Rabbi Akiba lived, there are
still ultra-Orthodox residential areas where it is inad-
visable to drive an auto on Saturday. Yet strangely,
Bnei Brak is the home of one of Israel’s most sophisti-
cated electronic parts producers, A.E.L. Israel Ltd.
Electroni i stablished in 1966. A principal
owner is e 3 Inec., Dr.
Leon Reibman of Colmar, Pennsylvania. The Israel
firm produces RF components and systems; microe-

Malvern, Pa., establ
Vishay Israel Ltd., »
occupies four plant:
output—easily 90 p

pean, American ancd
resistors and related
experimental stress |
and antomobiles, an
Israel firm produces
as ibs American con
productivity, Tsrael |
subsidizcd interest
economical than that

Fromm Vishay come
b Tsraeli industry
War. On the first day
ceased. The executiv
duction workers, ha
nd dav, the com
hand. To solve the
they organized a can
workers to the plant
hours, The wives fill
ing and other tasks.
percent {||1r|'|u.1 the
night shift had to b
continued. Shipment
the American plant t
emergency were dec

Most important,
ident of Vishay Tec
fessional skills are f
way research and d
originating in Israel
vice versa.”

Vishay reports th
sidiaries in other co
same combination
available—and so b
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unster, Pennsylvania, es-
‘ischer & Porter Israel, in
ces process control flow
equipment. Located near
sently employs 50 people
rimarily intended for the

services for its clients,
nd Walnut Streets, Phila.,
accounting firms in cities
Israel affiliate is FHorwath,
of Haifa and Tel Aviv. The
unting, audit and manage-
t the Philadelphia firm's
and financial interests in
Tel Aviv are operated and
uniliar with local Jaws and

aid is provided by other
Iped establish educational
atant in the developinent
wpieal is a new food tech-
aiflsrael Institute of Tech-
iruction. The $1 million
wlelphian Louis , Stein of
be called the Louis Stein
¢ and will house, in the
%, the Food Engineering
t, now housed in the old

ion of LOA Corporation,
oturer ul residential lght-
s in its worldwide busi-
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i Lighting’s operations
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and apparel-related companies
are negotiating with the Israeli
government to invest in manu-
facturing facilities.

Abraham Kiperman, vice con-
sul of the Government of Israel
Investment Authority, reports
that the companies include sin-
gleknitters; printers, dyers, and
finishers; hosiery producers, and
makers of sweaters, overcoats,
children’s apparel, men’s apparel
and zippers. Since the Israeli
Eul.remmphf ninte nn lirmitntinma
On oWne
jointly or

Multing
especially
investme
because 1
valuation
creased {
porting g
tion, a t
the Comn
goods cot
shipped d

Exports
totaled $
yarn and

million,

Total «
equal 25-
but the guvermmen nopes w
boost the percentage to 40% by
1977.

There are already a number
of U.S. textile companies with




turing facilities in Israel is
part of the global production
and marleting strategy of

Besides production facilities
In Israel, the company has
plants in a number of other

auluviiiaul revdle UL up 1o 4i(
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gan on January 1, 1969 when it
acquired a 60 per cent interest
in what is now called Witco
Chemicals Ltd. in Haifa from
Chemicals and Phosphates
Ltd., a government company.
The latter still owns the hal-
~nce, or 40 per cenit. of the

laila manulacturing facil.

ies.

Growth of Sales

Mr. Leisiner noted that
eady growth ol sales since
1en has necessitated a num-
er of expanzions of produc-
on facilities which have a to-
il capacity of about 2300 tons
anually.

The product line at the
alfa facilitics actually in-
olve two broad product
roups, detergents and spe-
lalty chemicals, both of
‘hich  have experienced a
rowing demand in Israel and
| world markets.,

pounds, laundry produc
other light and heavy d
tergents — have gaine
stantial acceptance in
The detergent products
co have, in fact, ma
company’s name practi..
household word in that
try. The wvarious pro
merchandised under the |
name of “Kleen,” are v
distributed in proceries
supermarkets. Just abo
per cent or more of the
gents found on practicall
grocer's shell in Israe
likely t0 be manufactur
Witco.

The consumer distril
sefup for Witeo's det
products in Israel has be
so effective that the eon
plans to look at other
sumer market areas ther

Witco also ks manulfac
industrial products at

AVIATION WEEK & SPACE TECHN

Manufacturing Subs

New York—U. S. currently has 63 manufact
component represented by the avionics/elec
Israel is driving to expand the number of U
sidiaries in the country to advance technoloc
The 19 avionics/electronics companies nc
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Israel’s economy will not suffer from the war,
and will continue to offer excellent opportunities

“The Israelis would be better off if
they didn’t have to, but I don’t believe
anyone is going to solve in a few years
what has been going on for 2,000 years,
I just don’t see any.early relief from
those kinds of tensions.”

Nevertheless, American husiness-
man Carlen is highly optimistic about
Israel’s future. “All you have to do is
look at what they have done with the
land since 1948 and then look around
at Lebanon, Syria, Jordan and Egypt
and see how little the Arab countries
have accomplished,” he said. “The 1s-
raelis are a progressive, innovative
and dedicated people, I think the
greatest thing that could happen to the
Arab world is that they allow them-
selves to trade with Israel. It would
increase their standard of living and
improve the lot of their citizenry.”

Carlen sees no obstacles to continu-
ing trade between the U.S. and Israel,
and reacts strongly against the threat
of Arab oil sanctions unless America
cools the relationship. “I just find this
kind of international behavior repre-
hensible,” he said. “I am less surprised
thaninfuriated. Blackmail is blackmail.”

for Chicagoland businessmen.

Israeli Consul General in Chicago
Shaul Ramati says that economic ef-
fects, of course, will depend on the fi-
nal outcome of the war. Although there
has been no destruction in the Israeli
civilian sector—and none is antici-

1 i .

great desire to help. Investments tend
to grow very fast and the free flow of
capital is increased. We have never
really found that a period of conflict
has been a setback to our econ ”

ck Hoffman, president,




Mmany Companies Involved

The list of Chicagoland firms with
investments in Israel or trade rela-
tionships goes on and on. RCA subsid-
iary Shelby Williams Industries has no
investments in Israel but has closs im-

a line
el and
L pom=
anfred
¢ Divi-
I) and
fe ex=
@, par=
|3 now
e new
he ar-
or the

CAsSes

| home

e de-

in the

of in-

.............. mcropees weew Middle

Eastern countries, although our prices

have gone up they are extremely com-
petitive,” he said.

A success story for a company that
was started on a shoestring in Israel is
that of the Chicago Specialty Manufac-
turing Co., which entered into a joint
venture in 1966 in Tel Aviv to form
Unitre -The new firm manufac-
tured and distributed water flow con-
trols used in conjunction with agricul-
tural irrigation. Today the company is

0O o »nu < 30

than 30 projects in design or under
construction in Israel and Tel Aviv has
become the starting point for addition-
al expanszion into Mediterrancan and
African countries, including Greece,
Kenya and the Ivory Coast,

Walter E. Heller Overseas Corp, es-
tublished a subsidiary in Israel in carly
1972, a joint venture with two Isracli
firms: Clal Israel Investment Co. and
Israel Sacharov and Co. As a Heller
executive put it, “We were attracted
by the dynamics of the lsraeli people
and by their enthusiasm and persever-
ance in the creation of new indus-
Arieg.”

Ten wvears ago the management of
Joseph T. Ryerson & Son looked at
Israel and liked what they saw: a vig-
orous and growing economy and a
government favorable to industrial de-
velopment and foreign investment. So
Ryerson acquired an equity interest in
1963 in the Tel Aviv company then
known as Solpeck Steel Corp. The
affiliation proved fortunate for both
companies. Solpeck (now Pecker
Plada, Ltd.) was itching to expand
into broader steel processing opera-
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ire with Koor Industries to

t that opened last year.

of Elkhart, Ind., which al-

srael, established two more
> opened near Jerusalem in
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enture
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the design of integrated circuits which are shipped to the
U. S. for manufacture.
Data Corp. of Minneapolis, is awaiting the grant of new
incentives to enlarge its leasing operations.

