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Serves.

‘However, economists
must be eﬁﬁalﬁe

The share of Im
fairly constant, and | ra
also be calculated ﬁ a
less accurately. Aecomng
culations, our 1967 er
was smaller than ;
been by over $40m. As

Tact, 4t orile’ todhwon. Ingged mg tly

even in 1966. (g

therefore have been due to .
Moreover, with revived bu:aingss‘ a.ctivlty
nne should have expected commerce and
industry to incredse stocks in prepara-
tion for future expapsion. One may thus
explain perhaps one half — if mnot
more — of the $150m. added to our
trade deficit last year as a one-time
phenomenon. This seems indeed to be
the view taken by theeconomic planners,
who expect the deficit to increase in
1969 by only S$T0m.

Local demand growing
However, & closer study of the figures
shows that the dssue is more complex,
First, the above annual figures do not
show the actual pace of the process.

The decline of merchandise imports
stopped as early as mid-year, Sin¢e then
visible lmports ‘been rising up to mid-

1968. They declined In the third qudrter
of 1868, but soared agaln In the fourth
quarter,

As a result, imports exceeged those of
1967 by about 30 per cent in fthe first
Balf of 1968, m%mmmwum
int.hnaeecndhaﬂ. ch a trend havdly
fits the one-time restocking theory. Ob-
viously 1mldamdhubmexpnnd—
ing. and attracting imports, on a large
scale beyond what was required for re-

The ma&_ﬂ our lhlhw ’b! :

e Méh;g
- admind

g ah:m figures of Is-
all include the terri-

§615m.) and is ex ted 'r.o rise
Eﬂt& $80m, In 19;9 (qupl‘:ce ‘apart from
) of this forecast,

is that the trade with the
territories is turming in our
favour. When computed in dollars, the
balunewnsnep,ﬂveiotheammt of
1967 — when Israclis were.

The fact

Silm.
-‘ﬂécklng there and spending substantial

amounts, while regular trade contacts
hardly existed. But it swung to a positive
$15m. in 1868, and s expEch to reach
$25m. in the- current yea

But, of course, we can tra:de with these
territories only so long as they are in-
cluded in our frontiers. The ‘trade ba-
lance” with them is therefore largely
fictitious, because merchandise (mainly
manufactured products) to the tune of
$30m. more than we [mported (mainly
Sinai oll), while we paid $15m. more
for the services we recgived (mainly la-
bour and tourist sites) than we supplled
to the territories. But all of these trans-
actions were carried out in Israel cur-
rency. Moreover, most of the territories’ de-
ficlt with Israe] was financed by
the Military Government's expenditure
there, while on the other hand substan-
tial amounts transferred frem abroad to
relatives in administered territories, and
spent by tourists visiting them, augment-
ed our dollar income. The net total of
trade deficit included in our economic
planning is therefore based on the as-
sumption of an unrastricied flow of goods
and services across the old Green Line
border, and on the maintenance of new
g g ooy M
5 wake an even
bigger dollar gap than we aiready are
running.
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Growing expenditure
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BUDGET OUTLAYS UP ALMOST 25 P(T.

By DAVID KRIVINE
Jerumalgm Post Economile Currespandont

UTLAY under the Siate Budget for
1068/70 comes to ILT SN, an In-
creass of IL1O0OM. or almost a quarter
over the current year's expenditure of
IL6,360m,

Tax rates are not changed, and re-
veaue acerning  from  fiscal  sources
amounts only to IL4310m. Almost half
the Budget Is flnanced from borrowings,
including n 1L300m. Defence Loan and
a ILA00m. advance from the central mu.

The Government's gErow
on loans explaing one of mikln in-
creases In expenditure during tha com-
ing yeanr; debt wervice, up frnm TLAR0m,
In the 1088/60 Bud;nl. v v
Borrowing s made mu;mlr by the
Heavy load of defence, an item  which
(Including  Special Budgels) sccotints for
fust over IL3000m., or T0 per cent of
the Government's tax revenue,

Defence appears o the Ordinary Bud-
ﬁet, #o that the Development Budget Ia

ept In cheek to provent nvewnﬂng.

used to wecount (In 1094/05,
mont economic recesslon) for onesthird
of all expenditure; now It 18 down to
onesquarter, In absolute terms, this pa
of the Estimate nevertheless exoed
the current year's provision by more
than IL200m., due malnly to an indrease
of ILISOm. iy housing, up to ILE30m,. =
most of it Imml;tun{ houaing,

The Budget shows a deficit; but It
necessitates practically’ no printing of
new money, The Goverpment has bheen
dis-saving for sofe time — by around
IL1,000m. & ‘yedr n  1667/68 and
1068/68, and by an ted IL1.500m.
:nead. ylr:u'. Ihlou, of N P.nj; covel‘ﬂix
barrowing, Le, by pum maney
of the ctouamy—e‘:‘((‘tla TLA00M.
to_be drawn from the Bank of Israsl.

The “overdraft"” s offset In part by
the fact that the Government is spends
ing $700m. In forelgn currency, A8
agalnst receipts of  only $600m. The
difference of §100m. represents JLABOM.
of expenditure on Imports thst make no
call on the supply of gooda or services
in the Jocal market. The nel ecopomie
defioit, according to the Budget tahles,
comis therefore to only JIL250m. (or thred
per cent), representing Government outs
lny In the internal market that is not
covered by incoms of any sort,

In estimating the volume of total
public expenditure in relution to the
Gross Nalional Produet, aceount should
he taken of tha fall antloipated in the
budget of the Jewlsh Agency and other
Natlonal Institutions next year. Thia will
offset In part the massive growth In
Treasury expeoditure,

Mr. Avrahom Agmon, Diregtor of the
Tressury's Budget Division, poluted ont
at o moeoting with  the press lnst woeek
that  defence accounted before the Six
Day War for one.guarter of the Btale
Budget, and now ety up more than
a third, If we add debt service, It can
ba gean that 858 per cent of the Budget
i covered by these two Jtems alons,
which are not flexible and cannot ba
inereased or decreased In accordance with
the current economic situation, Littls cm
he donn to vary expenditure on
woclal services (at ) m\mnma.
Thin leaves the Dwalopmmt Buﬂnt Mr,
Agmon said, “and 1 agrea with Professor

the year on Rew Tel Hashumer premises
-— mﬂ tlul the labour shortage does
not minke the committes frecze
the In thn phuulnﬁ‘mge are

bulldings in Porla, dera, Juffa
and Tel Aviv (Tel Giborim).