13. Damon Corp., of Needham Heights, Mass., has re-
ceived approved investment status to expand its plant for
production of poultry vaccine.

14. Mundi International Ltd., has acquired 50 per cent
of Raffa Pharmaceuticals Ltd.
15. Dexter Corp.
plant for production of chemical additives in Israel.
Microwave Laboratory

16, Microwave ASsociate: . of Burlington, Mass.,
established in 1975 ‘ i ' T
the Intertechnion ir
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18. General Te/
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lacturer which is on
the largest diversified textile
concerns in the United States,
and Argamamn Ltd., a veteran
Israeli dying and finishing
firm, are cooperating in the
hiildine of as weaving mill at
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ment stores with high quality
draperies, bedspreads and
curtains,

Mr. Nathanson said the new
weaving mill, 30 miles south
of Tel Aviv, is scheduled to
start up in June, and this will
welp in meeting the Increasing
demand for Israel goods. It
#ill be operated by a joint
company called Umar Tex-
liles Ltd., which is owned €5
per cent by Argaman [Ltd,,
ind 33 per cent by United
Merchants & Manufacturars,
s name Iz derived from UM
o the U, 5. company, and the
AR of Argamon. Its full ca-
racity of six to Seven million
rards per year is expected to
» reached W Seplember.
ind, later on, It may be ex-
safiched,

The plan iz for Umar to
veave greige goods which will
w printed by Argaman on de-
iigns by Kemneth Home Faek
ons. The job af ma'
rulded o=
[t

THE JOURNAL OF COMMERCE — May 5, 1976

Joint US, Israeli Firm To Sell I'nc

By MACABEE DEAN
Journal of Commerce Special
TEL AVIV — One of the
first American firms to
take advantage of Israel’s
highly advantageous agree-

“This gives us a consid-
erable advantage over the
mother company itself,” he
says. ‘“We are not only
nearer geographically to
Europe, but we pay only 0.7
per cent to 1.7 per cent cus-

grant; another 40 pe
was granted by the G
ment as a long-term |
low interest rates.

over, the governmen
for the erecting of t
tual factorv huilding
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This STOL (Sh

ort Takeoff and Landing)

transpert plane, built by Israel Air-
cratt Industries, Israel's largest in-

dustrial

enterprise,

has been ex-

ported throughout the world. Shown
ifn inset is Ben Zion Golan, lsrael's
Consul tor Economic Affairs.

¢hile large scale capital im-
jworts permitied required
rrowth of industry.

Speaking to a small group
if §t. Louis industrialists at
he Colony Hotel, Golan de-
cribed Israel's metal indus-
ry as a pillar of that growth.
115 the fastest growing seg-
nent of the nation's economy
Nith investment in the metals
ndustry projected at $850 mil-

m from now through 1979,

| annual growth rate of 13

T cent is anticipated, Golan

id.

Total turnover of Israel’s

etal working production

ached $1.9 billion in 1974

Common Marketl) are recog
nized. Some import duties fo
goods from lsrael have a
ready been reduced, and th
agreement projects no dut
on most Israeli industriz
products as of July, 1977
While substantial amoun|
of the imported capital me
tioned previously have com
from the United States, mud
of it from sales of State ot
Israel Bonds, the trade bal-
ance between the two coun-
tries remains in the favor of
the U.S. In 1974 Israel export-
ed $300 million in goods to the
U.S. while buying $750 million
in U.S. products, not counting

exports and opportunities for
investment in Israel. Recent
changes in Israel's Law for
the Encouragement of Capital
Investments, first passed in
1950, have improved the ex-
tensive incentive program. In-
cluded are grants and low
cost loans for fixed asset
investments. Export support
includes automatic rebates of
up to 27 cents in cash to
exporters for each dollar of
export sales.

Research and development

expanded three times, most
recently to start a metallurgi-
cal process to fabricate prod-
ucts to export to the United
States.

Golan extended an invita-
tion for industrialists to at-
tend a metals trade show,



Headlines in the press relating to Middle East
hostility have obscured the fact that Israel has
created the greatest industrial miracle story of the
age, according to Avrahm Shavit, president of

. the Israel Manufacturers

- ac)Me.  Association, who spoke
fer-

an

65

Qs

ned

wid

ali-

eis
like the problem of terrorism. He said:

*“The world was indifferent when they killed
people at our airport and in frontier towns, but
now there is terorism wherever you turn, in
many countries. If the world does not stop the
boycott when it is directed at Israel, the whole
world may become embroiled in trade war.”” He
said, in answer to a question, that the pending
anti-boycott measures being considered in
Washington are on the right track.

Opportunities for profit

Shavit deplored the impression that Israel re-
lied for her industrial development on non-profit
investors
to help o
to make :
and fail,’
profit th,
employn
ports.”" '
seeking ¢
tance an

*“Ther
“‘that Is;
sophistic
only higl
duce. **\

[
tries that are first in the world in their ability to
produce such products.”

Paying tribute to the achievement of the Ger-
mans and Japanese in creating their economic
miracles, he said that Israel had in proportion to
its population, advanced at a far greater pace.
He pointed out that Israel could have moved
even more rapidly, but for the fact that she tai-
lored her industries initially, not primarily to
compete with other nations, but to employ the
immigrants who were coming to the country
from backward areas where they had not been
able 1o learn skills.

Industries for the unskilled

“*We didn’t need great experts,’” he said, “*to
convince us that all the investment we made in
textile enterprises would not solve our balance-
of-trade problems. We knew that oo well, but
we had to create the kind of jobs that our new-
comers could readily fill."

Breakthroughs before long in the edsing of
Isracl’s energy problem through the further de-
velopment of solar energy were predicted by
Shavit. He said that he was himself interested in
a company that seemed to be on the verge of
signifigant developments. **We are already first
in the world in the use of solar energy,”” he said.
“*We do not expect that it will be our total solu-
tion, but it should ease the problem.”’

On the prospect for finding oil, he said that
most Israelis are of mixed emotions. They want
to find oil, but they have some philosophical
reservations and they are not sitting back wait-
ing for new discoveries to solve their problem.

Incentives to investors
Shavit, who is Managing Director of Shavit

Oven, the largest oven and oven accessories fac-
tory in Israel, added that $250 million of Israel’s

avnnrte wara nradncte af inductrial racaarch and
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eralized system ot preterences (GSP).
Countries qualifying for GSP may export
some 2,700 products duty-free to the
United States. In addition, the Govern-
ments of the United States and Israel
have initiated a treaty which would end
double taxation on investments. The
treaty has been presented for ratification
according to each country’s constitutional
procedures, and currently is before the
U.S. Senate.

Israel hopes to increase its industrial
production in the coming year—particu-
larly for exports. Israeli industrial de-
velopment in recent vears has emphasiz
high technology industries, with 1t
defense sector receiving a high priori
Some of the most promising marke
for U1.5. products and technology in Isrs
this year will be for electronic comg
nents; computers and peripheral equi
ment; electronics industry production a
test equipment; metalworking and f
izhing equipment and machine too
chemical processing equipment and su
plics; .process control instrumentatio
avionics and aviation support cquipmer
and textile machinery,

Certain American-origin  products w
have a competitive edge in the Isra
marketplace next vear as a result of
U S Government's eommaodity import 2
sistance to Israel. Under the commodi
import program for FY 1977, Isracl w
receive some 585 million in grants and
loans which must be used to purchase
designated U.S. products at market rates.
American commodities which are eligible
for financing under the program include
chemical products, agricultural equip-
ment and products, pharmaceuticals,
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Israel Hopes

ToHike Exports
To US by 37 PC

rurecast 1or 1944

Israel’s inclusion in the
U. S. Generalized System
of Preferences (CSP) on
Jan. 1, 1976, was a spur to
exports to this country. Tar-
iff concessions by the Eu-
ropean Communities (EC)



percent over the year belore 10 a level
of nearly $1.6 billion, reports G. Gayle
Reichhardt of the Bureau of Interna-
tional Commerce. This made Israel
America’s second largest trading partner
in the Middle East during 1975, exceeded
only by Iran.

t Israel ranked second
among the world's leading
industrialized nations in the
growth of industrial produc-
tion, according to figures
released by the McGraw-Hill
Department of Economics
World Business Outlook —
1977.

The figures, representing
the period 1966 to 1975 (the
latest year for which actual
data are available), show
that only Iran ranked higher
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Although interest in high-quality, high-

1ary 17, 1977

In addition, during the
period 1967 (the base year)
to 1975, Israe!'s industrial
growth, on a compound
basis, was higher than 10.

Also released were
McGraw-Hill forecasts for
1976 and 1977, which predict
that Israel will maintain its
leading position in the
growth. of industrial produc-
tion, being surpassed in
only by Iran and Poland.

The McGraw-Hill report
studied the -growth of in-
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technology American proeducts
strong as ever in Israel,

iz ns
U.5. suppliers

Israel's Industrial m
grew 2.3 times what
1967 (the base year)
grew 1.7 times, W
man’s grew 14 times
United States’ g~
times.

Israel was the on
of these four to
dustrial growth in
dustrial productio
in the other three
during that year.



he notes. “But we cannot com-
pete when it comes to mass
production; we do not try,”’ he
says.

Fashions and Styles

Textiles are another ex-
ample. Israel cannot match
the prices of cheap cloth,
mass produced, which comes

from the Far East.

But when it comes to fash-
jons and styles, Israel’s foot-
hold in both the European and
American markets is secure.

And here again, due to low-
er labor costs, Israel manages
to offer goods at lower prices
than those charged by Italian
and French exporters of fash-
lons.

Although, there was a slow-
down In growth in food and
agricultural exports, due to
the Yom Kippur War, prices
paid for agriculiural deli-
cacies from Israel remained
constant during this past year,

Export also grew by 4 per

In: certain' other fields,
namely chemicals and fertili-
zers, there is an ever increas-
ing demand by agricultural
countries interested in phos-
phates, potash, insecticides
and pesticides.

In still another field, elec-
tronics, Israel’s output is ea-
gerly sought for, its com-
petitive price, excellent de-
sign, high quality and sophis-
tication. However, in this
field, due to heavy demands of
the Israeli market itself, or-
ders rust be pla
advance. One excey
clear medical
which is produced
the export market.

Metal products h
the highest growth
export area. The I
grown rom one wh
exporis only 1o disp
porary overproduc
in which overseas
the main consideralt

I8 — January 25, 1976

eks Niche in Spe

The gap in the balanca
of payments last year was
nearly $4 billion. It was
plugged by foreign grants,
credits and donations, mainly
from the United States. The
main cause of the staggering
deficit was the increase of
arms imports from $700 mil-
lion annually to $2 billion

diagnosis, quality co
physics.

Israel's industry still lags
behind its highly developed
agriculture. In the first hectic
years after the country’s in-
dependence in 1948, Israel
was preoccupied with raising
food, building houses and
providing basic necessities

merce and Industry. “Indus-
try means innovation, Indus-
try means new technologies
and adapting old ones. It
is a challenge to our young
people.” .

The Government has offer-
ed to match entrepreneurs’



Israell otncials, incoming foreign investments, which reached
$185 million in 1973, totaled a mere $43 million in 1974
and almost ground to a halt in early 1975, are now on the
upswing. The Israeli Investment Authority points out that
over 30 firms from the US alone located or expanded plants
in Israel last year and 10 more new projects are under way.
ed existing facilities are Miles
thone & Electronics and
investments include Teledyne
nufacturers (the latter having
). Encouraged by this turn of
ie Committee for Economic
, was formed in March with
S investments, CED-I's major
t treaty with the US, its free
non Market, and a new round
ow ).
lucements, companies tell B/
tensions is the major reason
the back burner. Encouraged
any firms now see slow but
easing of tensions, including

Ihere are grounds for cautious optimism. All sorts of
nuances are creeping into diplomatic parlance that suggest
relaxing of previously hard postures: Syria is being
encouraged in its role as a peacemaker in Lebanon by
countries such as oil-rich Saudi Arabia, the financial
godfather of many Arab projects, which along with most
other Arab nations fears—as does Israel—the establishment of

Egypt, tor examp
investments by cor
project is important
least equal to its Isr:
to get firms off the |
Political conside:
included, in the Mi
shape for a war. Is
war-related carryove
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that of any other M
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“The implication of this to American manufactur-
ers is considerable. U.S. companies will be able to sig-
nificantly expand their activities in the 227 million per-
son Common Market, and do so on a much more
competitive basis than is now possible. All they neea do
is manufacture their goods for expor{ to the Conmen
Market in Israel,” the Israel Investment Authority said
in its announcmemept ~f tha Tict

Total sales by U
ket of products on th
and would be even |
more compelitive m
the investme=

nachinery and parts.

slation
nonths
M& &CO-
elongs
sell its

1t ag-
1t that
jon of
s lasi
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srael

ments in cease-fire negotiations). Eco-
nomically, the pact should help Israeli
exports of oranges, chemicals and elee-
tronic products. As of July 1, Common
Market tariffs on those and other Israeli
goods will be lowered 409 to 809:; by
mid-1977, there will be no tariffs on Is-
raeli industrial exporls to the EEC.

Israel, however, will be permitted o
retain full tariffs on many industrial im-
ports from the Common Market until
1977. After that, tariffs will be gradu-
ally reduced, but some duties may last
until 1989, by which time the Israeli
economy will supposedly be able to thh-

ntnad tlha Bl winnvs A latncaatiaaa

1
i
i
[Oor auty-Iree entry to tnese COuntries.

This results from Israel’s agreement with
the Common Market which calls for Israeli-
made products to be subject to one-fifth
of the existing duties. And, starting July
1, 1977, thev will enter Common Markct
countries totally duty-free.

The implication of this to American



duty-free.

The Presidential announcement makes Israel eligible

for .the Generalized System of Preferences. The G.S.P.,

established by the Trade Act of 1974, lists products which

may be exempt from import duties. It has been made
availahle to 2 number of selected countries.

recent trade agreements,

~shore industiral location

fers business conditions

her country. Specifically.

ecome the only country in

n company can take ad-

i United States markels
iropean Common Market
1, including higher foreign
n double taxation.

to many metal products,
electronic products, com=
ition systems. Textilesand
ire excluded under the

al agreement, Isreal has at
the same time agreed to reduce import tariffs on over 130
U.S. made items.

Israel government officials feel that Israel’s eligibility
for the G.S.P. will mean a real boost to American firms
locating in Israel, especially to those seeking American as
well . European markets. They argue that for certain
items, Israel will now become the most economically at-
tractive location for American manufacturing
operations.

“Products will be able to.reach Europe and the United
States as if they were manufactured in the domestic
markets—duty-free,” said a senior official. “At the same

Israel officials be
developments:

* Admission to th
an associate member
initial 60% reductior
dustrial exports to Co
all customs duties will
however, will be pr
competition until 198¢

* lsrael Tax Treaty
1975, will. upon (
Americans investing it
treaty also limits with
and guarantees that g
by the Israel governm
For U.S. tax purpose
from Israel’s status as
receive higher foreign
Israel government the

example.
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started a drive to attract high technology industries
| economic incentives to companies that locate sub-

1 systems manufacturers are prime targets of the
ming particularly at companies with expertise in
avionics, instrumentation and metals processing.
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® No personal income tax for five
years, Corporate income tax is a flat 33%
on profits, and dividends are exempt
from tax.

= Machinery and equipment needed to
start an enterprise will have a special 15%
import duty, which is less than rmrm.-:i.

® Depreciation allowance will be com-
puted at double the usual rate for the first
five years. 2

® ‘A special 33.3% deduction is allow-
able for indusirial research.