LABOUR
The Ministry's Budget |z redused from
ILIOIn:. this year to IL8Tm., desplie an
increass In vocational trainming thanks to

the Improved employment  situation.
i t (for fit

68 to 14,500 this year,
3,200 in lmm (According to
ller, the last month wus

Ph a for the
g hundl.cappnd has incroas-
w,ﬁ: ‘u few hundred a year, because
iy bullding worker who lost his job st
o of 45 during the recesslon con
ld ngw  amployment now, despito

which  represent  growth  Industries
that are short of skilled labour.

Speaking on the Development Budget,
Mr. Ellenbogen explalned that cuts made
In allocations to the varjous economic
brapches do not necessarlly mean that
less money will be invested, oply that
the share of Government finance is being
reduced. Mines and quprries are slashed
from IL84m. to IL1Tm, — but total in-
vestment In this branch will contloye
to be ILASOM., as during the eurrent
year (ingluding JLSOm. In 1860/70 for
Arad Chemloals), with a greater use of
bank capital and own funds, The same
applies to agriculture.

The allocation for industry Is doubled
to IL168m., But sources of the Increase
are pnop-Budgetary. The FHistadrut penelon
funds are normally required to deposit
n proportion of thelr premiums with the
Accountant-General. Next year thoy nre
loaning an sdditionn] ILTSmM. to industry
via tha Dovelopment Budget; and a fur-

nal. Training is up from JL29m,

. Existing grants for adult par-

nte nN ILT a day plus family al-

con. This Is often Insufficient to
'::;)ze awiy from the better

get on unskilled jobs, The

ant is therefors ralsed from

l].ﬂ‘ 10 a d.ly for sclected courses
suclh na electronics and metals,

o to boom conditions" He sald. gher IL28m. will be loaned by the In-
'-nmamaptn have been made  dusteinl  Development Bank.  Another
on rellef who Increase 1s in plpelines, up from
qullry for old-axa pensions. £  IL5Im, to TLYSm., of which ILETm, will
at tbﬂ age of  go ta the Ellat-Mediterranean oll carrier.

n mon r M av- :

Mr. Ellenbogen stressed that the end
objective Is to termipate Government
participation In private Investment and
to confine the Development Budget even-
tually only to iInfra-structure activities
wuch ns Lthe construction of ports, alre
fields, post angd telephons services, and
soclal housing. For the presest this
category includes olectricity, whose allo-
cation Is almost doubled to IL4ATm., all

of It for the Ruﬂi D power station in
north Te] Aviv P a

Budget for the admlaistered arcas (the
West Baok and Gaza Birip} Is up from
ILMOm. to n.mm excluding the Ispasl
settloments. Taxes levied from the Arab
fo ulation In these zones will rise from

to ILASmM., the balance belng sup-
plied hy the Treasury.

Mr. Ephraim  Dovrat, the Treasury's
Economie Adviser, stated that IsrasPs
imports from the administered areas will
mount from §85m. to $TOm., while her
exports to the areas (I.nrludlng Invisibles)
will go up from $30m. to $85m., yielding
A trade surplus of $25ni. Capltal trans-
fors to Israel will total, it Is estimated,

Questions asked during a  Junchiime
mu«llng with the Finance Minister, Mr,
Zo'ov Sharef, prior to the official pube
licatlon of the Budgét, elicited the fol-
lowing additional polnts:

e Bxpenses of the Knesset elections,

duo to be financed from the publie
pursa durlnf tha coming fiscal year, do
not figure in the Budget, hecause they
have not yet heen woted by the Kuesset.
o The sum promised by the Govern-

ment to Mr, Ephralm Iiln to make up
the mink pric teed for the
salo of his plant, duu not appear In the
Budget either, "If we have to pay IL3m.,
that Is not a gift to Mr. Ilin, Should
it cost us that figure to secure the
plant without Mr. Ilin — it's worth it,”
the Minlster sald. Funds are available
for such purposes, with the approval of
the Knesset Finance Committee.

THE BUDGET IN FIGURES

Where the funds
will come from

And how they
will be spent

Estl ”?."r}g.# ux?wu Budget  Bud Artual
1 ma 14
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Tax revenue increases
as economy grows
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lmu.'s taxpayars will ;wtrﬂmu

. . Higher
:”’"m‘%ul.“m'“g dlectod In exchequer returns only after
(1969/70). This 4 one. more the of the relevant fiscal year.
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In
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to cuts In Import iy
liharallsation
tha Trensury
conntruction and p)

ing Hudget, nor any increass in existing
rates, The public purse benefits from the
swell of economic mctivity, In ‘which Lhe
tax-mun is a pariner on the recelving
end. The natlonal income will grow by
10 or.16 per gent, and the Treasury re-

‘venun by 20 per cont, becauss the tax ment (due to soar by 756 per cent to
system In "pro Ivo." , IiASm.) and the tax on property trans-
Haulf the rocelpts (807 por cont) will actlons (an [nereane of 70.8 per cent

come from direct toxes, as ngalnet H3.2
%r cent predioted in the last Budget,
@ change {8 duo partly to o numbor of
umendmaonts thot alightly onse the hurden,
notably the abolitlon of the compulsory
loan. Also, the Law fop the En .
ment of Industry, In ite final stages of
will east tha revenus e

ta Mr. Neus ADOR 81,

1007/68
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roperty deals is appa-
rent In the higher exolse revenue on ce-
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THE PRICE OF DEFENCE

HISTORIC SURVIY ANWD FPACT SHEST

Almost 15 wmonths of cezse fire have - apart from saving many lives on both
pides of the Susz Canal = enabled both forces to become much stronger than
they were at the begimning of August 1970. Furthermore, the sophistication,
and therefore the price, of the additional equipment grow alwmost daily.

SQVIaT SUPPORT TO SGYPT, in arms and men, on operational duties, as well
advisory, has incressed continuously since January 1970.

Soyiot aras and equipzent supplied to Egypt since the 3ix Day Var -
whethsr given as outright grants, as replaceaent for destroyed
material, or soli on long term favorable credit temms -~ total at
least $2 billion, 300 million.

I.

1)

2)

3)

Soviet Personnel = nobody really imows exact numbers, but with
full MIC operational squadrons, SA-2 and Si-3 missile sites, .
radar installations, plus all previously known advisors, there

are at lesst 15,000 Russians in Egypt.