= All profits from a business can be re-
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Financial Ince
To Israel Invest

Israel is revamping its system of I

ompanies.
ation will
‘en Israeli
directors,
<port dol-

Israel last year had exports totaling
$750 million and imports of $2 billion.

Within the aerospace industry. Vardi
said, Israel is not seeking complete new
aircraft or engine factories, but rather is
concentrating on extending its systems
and component capabilities. In regard to
competition with similar manufacturers
in Israel, he said: “We regard the globe as
our market place; we ourselves cannot
satisfy this market. So we are not con-
cerned with competition except as it af-
fects the domestic market.”

Tha Toraali Thnwvactmmant Antharito onill

to enhance ils allure for foreign inveswrs. 1ne 1wunowing
description of the incentives is based on the new Law for
the Encouragement of Capital Investments which is due
to be passed by the Knesset this month and will be retro-

active to April 1, 1976.
Grants and Loans

— The Government of Israel providgs

outright cash

ST S



Reeling from a $4 billion balance-of-
payments deficit last year and forced
to make repeated mini-devaluations of
its currency, Israel is embarking on a
new drive to boost exports and attract
foreign investment. A new law to en-
o ‘ L is due to
month, and
ng the op-
nup.
" have more
other coun-
reat of hos-
eign inves-
and highly
evertheless
. wages of
s,
lew card is
By July 1,
wls will be
ipean Com-
ty. And un-
fashington,
items, in-
+ chemieals,
_  ds, comput-
ers, and medical instruments, have
been allowed into the U. S. without tar-
iffs since last January.
Even the Arab boycott, which has

countries have indicated that they
not object to companies investing in
rael so long as they put an eq
amount of money into the Arab worl
New climate. Israel itself can certai
use more foreign capital. Paced
massive military spending, the cowm
try's balance of payments is runnin
deeply in the red. Export income wi
badly affected by the world recessio
and inflation, which hit 40% last yea
is still about 25%. The government
busy dampening domestic deman
with higher taxes and cuts in soci
spending, and has a program of sma
frequent devaluations of the Ilsrac
pound on Brazilian lines.

Israel hopes the new investment la
will help to change this. Actual foreig
investment last year was only $30 mi
lion, although projects worth $113 mi
lion were authorized, and there ha
been no new investment deals th
year. lsrael plans to boost industri
spending by $3 billion over the ne
five years, of which it hopes to pet £15
million a year from U.5. investor
says Eliezer Grunewald, director of |
rael's Investment Authority.

The new law increases governmer
grants and low-cost loans to as much ¢
70% of a new investor’s fixed assets.

AMERICAN METAL MARKET — April 7, 1977

Israel Protects
Foreign Investor

nel Amendment”’ to the Law for The a
the Encouragement of Capital Israel no
Investments, enables foreign in- have ins
vestors to ‘‘stabilize”’ the value of  fluctuatio

e in é T Rapid «

NEW YORK — Fbreign in- their equity in U.S. dollar terms,
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Simon-Rabinowitz Agreement

The second thing which American
businessmen should find quite encour-
aging is the joint American-Israel
statement signed May 12 of this year
by U.S. Secretary of the Treasury Wil-
liam E, Simon and Israel Minister of
Finance Yehoshua Rabinowitz. The
statement concluded a $20-million de-
salinization project agreement and re-
affirmed the long-standing U.S. Gov-
ernment poliecy of opposition to
restrictive trade practices, of which
the Arab Bovcott has stood as an in-
famous example, In addition, the joint
statement agreed to a dual tax-conces-
sion treaty whereby tax eredits will be
allowed by each participating country
against taxes paid in priority to the
other.

Viewed together, the accords pre-
sent unique opportunities for enter-
prising businessmen. America does not
now enjoy a favored position with the
EEC in that we cannot compete on an
equitable basis with Israel for Euro-

the investment phase through finan-
Q“A

rial laverace in tha Anaratine

up to 30 cents for every American
dollar of export. Then, if the exporting
company is engaged in industrial re-
search and development (for instance,
in the high-priority field of electron-
ics), the government will participate



Institute of Productivity.
The Institute of Produc-
tivity is jointly owned by
the three leading economic
entities in Israel: the Gov-
ernment, the Histadrut, and
the Manufacturers Associ-

~dlaa

“But lsrael has already
passed Italy, with $7,000,
and the U. K., with $7,200,”
he noted.

(In the field of agricul-
tural ou:gut per worker, Is-
rael, with $7,000, may trail
behind the U. S., with
$16,500 and Canada, Austra-
lia and the Benelux coun-
tries, with $11,000 each, but
Israel has already out-
distanced France ($6,000);
West Germany ($5,100); Ja-
pan-  ($3,400), Austria

(@2 120\ anAd Tiéaler (@0 ONNY N

during these years was only
2.5 per cent in both the
U. S. and the U.K., while
France had 5 per cent gain
and West Germany had a
5.5 per cent rise.

“This is certainly a dy-
namic rate of growth — but
it is far from satisfactory, if
we consider the -special
problems facing Israel, es-
gecially its huge defense

urden," the official said.

(Finance Minister Ye-
hoshua Rabinowitz, in his
speech to the Knesset in-
troducing the 1976-77 budg-
et, noted that defense ex-
penditrres  accounted for
some 35 per cent of the na-
tional budget of If 85.2 bil-
lion. Ten years o, it
amounted to only 11.7 per
cent of the national budg-

et.)
GDP per Employve
The spokesman for the In-
stitute notes that amther
set of figures does not
Israel in such a favora a

5l‘hese deal with gross do-
mestic product per em-
ploye.

Here, Israel with $8,200
indeed does lead the UK.
which has $7,000 and Japan
with $7,800 (figures are for
1973, the latest comparative
available), but it trails be-
hind Denmark, $11,500;
Sweden and Sw1tzerland
$13,000; West Germany
$13, 270 and the U. S.,
$15,300.

Question: What is the rea-

The two main
facing the countrg
cial says, is fir
more persons to ji
tive productive I
and leave the fie
vices; secondly, to
per capita rate o
tivity.
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dustrial tradition.

“This tends to m
ress slow and prob!
he says, noting the
job of the Institu
ductivity to help
these problems.

New Techn
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derwent training
some of them up
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he form of an export pre-
1ium.

Dr. Zandman said the ex-
jort premium used to be 44
yer cent of the dollar value of
its exports but was scaled
down last November when the
government devalued the Is-
racli pound by 43 per cent and
imposed a package of auster-
ity measures,

Expori Premiun

But he said the export pre-
mium, which is adjusted from
time to time to compensate
for increases in the cost of la-
bor, will ly be in-
creased tHis year as wages
rise to meet the continuing in-
flation in the cost of living.

Because it receives this ex-
port premium, Dr. Zandman
gaid, the cost of manufae-
turing in Israel has remained
constant since Vishay estab-
lished s first plant there in
1969,

Another incentive that has
reduced the cost of manufac-
turing, he added, ls the initial
tax holiday under which Vis-
hay pays tax on only 30 per
cent of its profits for the first
five years of operation.

This benefit will expire in
fiscal 1976, but Dr. Zandman
said the company’s tax rate in
Israel would be kept at about
30 per cent of profits if it rein-
vests its earnings, compared

hay-Israel remits the profits it
earns on its exports, he said
the U.S. tax on them would be
43 per cent.

Vishay-Israel is required un-
der Israeli law fo invest 7 per
cent of its taxable income in
16-year nontransferrable Is-
rael Government bonds with a
coupon of 3 per cent.

A third important in ~ "
offered by the Israeli (
ment was the inw
grant of 15 per cent of |
of importing capital
ment and machinery In
man said. In additl
gaid, Israel pald for the
training new workers a
50 per cent of its resea)
development costs,

In the 53X years o
gan operating in Isra
hay has expanded fre
into four planis with loa
vided at low fmterest r
about & per cent b
banks which have ens
to avold diluting 113 ow
tal,

De. Zandman said
had negotiated mortg:
itz plant at & rate o
cent, but had been able w re-
pay them with devalued
pounds.