Soviet Missiles and =i
(a) The Russians have become deeply imvolved in Bsyptian air

(b)

defence. They have brought about 40 SA-2 batteries (6 launchers
each); also a numbor of SA-3 batteries (4 launchers each - with
2 missiles to each launcher) into the arca close to the Canal.
The missile sites are interapersed - SA~2 and SA=-3 covering
each other, They have also brought fighter squadrons to air-
fields close to the Can=l.

With the nissiles in their present position the Russians pose
a great threat to Israsli planes flyin~ over the Cansl., After
inflicting serious lcsses upon the Israeli Air Force, they will
move artillery forward and hormer Israsli ground defenses, make
it hard to rebuild, cause many casualties, and finally try to
croes. Even to take only a few kiloneters on the east bank of
the Canal would be worthwhile for them.



(c) Israel has some electronic and other defenses against the Russian
missiles, Several Phantoms were lost last year owing to these
missiles. BEach missile costs approximately § 100,000 and the
Russians have been knowm to fire as many as 60 on one day - or
$ 6 million worth.

II. EXPANSION OF ARAB MITITARY STRENGTH

1)

2)

3)

4)

The Israzeli forces are outmamned and outgunned by the Egyptians in the
ratio of 12:1 and 24:1 respectively.

Syria maintains an ammy of 60,000 men in the area between Xuneitra and
Damascus (approximately 40 miles) with more than 1,000 tanks, which was
larger than the entire Egyptian force in the Sinai desert threatening
Israel in May 1967.

Arab aircraft - fighters only:

At end of Six Day Wer Today
Bagypt 50 600
Syria 45 260
Jordan 0 _40
% 900 ,
Arab Tanks:
At end of Six Day War Today
Bgypt 300 2000
Syria 350 1200
Jordan 100 500
120 2190

III. ANALYSIS OF ISRAELI DEFENCE

1)

The original defence budget for 1967 (year of actual war) was

IL 1.25 billion (approx. $ 300 million). The defence expenditure
for 1970 was IL 5.% billion (approx. $ 1.32 billion) - or slightly
more than 4 times as much as the ycar of the Six Day War.

The 1971 expenditure will be IL 7.04 billion (or $ 1.68 billion) -
or more than 5 times as much as the year of the Six Day War.

The 1972 budget is under discussion now.
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2) History of the defence budcet:
Defence Indirect Total Defence
budget Expendi- Defence Expenditure
tures Expend~ a3 %
Year itures of GHP
million million million %
1L IL IL
1966 11
1967 2,140 b1 1
1963 2,910 19
1969 74570 21
1970 (original) 4,160 23
1970 (final) 5,000 550 5,550 27
1971 (orizinal) 6,400 640 7:040 27
3) The causes of the huze defence expenditures ares

(a) The rapid expansion of enemy forcess

(v)

(c)

Armour
Adr Force

Prior to Six Day ¥arp

100
100

At Present _Expected in 1373

1907 30074
220 395

In addition there has been an enorm us growth of artillery and other
gophisticated equipment.

The risinz cost of military hardware, as illustrated below:

Tanks

Shernmens
Centurion
iodern tank

Aireraft

Curagan
Hirage
Phanton

Codts of activating the aircraft are tremendous.

Approximate
S

70,000
165,000
540,000

0.125 million
1.5 million
5.8 nillion

For instance,

hourly costs of flizht of the above mentioned planes are as

followa:

Ouragan
Mirage
Phanton

IL 1,800 per hour (8500)
I 3,800 per hour ($1100)
IL 7,200 per hour ($2100)



4)

5)

6)

7
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(d) Costs of training pilots to fly the above types of aircraft

are considerable. As the planes become ever more sophisticatzd
theae costs rise steeply, as shown below:

Adreraft Pilot trainins cost
. (million ILS

Ouragan 0.6 (8170,000)
Mirage 0.8 ($230,000)
Phantonm (IL 1.6 million each

for 2 pilots) 3.2 (2900,000)

Current developments and their impact on defence costs.

The Arabs are arming very rapidly and continue voicing their threats aluost
daily. Egypt, Syria and Iibya signed a Federation agrecment and proclaimed
a return to the policy of Khartoum, namely, “Ho peace, no nesotiation and
no recosmition of Israel.,” In the face of this development Israel must be
prepared move than ever for these contingencies.

It is therofore necessary to:

(a) strenthen fortifications on all fronts;

(b) incresse inventories of air bombs, heavy and light ammnition,
spard parts, etc;

§c) in general to build up Isracl's strength, so that the Arabs
will be deterred from brezicing the cease-fire, or if attacked
Israel must be capable of meoting the possibility of all out
war.

The prosent 1971/72 budget calls for the import of approximately § 850 million
worth of ams and supplies., This includes Phantom and Skyhawk planes, tanks,
heavy guns, troop carriers, anti-aircraft, hawk batteries, and other sophisti=-
cated equipaent.

The arms must be paid for. Ths U.S, Consress did act affirmatively upon
President Nixon's request and & S00 million were allocated for the fiscal
Yyear 1971 to previile credits vo finance Israel arms purchasea from the

U.S. Government., The credits were fully utilized leaving an unpaid balance
of about ¥ 175 million. These are credits not srants and amst bs repaid by

ust b

Israel.

In the face of the continuinz Arab military build-up and because of increased
indebtedness Isrzel has no choice but to ask for zdditional support from the
U.5. including grants. For the fiscal year 1972 Israel has requested a loan of
5 700 million and a grant-in-aid of T 200 million since, despite all assistance
in dolluaps from our regular sources, we will gtill have a very substantial,
wmanaceable deficit. Isreel's requests for 1972 are still under review .

In thia connection it must be noted that Israel's foreign currency debt, which
is a heavy mortzage on the next generation, will reach $ 3.4 bdillion by
Dacember 31, 1971 and the debt per capita will be almost $§ 1,400, the higbest
in the wvorld. ;

In 1971, & 300 million of principal as well as § 200 nillion of interesf have
to be paid to service the external debt alone.



The government budget, currently in operation, covers the fiscal year
1971=72 (ending March 31, 1972).