Dr. Zandman, who was one
of the co-founders of Vishay,
caid that Israel offers a U.S.
investor more than just finan-
cial benefits. He emphasized

Labor Force Grows

Vishay's labor. force in Is-
rael has grown to 400 from the
20 workers it first employed in
1969. Dr. Zandman said the
quality of the Israeli-produced
components is ‘‘excellent, with
fewer rejects than-in-the U.S."”
He said that productivity was

th‘% same or better than in the
T?

But the negative aspects are
more than outweighed by the
financial and human advan-
tages of manufacturing in Is-
rael, Dr. Zandman said, ad-
ding, ‘‘we are very happy.”
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possible level by locating in Israel,

as a result of the new U.S. Tax
Reform Act.

The Tax Reform Act established

a new minimum tax level for all

U.S. operations abroad. All cor-

porations, regardless of location,

mnst nav at least that minimpm
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profits in excess of $50,000), ni
matter what foreign country they
originate in. This minimum com-
bined tax is reached when the
foreign country does not tax un-
distributed profits at all, and the
total taxation by the foreign coun-
try on distributed or reinvested
profits (including withholding tax
on dividends) does not exceed a
489% rate.

Israel is one of the only coun-
tries where both of these condi-
tions will obtain for manufactur-
,ing subsidiaries of U.S. corpora-
tions, in certain cases, as soon as

ite alroady _ cionad innnman  tavw

pourauon Wit a mianuiracuuring
subsidiary in Israel will be able to
maintain a zero effective rate of
taration. This zero rate may re-
sult either from direct implemen-
tation of Israeli tax concessions,
or from tax benefits associated
with reinvestment of profits
earned by the Israell subsidiary.
(New  investments and relnvest-
ments of profits in industrinl ma-
chinery and equipment are fully
depreciable in just two years, cre.
ating 1 tax lozs that ean be ear-
ried forward.)

If, however, profits are repatri-
ated to the United States, the
combined taxation on the repatri-
ated profite in  Izrael and the
United States will gtill be the min-
Imum tax rate applicable to repa-
trinted profits from forelgn coun-
tries, established by the Tax Re-
form Act. Under the Tax Reform
Act, taxes paid by a subzidiary in
the foreign country will be fully
credited and deducted from U8,
tax liability (assuming the total
foreign tax rate does not exceed
4865.) Israel’s tax rate on repatri-
ated profits, after the tax treaty
is ratified, will be lower than 489
for 1.5, manufactorers. Thepe-
fore, when profits are repatriated
to the U.B., an American . mana-
facturer with a subsidiary in Is-
rael will pay only the difference
between the taxes already paid in
Israel and 489. No other foreign
country, not cven the ‘“‘tax-free’
countries, can offer a lower com-
bined tax level than the above.

In addition, as already noted,
Israel offers important duty-free
access to both the United States
and the Common Market — a 475
million people market.

The foregoing analysis is based
on, and the tax reduction results
from, the following recent develop-
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Industry volume grew rom $570-million in 1970 to
$1.9-billion in 1974. The growth this year has been
projected at 15 to 22 percent.

The industrialization of Israel is an intense effort of
both government and business. Further impetus to the
drive is expected to be provided by ISMETAL ’75, a
week long exposition by Israel’s metalworking com-

dent on imports in
§ 10 years ago, but
gn participation in
ifficiency. It is en-
new plants as well

its defense-related
reduce the amount

nerce and Industry,
ent in Israel will
n a year during the
d of it coming from

expected to help export sales. T
expected to further stimulate in
The Arab Boyc

In its investment promotion dr
has its problems. Although its te
countries have become almost a
boycott of companies that trade wi
of concern to Israeli businessmen
the effects on business with Israel
lo measure,

But fearing long-run cutbacks b
Israeli officials are encouraging |
countries to consider passing le
cooperation by companies with th

The industrial firms the Israeli
couraging through tax breaks and
of the type that is high in value-add
i5 looking to build on its =
produce sophisticst- °
high perre-"

[ETAL MARKET/METALWORKING NEWS

talworking Sect
Ace Foreign Investn

By FRANK HAFLICH

migrants (about 15 to 20 percent of +

TEL AVIV — Israel is counting
on its metalworking industry to
play a major role in its drive to at-
tract foreign investment and boost
export sales.

At Ismetal '75, an exhibition held
here recently to showcase tkis
country’s metalworking talents,
nearly 140 Israeli companies turned

nn ta chaw vicitare fram Furnne

GNP), are some of the primary fac-
tors spurring an estimated annual
investment of over $100-million in
its metalworking capabilities dur-
ing the next few years.

Substantial financial benefits to
foreign investors and liberalized
trade agreements with the Euro-
pean Economic Community (EEC)

whirh hagan takina offont oarlior
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Visitors to ISMETAL 75 in Tel Aviv look at deta

Skyhawk fighter plane. Tank is manufactured ir

Kfir Isracli-made fighter plane, and
from solar heaters to a highly sophis-
ticated electronic teleprinter,

“*Meeting the challenge of the Com-
mon Market agreement” says Yitzhak
Weiman, one of the organizers of
ISMETAL 75, “required an important
transformation of the Isracli industry.”
Weiman believes Israeli metalworking
industries, which employ 100,000 work-
ers (total output for 1974; $1.9-billion)
must “merge, grow, or disappear.”

To maintain the 13% growth rate of
the industry, Moshe Mandelbaum, di-
rector general of the Isracli Ministry of
Trade & Industry (MT1), announced a
five-year investment plan of $850-mil-
lion. “The metal industry,” he said,
“will continue to grow this year at a
higher rate than the industrial average,
and exports will rise 36% this year to
$210-million.”

“The metal-industry export forecast
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increase its activity abroad. Koor, which
exports industrial goods worth over
$200-million dollars a year, recently
signed an agreement with Babcock
Electronics Corp to build.a new factory
for industrial reed relays in Galilee,
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traditionally held second place in the pecking order of Israel's
electronics establishment. Several steps below was the engineer
whose job in industry and in the military is said to be more in-
teresting, if not much more remunerative than the technician’s.
Somewhere far below was the marketing man.

With the national emphasis on in-

decrease the binding dependence on
external know-how."

The company is projecting $180
million in sales for 1976, of which $76
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Produets  include communication
equipment for the telephone industry,
electronic weighing products and
carrier transmission equipment. The
company i preparing to sell an am, fm
stereo digital tuner abroad for about £1.-
000, It 5 test-marketing the unit via U5,
distributors. It is also establishing a
marketing drive to sell PC boards, thin-
and thick-film circuits, power supplies,
and mil spec circular connectors

A subsidiary, Koor Systems, in nearby
Peta Tigwa, 15 converling its plant to
batch produce next vear an electronic
teleprinter system which includes a
paper tape reader transmitter, a line
receiver, and a paper tape perforator. It
can print from left to right and right to
left.

"Until recently, all of our investment

has been for research and
fevelopment,” Mr, Katz said. “From
now on, half will be invested in
marketing.”

&
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TER SCENE

Jerusalem's Old City stands in
striking contrast to the moderni-
zation of Israel going on outside
its walls,

to encourage the growth of an indi-
genous computer export industry. We
found that, as a country with a world-
wide Jewish “citizenry,” Israel has well-
established lines to computer experts
everywhere. Many experts from the
U.5., Europe, and Latin America
offer their ume vear-round on com-
puter committees which review and

el SRR TP o

by Arigeline FPantages,
International Editor
advise on national dp plans. And we
found this dp community of 4,000
professionals suffering from some near-
ly universal computing problems.
Liaison agency
Our host was Aharon Gertz, direc-
tor general of Iltam, coordinating
agency for all computing in Israel. Mr.
Gertz (who at 65 smilingly proclaims
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ers Ltd., since its founding
in 1967, has grown into a
company which exports
both a wide line of products
and also the end products of
its research and devel-
not only to the
Market countries,
and South Africa,

to the United

874-T5 fiscal vear,
srael and abroad

the $20 million
eliminary results
irrent fiseal year
hat the sales will

finite Edge

ve a definite edge
to Common Mar-
ntries, compared
United States,
ell without paying
the smallest cus-
s, while the Amer-
+ to pay 7 per cent
a spokesmah for
my said here.
s a0 5€lls to Amer-
ica at reduced customs
rates.
“We provide a full range
of repairs, servicing, spare
parts and advice to custom-

commercial products, but
in Israel it also supplies the
government and govern-
ment bodies, and govern-
ment agencies — which de-
mand the highest quality
ang most dependable prod-
ucts.

Includes Small Computers

The commercial line in-
cludes small computers,
computer-based  systems
used for process control and
message switching, and oth-
er industrial and scientific
applications.

Elbit also makes termin-
als for data entry, as well
as terminals for other uses,
such as TTY compatible
and dual'language.

“Our activities constitute
a fully integrated line,
starting from development
and through manufacturing
and services,” the spokes-
man said.

Largest in Israel

Elbit is the largest comi-
puter firm in Israel; it is an
affiliate of Elron Elec-
tronics Ltd.

Today, Elbit employs 1,-
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rgest Industrial enterprise and the nation’s only tirm engaged 1n aircratt building 1s
Aircraft Industries.

iny reports, IAI, founded in 1968-69 employs slightly more than 16,000 workers and
by mid-1976.

1sed by

ductlpn Peru are tabbed as prime sales
n, With 4 oets.

n 1973- Civilian Production

hrivin In civilian' aviation, IAI produces
th ) gt the Westwind, a 10 passenger

€ 1St pusiness jet. Originally designed by
ders for g kwell International Corp. as the
_mlssﬂe Jet Commander, it has been com-
! pletely redesigned by IAl's

Boced engineers. It has new engines, new
'm t"{:‘ﬁ'" tip tanks for longer flying range and

business, 2 longer fuselage.

work for The company also produces the
It is es. Arava, a STOL (short take-off and
its total landing aireraft) and the Gabriel
sea-to-sea missile system.

o . It is also responsible for the
' War of m_ainlenance and overhaul of Israeli
ernment "N Force and for civilian aircraft.
e export Research Plans

IAl' research is being supported
o have by a $10 million investment,
o fo Among new sectors being

g g explored are: electron beam
welding techniques to salvage air-

gffv]:zﬁ craft; a new Westwind jet equipped
i Poroe wv.lp Garrett emme: a special
cbloas helicopter for civilian uses such as
Kfir or CTOP spraying: a refurbishing
ki éarly program for Boeing 707's; new air-
borne electronic systems and
ach 2.2 development of a new speed patrol
lakeoff boat for the nation’s Navy.
1sed on
nd the
engine,
igners.
ing out
1at its
2ar Tel
eful of
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lion during the next five years. In-

volved are a host of products ranging

from petrochemicals and basic inor-
ganic chemicals to fertilizer materials.

Haifa Chemical, for example, is

planning to more than double its po-

tassium nitrate operations at Haifa

‘ . ' T 100,000

acity of

1976. A

T nitric

COmpa-

t. Haiia

€ a new

icalcium

by next

mean-

¥ million
bromine
tons an-
and to
making
e Come-

ead Sea

wased by

il' lons a

nd Dead
Sea Periclase intends to triple itz ca-
pacity for making refractory products
from magnesium oxide to about
150,000 metric tons a year with an in-
vestment of about $45 million.

The Negev desert in southern Israel
i1s the focus of agricultural chemical
plans. Negev Phosphates is plowing $45
million into an expansion of its phos
phate rock operations that will be able
to lift output from 1 million metric
tons a year now to 2.8 million metric
tons. Within the next five years, as
well, a new fertilizer complex is to be
built in the desert that will be able to

¥ bl T KT L mne | memme—m—m—

for producing fluorocarbons for refrig-
erants and aerosol propellants for
which Makteshim, a part of the Koor
Industries group, has stated outlays of
$50 million. Makteshim also will make
pesticide intermediates there.

In petrochemicals, [srael Petrochem-
ical Industries will increase itz capacity
at Haifa for ethvlene from 24,000 met-
ric tons a year to 175,000 metric tons
and up its polvethylene capacity from
34,000 metric tons to 80,000 metric
tons annually. The company also is
planning a styrene plant at Haifa with
a capacity of 60,000 to 80,000 metrnc
tons a year, with most of the output to
go 1o a new 45,000 metric-ton-a-year
polystyrene unit. Also at Haifa, Elec-
trochemical Industries intends to add
50,000 metric tons a vear to its 30,000
metric ton polyvinyl ehloride facility.

By 1980 the capacity of the Haifa
and Ashdod oil refineries is expected to
reach 16.5 million metric tons a vear,
compared with 10 million metric tons
now. Meanwhile, Haifa Baszic Oils
plans to build a plant capable of pro-
ducing 100,086 metric tons of lubricat
ing oils a vear—as well as 26,0000 met-
ric tons of waxes —more than tripling
its current output. m]
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@ Ammonia 100 300
Potassium nitrate 100 100
Ethylene 25 175
Polyethylene 34 56
Styrene 70
Polystyrene 16 27
Polyvinyl chloride 30 50
Lube oil 90

(2 Phosphate salts 20
Sodium triple
Superphosphate 50

(@ Magnesium oxide 50 100
Sulfuric acid 900
Phosphpric acid 300
Ammonium

phosphate 250
Superphosphates 250
Dicalcium

phosphate 70

(@) Bromine 20 30

(5) Bromine

derivatives 1,000 200

‘Goliath’ status

maps program to cash in
st sales to $1 billion by 1978

ne a
reing
vest-
etro-
d the

ustry

Israeli representatives are meeting with
U.S. officials in Washington. Aim: to en-
courage more U.S. investment in Israel’s
industrial buildup, especially in chem-
icals.

Moving Fast: Israel’s chemical indus-

'TOSS na-
r nearly
1y sales.
tal over-
. , . are esti-
mated at $1.3 billion.

For building up export sales, “chem-
icals and minerals are now our best re-
sources,” says Joseph Vardi, U.S. director
of the Israel Investment Authority.

Two Roads: The new chemical indus-
try investment program will fake two
routes. One will utilize the country’s nat-
ural resources in inorganics—primarily
100 million tons of phosphate reserves in
the Negev Desert and 43 billion tons of
bromine, potash and other materials in

tha ManAd Can Qtatn Averend Tamaal AL

plants; a 250,000-m.t./year monoammo-
nium phosphate unit, a 250,000-m.t./year
triple superphosphate plant; and a unit to
turn out 70,000 m.t./year of dicalcium
phosphate. Most of the complex’s output
will be exported.

Anather TCT  onheidiarms  Nand Qan




free and efficient has been in-
troduced in Israel.

The innovatiom—is a mobile
water-operated pump which
injects fertilizer into the
irrigation line without need for
fuel ar elactricitvy This fertilizer

g a latest
thods con-
by this
irrigation

operate with all irrigation
systems — drip, sprinkler, etc.

The only limitations on the

growing area served is the size of
the fertilizer tank and the
required duration of irrigation.

The new fertilizer injection
device sucks the liquid fertilizer
solution from a tank ( this may be
an open tank) and injects it
downstream into the same
irrigation line which furnishes
the water which drives the
pump. The pump thus injects

operates it.

Each pump stroke injects
about one quarter litre (one-
sixteenth of a gallon) of fertilizer
solution. The operating speed of
the pump can be controlled by
simply adjusting the tor
valve which adjusts the “'driving
water" to'the pump. The user is
thus able to vary the dosing and
concentration of fertilizer in the
irrigated water adcording to his
requirements. A pre-set cutoff
device installed at the “driving
water” inlet will shutdown the
pump when it has delivered the
predetermined quantity of
fertilizer to be injected.

The water consumed in driving
the pump is about twice the
volume of the fertilizer injected.
It can be used to irrigate the
adjacent area by gravity or can
be directed back to the
dissolving tank when solid
fertilizers are w, it was
polritiad out.