Item Amount in
3 Billion
Defense 8 1,715
Welfare Service 423
Economic Developnment 452
Other Services, reserve 709
Debt Service _636
3,600
TNCCHE
Tax Revenus 2,100

Internal Loans (purchases of Bonds by
individusl Taraeslis 2nd banks) and
miscellaneous 715

Zxternal Loans (overseas banks and
institutions; eales of Israel Bonds
abroad)

fS:
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BATANCE OF TRADE (Goods and Services)

Year
1966
1967

1969
1970
1971
1972

Year
1966
1967
1968
1969
1970
1971
1972

Calendar Year 1/1 - 12/31

Hegative
Imports  ZEzports  ZEalanco
81.3 Bil. &8 .9 BEil. - .4 Bil.
1.4 " 3 " =5 5"
1.8 " 13 % -,7 "
2,2 ™ : DL, B -9 "
2.6 B R -1,2 "
5.0 " 16 * -l.4 "
1 il 1.9 2 1.3 *
De @ Share g
Total Tmports Deofens: Ttems
$1.3 Bil $ .2 Bil.
1.4 " 4 B
1550 " «d 7
22 " o "
2:6 " CB k4
L 1% 3
32" Sl

¢

E

- »

-

BRUNRYE
HOW=IN G ]



VI. FINARCIAL FACTS lan/12

1)
2)
3)
4)
5)

6)

Isrsel Covernm nt budget _ IL 15.1 billion (S 3.6 billion)
Defense costs, direct plus indirect IL 7.04 billion (3 1.68 billion)
Defense, as % of total budget @ 4TR

Total income froa taxess IL 8.8 billion (§ 2.1 billion)

Debt service (principal and interest),
which wes incurred primarily for
defense reasons: 1L 2,9 billion ($ 690 million)

Def-nse costs plus debt service consume more than the entire tax income.
Ko country in the world bears puch a burden.

Defense costs $ 1.7 billion
Dobt servies «69
8 2.39

Tax income 3 2.1 .



SUTIARY

A. [Expenditures. Total defense expenditures coumsnd 47/ of the entire budget,
8l% of tax revenue, and 27° of GNP. Defense expenses - $ 1,715 Billion,
are twice as large as the combined total expensos for Welfare Services
(8 428 Billion) and “conomic Develomment (8 452 Billion).

B. Incoms. The burdensome heavy Israeli taxes (8 2.1 Billion) provide 58.3%
of the income, whereas internal anl extermal loans (3 1.5 Billion) = 41.7°
of the total State revenus.

C. Dollar Reserves. Israel's dollar reserves shrank (1971) to a dangerously
low level of § 350=-400 Million = equivalent to 6 weeks of imports costs.

CONCLUSION

In the fiscal year 1971/72 Israel's defence cosis are five times more than they
wereo durinz the year of the Six Dcy War.

If the de facto cease fire on th: Sucz Canal is maintained, defence expenditures
will increasse only marginally, because of the Arab erms build-up, and the need to
purchase cophiaticated equipment from the United States.

The Israeli citizen, bearing the heaviest taz burden in the ehtire world, will
produce just enough reverue to cover the defence costs, and not enough to cover
debt service. As immigration continues at an annual rate of 40,000 to 50,000,
the full responsibility for ths philanthropic burden as well as the finanging of
the econozic development of Israel must be met by the free world Jewry.

To enatle Isrmel to stand fira against Arab intransigence; to tolater Isracl's
econoric growth; it is vitsl that hizher goals be reached in 1972.



HErRBERT A. FRIEDMAN
1290 AVENTE OF THE AMERICAS
Nuw York,.N.Y. 10019

17 January 1969

There are many matters on my mind and heart, which I want to
share with you - some fears, some hopes, &ll springing from the deep
emotions which £i11 us now as we go through the tumultuous days of
Arab guerrilla actionj French embargoj Russian "peace" offensive,
recognized by many Western diplomets as representing no change from
Russia's completely pro-Arab stance; and American government transi-
tion. Through all of this there is the steady pulse beat of strong
determination in Israel and united support by American Jewry.

A1l the events of the past two weeks underscore the depth of the
critical pressures in Israel. These pressures are sc tremendous that
we simply must make a success of this Emergency Fund. Some commu-
nities have gotten off to an excellent start - with a spirit of ex-
citement, dedication, wide-spread awareness of need, and very good
pace-setting gifts. They are matching or even surpessing 1967 and are
far ahead of 1968. If all communities would equal the pace and achieve-
ment of the best, we would do the job we must. I am pleading for
speed, energy, dynamism - in every case and in every city. We should
be soliciting most earnestly and sincerely with 1967 standards in mind.

There are some people who have accepted the necessity of conduct-
ing a Third Emergency Fund for 1969, because the Jewish leadership of
the country approved it - but in their actual daily performence they
are working without the complete depth of commitment which the current
situation absolutely requires. In those communities the campaign is
starting without the luster or promise it must have. More than any-
thing else the results are attributable to the mood and conviction of
those leading the cempaign. Beyond the indispensable skills and tech-
niques that the Executive brings to the entirs effort, his own manifest
understanding and commitment is of critical importance to inspire the
laymen. The issues at stake are so grave, and this moment in history
demands so much of us, that each man must give the utmost devotion
possible, leave no stone unturned, strive sincerely to reach and sur-
pass the heights of 1967.

Last week there were various stories in the press concerning the
figures of the Israel government budget for fiscal 1969, which the
Minister of Finance, Mr. Zev Sharef, presented to the Knesset. A budg-
et is a very complicated matter, and the newspaper accounts can only
cover bits and pieces of the whole story. I received several letters
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asking for clarification of the relationship of these figures to those
which we had stated earlier. This clarification was offered in the
TWX transmissicn of 7 January, and I want to add the following
information.

There is a remarkable closeness between the estimated figures
projected by the Minister when he met with the CJFWF in mid-September
1968, and the actual figures submitted in January, 1969.

At that time, he estimated the defense budget would be over IL 3
billion. In last week's actual presentation he listed IL 2.5 billion
for the Ministry of Defense, and stated clearly that this does not
inelude a8l1 defense spending, some of which is contained within other
ministries. He did not spell out the hidden details, nor would you
expect him to. It should be clear that the total figure is exactly
as he estimated it would be.

He also made an estimate in September that income from Isrzeli
tax-payers would be around IL 3.6 billion - so that defense spending
would absorb 90% or so of anticipated revenue. And this startling
fact led us to the conclusion thet we would have te mount a huge
Emergency Fund to increase the campaign revenue so that we could take
care of all or almost e2ll of the humenitarian costs because the Israelis
could contribute nothing to these costs.

Now, he has a slightly more optimistic figure for income, namely,
IL 3.76 billion, which is almost 204 higher than last year. Many feel
this is too optimistic - and even if the economy expands, or if more
people join the labor force, so that more tax money comes in, it won't
be 204 more, which would be & huge jump. At any rate, if he is cor-
rect, and we hope he is, and even if IL 3.76 billion doces come in,
defense spending will still teke more then 754 of that. So the only
discrepancy between September and Jenuary Pfigures is between estimates
of IL 3.6 and IL 3.76 in tax income. The basic problem still remains
- for the defense burden is still crushing.