CULTURAL EQUIPMENT
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Israel Fashions
A Trend-Setting
Fashion Center

By AUDREY GELLIS
Copley News Service

TEL AVIV = Thiz
emerged as the world
international fazhion ¢

But ,unlike Pars a
which ereate unbelie
pensive clothing for |
elite of moneved socis
lsraeli focus is on p
credative and  technig
into garmients thal can
by the average worma

The {azhion indusiny
hewen Fashioned (5000
a combination of fa
iy Dseaelic this o
epalitarian traditson;
ative feodhak  fror
grants from dozens
tries: Western  tech
know-howw  comibined
availability of nati
crafts; an almost le
vitality coexisting with Medi-
terranean romanticism.

THE RESULTS were evi-
dent in Tel Aviv Fashion
Week (the 11th annual show
of its kind) in which 85 of
Israel's top houses did their
thing for the international

NEIPHIE LU UISPET ST LI pUpu-

lation away from the three-

main cities and throughout
the country. (Not only immi-
grants are involved; 15 per
cent of the fashion industry’s
employees are Arabs who
get identical pay and ben-
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Israeli men's fashions:
a place in the market
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industry to first rank in the
world.

Dealers from countries that
no longer have or never had re-
lations with the state of Israel
regularly move through the ex-
change building’s buying and
selling rooms, confident that
their presence and deals will be
kept secret,

That is normal in all dia-
mond trades since tranzactions
involving millions of dollars
are made solely on the basis of
@ handshake and the traditional
Hebrew expression, mazal u
vracha, (luck and blessing).

Mothing ever Is put down on
paper, much to the consterna-
tion of local internal revenue
agenis.

SCHNITZER foresees vir-
tually Instant occupancy of the
upcoming 28-story exchange
structure, disclosing that 120
international diamond firms al-
ready have leased space and
that the mighty London Syndi-
cate (which regulates dlamond
prices) is taking a whole floor.

Highly skilled and compara-
ively cheap labor is one of the
xplanations for Israel’s advan-
age in the diamond cutting’
wnd polishing field.

Another asset is the Israeli

DIAMONDS can be cut in
only four directions.

Larger stones can require
several days for the circular
blades to get through.

The most highly skilled and
presumably best paid diamond
worker is the pintler, the ne--
son who marks the sto
the most economical sav

Israel’s diamond worl
paid by individual
(plecework) and also a
anteed secrecy with re
their annual Incomes
purposes,

The United States 1
rael's leading customer |
buying more than $200
worth of cut and palis]
monds.

It was followed b
Kong ($120 million), Th
erlands ($80 million), |
$70 million), Belghum (}
lion) and Switzerland (!
lion).

SECRECY In sales explains
the likelihood that, Arab cus-
tomers who buy diamonds
abroad may be wearing jewels
cut and polished in Israel de-
spite their governments’ boy-
cott of Israeli products.
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sit intently at stark wooden tables along-
side more conventionally dressed Israelis
and foreign nationals.

They're all there to sell and buy dia-
monds. And each day, $4 million worth of
deals are closed with nothing more than a
handshake and the invocation “Mazal
2 Ryennhn? ((and Thnelr and hlaccing)
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only to tourism as the nation’s chiet for-

eign-exchange earner, is not disadvantaged

by high shipping costs that hinder larger
exports not transportable by air.

So much of the world’s diamond trade is
concentrated in Jewish hands that even the
Arab states, notwithstanding their eco-
nomic boycott against Israel, buy gems that
have been polished there. Since diamonds
bear no trademark, their origin cannot be
distinguished.

Even Arabs buy their gems: trading floor of Isr

Because Israel is the only nation to
sell its diamonds in relatively cheap US$,
Israel enjovs a significant price advantage
over other gem exporters.

That discount has helped Israeli diamond
exporters in the first two months of 1975
to exceed both the value and the volume of
sales they made in the corresponding pe-
riod of 1974, a record year.

Moshe Schnitzer, president of the Israel
Diamond exchange and a partner 1n
Schnitzer & Gruenstein, the largest gem
exporter in Israel, says diamonds have
been less prone than other commodities to
heavy speculative buying. But the appeal
of popular-size stones, Israel’s specialty,
has increased partly because they are
viewed as being a hedge against inflation
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development of solar energy and drip
irrigation—two fields in which its own
needs are acute. Their high technological
capability also can be seen in electronics,
metallurgy, biomedical products, and
fine chemicals.

Such technology has made its mark in
new products. For example:
® Motorola Inc. later this year will begin
marketing in the U.S. a computerized
trickle-irrigation system developed by
its Israeli subsidiary.
® Two big U.S. hospitals are using a
fetal-lung analyzer developed by Haifa-
based Elscint Inc. to diagnose respira-
tory disorders in unborn children.
8 Ameor, [srael’s largest maker of elec-
trical appliances, is seeking a U. 8. outlet

Israel's lure: A high
technological capability and
a new tariff-free status

for its electronic insect killer, as well as
for a device claimed to restore to air
some of the negative ions lost through
pollution,

The quality of Israeli research comes
at a price congidered cheap by [U. 5.
standards. David Rahman, in the chief
scientist’s office, puts the annual direct
cost to employ an lsraeli research scien-
tist plus a technical assistant at about

AW B WA

$30,000. “In the BIRD program, U.S.
companies can find an inexpensive
source of high-quality r&D,” says Jacob
Goldman, group vice-president and chief
scientist at Xerox Corp. He and Yaakov
are co-chairmen of a joint advisory
council that pushed for creation of BIRD.

Israel’s tariff-free status within the
European Community, effective July 1,
is a further lure for joint ventures. “The
trade advantage with the EC opens the
door for many companies,” says Stanley
Abkowitz, president of Dynamet Tech-

ke T




duced—the ‘‘trickle’ irrigation system. a

unique solar heater, and advanced elec-

tronic components, some of which are now

operating in the Viking spacecraft instru-
ments on Mars

This small country currently spends

about 3 per cent of its Gross Mational

- . ) o ~ nent ac-
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= world,
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oriented projects in universities and in-
stitutes are also supported by local funds.

Attracted by these factors, a substantial
number of U.S. companies have located
their technology-intensive divisions in
Israel, and have been able to take ad-
vantage of Israel’s grant for research and
development. In fact, more than 50 high-
technology manufacturing subsidiaries of
U.S. companies are now based in Israel.

In 1975, the Israeli government granted
over 180 R & Iy grants to 70 companies. Top
priority was placed on industries with high
export npotential. such as aeronautics. elec-
t
s
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sales:

° American Electronics Il.aboratori
started its Israel operation seven vea
ago with an investment of $60,000 and nc
sees an annual volume of about $20 millio

In lIsrael. these American companiex
subsidiaries, and others involved in in
dusitrial research may be eligible for:

— =
-ﬂ
-
— H‘_

IN HAIFA, Kulso, Ltd. a subsidiary of
Kulicke & Soffa Industries Inc. of Pen-
nsvlvania, designs and constructs
machinery for manufacture of
miniaturized electronic components.