The other possible confusion resulted from the statement that the
defense budget represented 374 of the total national budget of IL 7.8
billion. This figure is true and Mr. Sharef made reference to the
latter figure when he met with us in September. This underscores the
urgency because the rest of the national budget above the income is
met by borrowing. One good friend wrote me: "Since it is unlikely
that a country would run a federal deficit of about half of its
budget, it would appear that the information I have been disseminating
for campaigning is incorrect." Well, my friend simply cannot under-
stand that there is a "deficit" of more than half, but it is so. The
approximately IL 4 billion beyond the tax revemue is obtained through
borrowing from U.S. government (through P.L. 480 for surplus grain);
from Export-Import Bank; from World Bank; from sale of Bonds; and
from internal loans and issues in Israel, including reducing the
reserves to a dangerous level,
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The figures I have givem you come from the official printed budget
and information supplied by the Bank of Isrsel. The basic point for
our consideration is that approximately 75% (and it might still be up
to 90%, if optimistic hopes do not materialize) of the tex revenue is
earmarked for defense - which leaves us to handle alone the philan-
thropic items of immigration, sbsorption, housing, health, education,
welfare,

WEEKLY UJA FLIGHTS

I cannot begin to tell you how valusble these have been for the
hundreds of men who have so far undergone this experience. The five
and one-half days are so crowded with one emotional impact after another
that it is hard to define any one particular crescendo point. The
total effect brings home the nature of the present difficult situation
with utmost clarity. I could offer pages and pages of testimonial
sentences, but they are really not necessary. The best testimonial
lies in the figures, showing pledges made by the members of the group.
Everyone is solicited and before the return flight everyone has com-
mitted. The following are the exact results of the first three flights:

No. of
Flight Gifts 1967 1968 1969
Dec. 1 59 Reg. § 72,267 $ 68,382 $ 99,415
E.F. 57,525 66,615 153,730
Dec. 15 60 Reg. 292,916 329,575 355,395
E.F. 445,800 411,519 470,850
Jan. 5 94 Reg. 179,575 213,115 262,410
(broken E.F. 234,975 207,805 342,815
down)
30
(combined, in
process of 459,300 311,759 465,200
being broken
down)

The fourth group is in Israel now and I am waiting for the final
figures and the breskdown. The first 137 gifts show the following:

4967 1968 4969
$712,863 $826,579 $1,216,900
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It is clear that a powerful new device has been developed. Short
trips, action-packed, ccnducted in December and January, with all par-
ticipants solicited, thus providing maximum cempaign value, can be, for
the medium-level contributor and ardent worker, what the big October
National Mission is for the largest contributors. It is crucial now
that we follow up to meke the most of these new assets by using the
members of the flight groups to the full when they get back to their
communities - in meetings, in speaking, in soliciting.

I am sure we will continue with the program of weekly flights for
next year's campaign.

-CO

I think it is crucial thet we solicit pledges on & two-gift basis.
I am absolutely convinced that larger gifts are obtained, and better
increases, both for the regular and emergency funds, when a double,
differentiated approach is used. ILumping gifts, or combining them,
tends to obscure what is happening. The case is strong enough. We
have every moral right to ask for an increase over 1968 to the regular
fund and can document the need for it, and should do so. And we cer-
tainly can ask for an increase in the emergency fund over 1967 or 1968,
whichever was higher, since the need for this is made clear on the
front pege of the newspaper every day.

Even though it is sometimes cumbersome, I meke all my individual
solicitations on the basis of what I call & six-column breskdown, and

where necessary I write the figures down for my prospect to look at
and ponder. The tabulation is most graphically clear, as follows:

1967 1968 1969
Regular X X+a X+a+h
Emergency Y too often, Y - something Y + something

When I explain to my prospect the reasons why the needs of 1969 are
greater even than 1967, and we are really trying to raise more than
1967 - then I find it mandatory to remind him what he gave in 1967, in
order to ask him to surpass it. Simply relating "this year"™ to "last
year," as we usually do in campaigning, is not adequate to achieve the
results required during this period.

I admit this is a very hard-sell method, but I don't think there
is anything wrong with that approach under these tense and difficult
conditions. As a matter of fact, any less hard-driving approach today
would be selling the people of Isrzel short.

The staff of the National UJA is under instructions to implement
this concept with every means possible. We suggest: to an individusal
solicitor, to work as I have described above; to a card-caller, to
refer to the 1967 as well as the 1968 gift when calling for the 1969
pledge; to a chairman, to guide his lay leaders into this system.
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And in the statistical reporting of & meeting, our men are under
explicit instructions to seek six-column data, for only this way can
we really see where the campaign is going, and whether we are in
trouble with the emergency fund (because the regular will surely
register another good gain in 1969). I know you and your staff are
under pressure, and accounting procedures sometimes seem unimportant
to you - but I am not talking accounting when I mest strongly urge
this - I am really talking campaigning. If you insist upon relating
elways to 1967 and requiring two gifts, you will raise more money.

CASH

It may seem unusual for me to bring up this subject so early in
the year. But everything is unusuz2l now, and we mwust increase sub-
stantially the flow of cash during 1969. It can be done. There are
large amounts outstanding. Our records show the following as being
due the UJA (rounded-off figures):

Regular
1. From 1967 and prior years $10, 000,000
2. From 1968 23,500,000
Emergency
1. From 1967 5,500,000
2. From 1968

29.000.000
$78,000,000

If most of this $78,000,000 could be brought in during 1969, es
well as the payments which will be mede on the on-going campaign, we
might be eble to reach a cesh flow figure which could keep pace with
the iremendous expenditures. We should try for something between
$175-200 million.

I would like to suggest & special cash approach thet will rein-
force everything we are trying to do in the solicitation and which will
help bring much greater desperately needed income:

(1) Send bills now for 1968 and all prior pledges still outstanding.

(2) Send bills for the 1969 pledges immedistely afier each pledge
is made.

This is reminiscent of the 1967 mood, when people understood in-
stinctively that cash was required, not promises, and contributors
borrowed large amounts, as we all recall, so they could pay guickly.
The same concept must be placed before contributors today - the reality
of the emergency is underscored by the demand for cash. I believe
people will respond.



RABBINICAL EFFORT

I know we would egree that when the rabbinical forces in a com-
munity lend their efforts to the Federation it is certainly helpful,
in terms of establishing climate generally, and even in terms of re-
lations with specific individuals who might be beyond the Federation's
normal reach, but susceptible to a particular rabbi. In other words,
the rabbi may be the best solicitor for that prospect.

In order to obtain greater rabbinical participation in this cam-
paign, I am having a series of meetings. Monday, the national leaders
are coming to my office - representing the three national rabbinical
organigzations plus the Synagogue Council, plus executive directors of
Boards of Rabbis, We will discuss a specific esgende - to see if agree-
ment can be reached on the specific ways in which rabbis can help in
their own communities. I will let you know what program is developed.

Beginning next week I am going to meet with the Boards of Rabbis
in those communities large enough to heve an organized board with an
Executive Director. So far I have, or am in the process of meking,
appointments in Philadelphie, Los Angeles, Miemi, Chicago, Boston and
New York.

I want to speek specifically about rabbis working in conjunction
with the Federation; helping with selected prospects; helping with gen-
eral solicitation of their entire congregaticnal membership; helping to
create a climate of urgency through rallies, sermons, special events.

Just as we felt that the professional community of executive
directors and campaign directors should be personslly exposed to the
problems of Israel today, so we feel thet the rabbis should be also.

It would not be possible, nor is it necessary, to invite every rabbi

to make this one-week trip, but it is possible for selected individuals
to do so. The idea which will be proposed to the national leaders
Monday is that in selected communities, having a Jewish population of
more than 10,000, & decision should be reached, with the participation
of the Federation executive, regarding the invitees, seeking to achieve
& tri-dimensional cross-section. These three rabbis, conservative,
orthodox and reform, would then constitute a community delegation,
whose departure for and return from Israel, would be properly publicized
as part of the Federation campaign effort. The financial arrangements
for the trip would be half paid by the UJA and half paid by the rabbi
himself or his congregation.

Obviously, when we get into the discussion of details, there will
be many refinements - but basically the idea is sound if the right men
go (and you play & crucial part in determining that); if they inspire
their colleagues and congregants when they return; and if they add
their concrete effort to speaking and soliciting. The "rabbinical
special™ would have to be middle or end February, at the latest, in
order to be useful for the campaign.
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Friends, fellow professionals, this letter expresses my sense of
deepest concern about the kind of campaign we must conduct this year.
Some cities have truly caught the blaze and the fervor; others not yet.
We simply cannot afford a mundane and pedestrian effort in a single
city. In every city, we need a passion and burning drive beyond any-
thing we have ever had - beyond what some cities have even now in

January.

With what plea can I end? Israel is ringed with fire. Do all
of our communities feel it? There is much agony among the people of
Israel. Do gll of our communities understand it - share it? We are
only at the beginning. We can make this campaign what we will.
Please - a big fire.

Sincerely,
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Dear Herb: ,
Vo (4
I wanted to call to your attention something which people may Ai.[
consider a discrepancy in the information that has been fllor=

GERALD S. SOROKER

furnished to us regarding the 1969 budget of the State of
Israel and, in particular, the defense portion.

A

'
W

According to the January 7th transmission on the UJA Telex
line, you stated that nearly three-quarters of a billion ‘ﬁa
dollars is the new defense budget -- all other material has

been quoted as being at the billion dollar Tevel. I know

that it went on to explain that certain other defense items

are included in other budgets which would make it substantially

higher but there are no specific remarks about those additional

amounts.

The JTA also carried an item in its January 7th issue on page
4 stating that 37% of the national budget is earmarked for
direct military expenditures. Our people are reading this news
and bringing the discrepancies to our attention.

May I suggest that if we don't all talk the same 1ine that where
there is a different figure it should be more fully explained.

Best regards.
Cordially,

§?Hney Deutsch
Assistant Director

SD/hm
CC: Irving Bernstein

Paul Leventhal
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* REMARKS FOR BONDS STAFF MEETING

S. Alexandroni

I was asked to give you a report of Israel economic

development in 1968 and of the forecast for 1969.

I know I am here today with a group of dedicated men-who wo;k
for Israel and have a fairly good idea of its economy and of
its problems.

It ig very difficult, perhaps impossible, to discuss Israeli
economics ﬁithout touching on the political situation, This
is true perhaps also in regard to theuAmerican economy or any

other country, but the more so in our case.

Last week I went to the World Bank in Washington to discuss
2gain our application to be reinstated in the so-called
"active-11ist" of the bank, which means to get credits for
"infra structure" operations in Israel, such as roads, |

agriculture and vocational schools.

The people at the World Bank know that we made good use of
the credits we received in the past from this institute to the
tune of $100 million. The President of the Bank,

Mr. MacNamara, knows that and is also convinced of our needs,
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but he had sent a team of experts to again review our econony,

reserves, etc. When the team was in Israel a few months ago,

the Bank of Israel's reserves in foreign currency amounted to

$786 million. I had to tell the World Bank officials that

. 8ince then our reserves have fallen by almost $150 million,

and a very conservative estimate shows that in 1969 our
reserves will further shrink by an additional amount of

$150 million. And believe me this is a very conservative
estimate in the light of exiﬁting commitments. The minimum
reserves that a country like Israel must keep 1s at léast
equivalent to half a year's imports. Now, our reserves will
be at the end of 1969 approximately $450 million (as compared
to $622 million in March 1967) whilst the imports for 1369

of goods and services is estimated at $2 billion, and "services"

as you all know include imports required for our defense

systems.

Last week we have finally concluded an "import" deal for fifty
"machines". This transaction alone will cost us $300’ '
million. If compared with the U.S. (G.N.P.-wise) this is the
eqﬁivalent of $66 biilion. This single transaction is almost
equal to the entire annual U;S. Def'ense budget. (ﬁ.S. 196é
G.N.P. $861 billion as compared to Israel's G.N.P, of less

than $4 billion. A ratio of 220:1) And on that Phantom



transaction we have received a credit of only $75 million

and the balance we shall have to pay in cash within two years.

The Israeli budget has now been presented to the Knessef.

It is a War Budget with an all-time high of almost I.L. 8
“blllion, which is $2 1/4 billion. The direct defensé
expenditure amounts to 33% of the total bﬁdget. And there

are indirect defense expenses: And only $50 million have
been taken into account for phé Phantoms whilst In reality will

-+ have to pay much more during this period of fime.

The defense expenditure will amount to at.- least 20% of the
G.N,P. This is more than double the U.S. relative expense,

including the Vietnam war.

The recent De Gauile retaliation will'inevitably increase our
expenses and might also require major investments in

indqstriesiwhich would eventually ensure our self-sufficiency
in certain hardware items that are absolutely wvital to our

security.