¢ Financing of 50 per cent of R & D) costs
for products with good market potential

* Support to the extent of 80 per cent of

atin g cnn




i most important electromic systems, th
BAVI"  we must be the best, We cannot af- or
ford being second best. We had to Vi
7 create credibility and reliability with  off
WP Gy customers. We had to be as good  hig
thii:l’f{}; and as efficient as if we were ma-  the

ents nufacturing in the States, Otherwise, 1
::riiaiun there was no point in setting up a  hel
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ented plant in lsrael. :.Ee
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ssearch Costs in Israe: Lower
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also due in part to the fact Prime Minister’s Office. This Israel should “‘beef-up’ its in-
at emigration from the Council, headed by Professor  dustrial research by greater
$.S.R. has brought to Israel  Eliezer Tal, is active in MAanv  mnea af ite rilitams aca momieoe




by Hesi Carmel, McGraw-Hill World News

In the short history of Israel’s indus-
trial development, one company has
enjoyed unprecedented success.
And one of the main reasons has
been its unswerving belief that the

srael
ning
elec-
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rgest
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Uiy turvigu v
The company began in 1961 as a
small maker ($750,000 in sales) of
batteries and quartz-crystal devices.
Its growth from then till now has
been shepherded by a dynamic and
enthusiastic ~ director-general, El-
kana Caspi, one of the new Israeli
generation of American-style man-
agers. It was Caspi who gave to
Tadiran its esprit de corps and mod-
ern management methods, and it
was Caspi who convinced govern-
n
ci
tl

11
it
b
t1
h
Ct

tary products, a line of consumer
goods (air-conditioners, refrig-
erators, washing machines, and tele-
vision sets), computer terminals,
and telephone exchanges, as well as
nickel-cadmium batteries and
quartz crysials.

But the backbone of Tadiran is its
military radios. Many have proved
their worth in Istael’s wars. And the
war-won experience has led 1o the
improvement of American radios
made by Tadiran under know-how
agreemenis. For example. the
AN/VRC-12, a vhi/fm maobile set
with 920 channels between 30 and
76 megahertz. has gone through
many changes. The LSA-100T has
:_'uim:d a ]nudhpuukt‘r. and the
AN/GRC-106A, an hi single-side-
band model with 280,000 channels
between 2 and 30 MHz, has an
added automate tuning system.

Besides foreign-licensed products,
Tadiran has developed a variety of
its own models. One, the PRC-660,
has evolved into a family of multi-
service radio sets. The most popular
radio in the Israeli army. it is one of

On the move. The TRC-645T is a shelter-
contained radio-telephone system that can
be truck-mounted or carried on a copter.
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Levine and a certificate for customers
who have slones “fingerprinted.”

cially those made of stolen jewelry re-
coverad by the police. To close the loop
and get the system working, Levine
has promized to lend three of the ma-
chines to police departments in New
York City, Chicago, and Los Angeles,
the LU, 8. eities where most major jewel
heists occur.

Even in its early stage, the idea
apparently has appeal. Some 27 jew-
elers have agreed to pay $100 per
month to lease a Gemprint machine
that costs $3,500. Levine has placed 36

>RODUCTS

rvice. And

iggest ex-

Insurance

. iprint ma-

chine for use by its members, but it has
not yet established a central registry.

Obstacles. Technical problems could dog

some of these ventures. For one thing,

the Gemprint was originally developed

last year as a research tool for the

study of crystalline structures, and

commercial users have had little expe-

rience with it. And what of the thief

who steals a gem and cuts it so that he

can sell it more easily? Levine insists

that an expert could still match re-

corded prints if a gem were not too se-

varalv et Ha alen nainte ant that a

becomes a widespread practice.”

Other insurance men point out a
more fundamental problem. Clifford
Custin, an executive at State Farm
Fire & Casualty Co., for example, is
pessimistic about the scheme because
“few stolen jewels are ever recovered,”




Rehovot, Israel

Israelis have traditionally viewed

their scientists as people esteemed for

their knowledge even it is of no
practical value.

As a result Israel has developed the

most advanced scientific community
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the country has become an overall
food exporter. Although most of Is-
rael’s arniaments come from abroad,
Israell scientists have developed an
advanced jet fighter, several missile
systems, and possibly tactical nu-
clear weapons. Yet in most other
areas Israell officlals now realized
that the talents of thelr scientists have
not been well utilized.

Thelir country is basically poor. “'If
Moses was such a great leader, how
come he picked the only place in the
Middle East without oil?"’ is standard
Israell wry humor. Israel's industry
s small and underdeveloped.

Aim: high-quality goods
According to Dr. Ellezar Tal, head

of the Natlonal Council for Research

and Development, Israsl would like to

[ERCE — November 1, 1976

it

Israeli Solar Systems

Finding Wide Market
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TEL AVIV (UPI) — Is-
rael is slowly capturing a
slice of the international
energy business as Western
nations seek a solution to
the Arab world’s drive for
higher oil prices.

Hrizn o en

> nh et

=f

scale after two decades of
research. Twenty per cent
of its population now uses
the sun to heat water at
home. The purchase of a
$325 solar system means
the engi‘ of _monthly hot wa-

 C

hidden inside a slanted
An individual home
ing unit includes two
and a 600-gallon (2,627
boiler. The plates last
15 years.
Industrv soureces sai
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Printer. The optical scanner used in Sci-Tex Co
artist's pattern with as many as 12 diferent co
then be manipulated via color crt.

D S — ——

With it, an operator can vary color
combinations and make changes in
the design by using an ¢lectronic
stylus and tablet. In less than 15
minutes, a sketch for a fabric can be
converted to a tape that can be used
to produce a fabric sample—a pro-
cess that previously took weeks.

For the new printing version, the
same quartz-halogen-lamp optical
scanner as in the double-knit ma-
chine is used. Light reflected off the

nattern ic hraoken inta red oreen

produce each color pattern on con-
ventional  black-and-white  film.
Triggered 500,000 times per second,
the laser produces lines that average
400 dots per inch. Then a step-and-
repeat camera exposes up to 12

ralar cenaratiane that mav meacnre




Aetna Insurance Co. is growing avo-
cados, lemons, and grapefruit on 45-de-
gree slopes once considered fit only for
grazing. Penfolds Wines, Ltd., one of
Australia’s largest wine producers, is
successfully cultivating grapes in an
area with a rainfall 8 in. less than tra-
Israeli
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face the need to increase their produc-
tivity sharply as well as make the best
possible use of available land.
The problem. Farmers need to give
whatever crops they are raising just
enough water to keep the plants grow-
ing at a steady rate. Too often, conven-
tional systems provide too little water,
which dehydrates the plants, or too
much, which floods them out. To avoid
these shocks, farmers in the U.S. are
turning to a variety of drip irrigation
systems that accurately blend water
with fertilizer, then are turned on daily
tc
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h
o
I
f
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¢
T
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system for 100 acres compared with 10
men for standard irrigation.

Yet C. D. “Don” Gustafson, an agri-

culturalist at the University of Califor-
nia at San Diego, estimates that there
are only about 72,000 acres in the U. S.
farmed with drip irrigation. In Califor-
nia, where its use has doubled every
vear sinee 1972, about 40,000 acres are
equipped with drip systems. Florida
and Hawaii follow in acreage under
drip. Within five years, Gustafson pre-
dicts, at least 220,000 acres in the U, S.
will rely on drip irrigation, mostly for
such high-value crops as tomatoes, pep-
pers, avocados, grapes, and citrus
fruits. However, Israel is considering
watering corn, sorghum, and sugar
cane with drip irrigation because irri-
gation costs there are among the high-
est in the world.
The system.Whatever the crop, all drip
irrigation systems rely on the same
principle. Water is brought to the
fields through underground mains,
pumped through filters to remove im-
purities, then mixed with chemical fer-
tilizers, This solution is pumped
through serpentine lines of flexible
polyvinyl chloride pipe that wind on
the surface along rows of crops or
through orchards.

The single largest hazard in using
drip irrigation is clogging of the pipe
openings. To get around this, farmers
in western Washington state, for ex-
ample, use sharp granite sand filters to
remove the silt and clay that builds up
in irrigation water from canals, while
farmers in California depend on fine
mesh screens to filter out crystallized
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about investing in Israel, get in touch
earest you. Without any obligation on
prompt, individualized answers to you










dler:

med from a visit to Israel, during »
nment toward foreign investment was
that both the Minister of Finance ar
de and Tourism expressed the desire
mtimie and to increase the role of 3
omy., You may recall Prime Minister
ates last month to the very same efi

dll contlimie to offer the same gene:
entives to investors, and will work
rveloping the economy.

take this opportunity to say goodby
to Israel to take on the responsibi!
iewly created Ministry of Energy.

v Invegtment Authority until the end
ty & 1list of our staff and thelr res;
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