Now, in spite of the military burden and the war that is
actually being waged every day, our ecoﬁomy has grown and

developed in 1968.

= B aaine

LY
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The prognosis for 1969 is another increase of 11% in-redl

X . 5

The Real Output has gone up to a record increase of 1l4% from

1967 and our G.N.P. has reached an estimated $3.3 billion.

You will recall that in 1965/66 the growth was 1% and in
1966/67 2.2%.

terms.

We all remember that at the end of 1966 unemployment reached

its peak in Israel and was at the beginning of 1967 12.4% of
the labor force (as compared to U.S. about 3.3%).

The average of unemployment for 1968 was 5.6%, and now we
have in Israel a shorfage of skilled labor and we have over

5000 West Bank Arabs employed in the Israel economy.

In 1967 we had practically no net immigration whilst in 1968

we had 31,000 new immigrants and in 1969 the forecast is for

"over 35,000. As you all know immigration at the first stage

is an economic burden, until housed, trained and absorbed.
An amount of I.L. 150 million will have to be spent for ’
schools, c¢linics, synagogues, etc. required for the families

of 35,000 new immigrants, in addition to housing and training.

: S

="
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In 1968 we have increased our Exports. In the entire year of
1966 we have exp@rtéd goods in the amount of $477. 1In

comparison our exports in January - November 1968 reached

$545 million. But in view of the "political" situation our

- imports increased even more rapidly. ~ Our trade deficit in

1966 was $335 million whilst in the eleven months of 1968 the
trade deficit was $412 million. ' :

=

However, the picture of the gnﬁire "Current Account" (which

reflects the defense requirements) is even more serious.

In calendar year 1966 the deficit was $437 million, whilst the
estimate for 1968 'defiecit is $615 million. I have now
received a cable from the Bank of Israel estimating the
defic;t in the Currept Account of the balance of Payments in
1969 at $650 million. This estimate  is shocking because we
have all reason to believe that our exports in 1969 of goods
and services will exceed $1.25 billion which means that the
imports of goods and services in igég_will reach a record of
almost_$2 billion. - TI may also mention that on September 30,
1968 our foreign exchange indebtedness (inciuding bond ) ﬁas

$1670 million (as compared to $1,377 million in March 1967).

Going back to our new Budget of 1969/70 which will be close to
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I.5. 8 pillion. The estimated tax revenues is I.L, 3.76

billion. This will barely cover the defense requirements.

I have not yet received the full details of the proposed

Budget which was submitted to the Knesset only last week, but

I cabled to our Director of the Bureau of the Budget*in"

Jerusalem and requested some information relative to the

development budget which is an integral part of the overall

budget. Knowing that I am reporting to you tdday he sent me
through the diplomatic mail the following details:

Total Development Budget 69/70 will be I.L, 1,165 million

(equivalent to about $333 million). This amount is almost

.the same as the Development Budget of 68/69. The needs have

surely lncreased. - But we realize what the priorities are.

This amount of $333 million includes expenditures for

Agriculture and irrigation Tl ) 88
Mining and minerals ;0 PROM U 5
Electric Power I L. 47
Industry . . E;L. 168
Transportation = ) O
'Telecommunications‘ 1.5 120
Housing . I.L. 328
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Roads ; T lx KBS

Hospltals, sch&ols v LB, S
0il explorations and pipelines ¥lia 1D

- I have asked Mr. Agmon how he figures the financing of this
Development Budget. He replied: From PL. 480 credit (the -

grains and wheat we.buy here on credit; last week we concluded
the agreement with the U.S. Government and I know this will
amount to $34 million); from Exim loans, which will cover to
some extent purchases in the United States of genér&tors for
the Reading Power Station, and Boeings for El Al; from loans
from the World Bank (which has not ye£ approved oﬁr
eligibility) aﬂd which will be a maximum—of $25 million over
2-3 years, most likely for road.construction; from internal

issues and loans in Israel; and from the proceeds of the salc

of Israel Bonds.

We know that the gross sales of bonds in 1968 was about '

§130 million. This is a very sizeable amount, althouéh in
1968 we have paid off to the Bonds holders $88 million on
account of interest and capital. Still it is a tremendous
amount and we know how much work and devotion you have put 1n

to reach this result.
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aware of the problems that we have to overcome in order to

7 m
However, I feel that 1969 will be a crucial year for us, no
less than 1967, and we shall be expected to do more than we

did bvefore.

* I have not gone into other aspects of our economy. You are

maintain price and'wage stability in Israel to enable us to
compete in foreign markets ( and the economic crisis and
restriction in France, Great.Britain and other countries don't
make life easier for us), the taxes in Iarﬁel are to my
knowledge the highest in the world, and now the renewed
voluntary loan which the Israelis wili have to give next year

in the amount of I.L. 300 million.

The inflow of investments into Israel 1is growing, but, again,
due to our political situation we have not yet succeeded in
attracting the big corporations and we estimate direct
investments from the United States in 1968 at only $25 million.
As I sald before we have made tremendous progress in our
economy and I am confident that we are moving ahead in the
right direction, but we still need help to offset, to some

exténn the extraordinary defense burden.



L : 9
Today we know more than before that we have really only one

true ally - the Jewish people.
As I said at the beginning of my remarks, in the Israell

reality one can hardly distinguish between the political and

" economic facts of life.

January 9, 1969



¢“>uqua f
=

)

WILL RPT THE WHOLE P CALL PLS MOM

1 0 €

e i L
i J\ﬁ ,___‘&”) .r’ﬂJ
¥
MOM PL % kﬂ Wy
\!
UJAPPEAL 5 erg® U\m‘) P
YWOQQ NEWYORK ¢ el IRl o
M&J' * I LAG i~
e S
wa -IJAN l7“- 'W

ISRAELS ™ WARTIME” BUDGET OF SEVEN BILLION , EIGHT HUNDRED
FIFTY MILLION POUNDS OR ABOUT TWO AND A  FOURTH BILLION DOLLARS
WAS PRESENTED TO THE KNESSET BY FINANCE MINISTER ZEEV SHAREF LAST
EVENING o THE MINISTRY OF DEFENSE BUDGET HAS RISEN TO TWO

BILLION FOUR HUNDRED NINETY MILLION POUNDS FOR THE 1969-70
FISCAL YEAR, COMPARED WITH ONE BILLION, NINE HUNDRED AND SEVEN
MILLION POUNDS FOR THE CURRENT FISCAL YEAR AND ONE
BILLION , THREE HUNDRED EIGHTY FOUR MILLION FOR THE 1967-68
YEAR, HOWEVER , THE DEFENSE

MINISTRY BUDGEL DOES NOT REPRESENT ALL DEFENSE SPENDING ,

FOR |INSTANCE , RESERVE ARMY SERVICE COSTS ~THE TREASURY

VERY LITTLE BECAUSE - RESERVISTS WAGES ARE PAID BY EMPLOYERS OUT
OF THE EQUALIZATION

FUND . BUT THE REMOVAL OF ' THOUSANDS OF RESERVISTS FROM THEIR
CIVILIAN AND PRODUCTION JOBS EACH YEAR COSTS THE NATIONAL ECONOMY
A GREAT DEAL ,
THE BUDGET OF OTHER MINISTRIES AND DEPARTMENTS ALSO COVER MANY
S|ZABLE DEFENSE EXPENDITURES .

DUE MAINLY TO IMPORTS OF RAW MATERIALS FOR DEFENSE

PRODUCTION AND FOR IMPORTED WAR WEAPONS , IMPORTS HAVE SHOT UP
BY THREE HUNDRED FORTY THREE MILLION DOLLARS
TO A RECORD ONE BILLION

SEVEN HUNDRED THIRTY FIVE MILLION

DOLLARS ,

EXPORTS ALSO HAVE INCREASED BY ONE HUNDRED EIGHTY SIX MILLION DOLLAS
TO A TOTAL OF ONE BILLION
ONE HUNJRED TWENTY MILLION DOLLARS ,
BUT THIS LEAVES A WIDENING TRADE GAP




OF SIX HUNDRED AND FIFTEEN MILLION DOLLARS .

ANOTHER YEAR OR SO OF THIS MOMUNEMNTAL FOREIGN TRADE DEFlClT
WILL ENDANGER THE FOREIGN CURRENCY RESERVES MENTS. GAP
IS_ESTIMATED ONE Huungzﬁ’hnLLtou DOLLARS AFTER/{iEZB*Y

WiTo aCCOUNT ALL CAPITAL “IMPORTS .

SHAREF TOLD THE KNESSET THAT THE ISRAEL GOVERNMENT

WARTIME BUDGET PROVIDES FO{ A POLICY OF DYNAMIC ECOBOMIC GROWTH

BOTH DESPITE AND BECAUSE OF THE DEFENSE BURDEN ,

WHICH WILL REMAIN FOR A LONG TIME BECAUSE PEACE IS NO WHERE

IN SIGHT

THE SIZABLE INCREASE OF IMMIGRATION , ESTIMATED TO REACH BETWEEN
30,000 AND 40,000 THIS YEAR MUST BE ABSORBED BY DYNAMIC

ECONOMIC ACTIVAITY AND HOUSING CONSTRUCTION ,

HIGH SOCIAL AND TECHNOLOGICAL STANDARDS MUST BE MAINTAINED TO

SAFEGUARD THE NATIONS SECURITY AND STRENGHTH IN THE |[ONG RUN ,

AND ALSO TO  ABSORB IMMIGRATION .

TO FINANCE DYNAMIC ECONOMIC ~ GROWTH

THE BUDGET CALLS FOR ONE BEILLION DOLLARS TO BE INVESTED IN
ECONOMIC AND 'INDUSTRIAL DEVELOPMENT IN THE NEXT FISCAL YEAR .
IN THE NEXT FISCAL YEAR , THE BUDGET CALLS OF ISRAEL TAXPAYERS
PAYING FOUR BILLION POUNDS OR THIRTY.PER CENT OF NATIONAL
INCOME , THIS IS TWENTY PER CENT MORE THAN THIS YEAR. INCREASED
ECONOMIC ACTIVITY MEANS ADDED TAX INCOME FROM INDUSTRIAL AND
COMMERC'| AL TAXPAYERS AS WELL AS |INCREASED LABOR FORCE.

- —— —

THE UJA FACT- FINDING FLIGHT OF ONE HUNDRED NINETY
US.JEWISH COMMUNITY LEADERS WAS TOLD AT ITS OPEING
SESSION LAST NIGHT THAT THE NATIVE- BORN SABRA SOLDIERS
FIGHT WITH THE CONVICTION -THAT. THEY BEAR THE BURDEN OF
THOUSANDS OF YEARS OF JEWISH HISTORY IN DEFENDING THE CREATION
OF THE JEWISH STATE IN OUR TIME AND IN THIS PLACE OF BIBLE
HISTORY.
THIS SENSE OF MISSIONJOF CREATING AND DEFENDING THE JEWISH HOMELAND

FOR ALL JEWS ANYWHERE WHO WANT OR NEED A HOME IS THE SOURCE
OF JEWISH FIGHTING POWER .
THE DEFENDERS OF THE JEWISH STATE ARE READY AND WILLING TO CARRY
THIS BURDEN FOR YEARS AND YEARS:
TO AVOID PREVIOUS MISTAKES OF YIELDING HARD- WON TERRITORY
WITHOUT WINNING A REAL PEACE WITH SECURE AND RECOGNIZED BORDERS,
THEY ARE MORE DESIRQOUS OF PEACE THAN ALL THE POWERS  WHO PRESSURE
FOR A MIDEAST SETTLEMENT BUT THEY WILL NGT ACCEPT THE ILLUSION OF

PEACE FOR THE SUBSTANCE OF PEACE,

*ﬂf?“*ﬁew—~¥HE¥——ﬁREUHtUVEFNT_'—_Tﬁ_TﬁE_'UT5TﬁE_WURtD‘$ﬁ¥—&EN3‘“'fﬂE‘
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WAR, THE ARABS STICK TO THEIR FIVE KHARTOUM SUMMIT PRICIPLES t
OF REFUSING PEACE , REFUSING TO NEGOTIATE , PREPARING FOR
VENGEANCE , SUPPORTING TERRORISH,
AND RELAYING ON SOVIET RUSSIA TO PRESSURE ISRAEL FOR WIDRAWAL .

3
THE IREARMING OF EGPT , IRAQ AND SYRIA BY THE RUSSIANS :
INCREASES THE DANGER OF THEIR STARTING ANOTHER WAR WHEN THEY
FEEL THEY HAVE A BIG QUANTITATIVE SUPERIORITY IN PLANES , TANKS ,
ETC, THIS IS THE DANGER , NOBODY EXPECTEDIWAR IN APRIL,
1967, YET A MONTH LATER , THE ARABS UNLEASHED THE FORCES
THAT LED TO WAR FROM THAT EXPERIENCE , ISRAEL CANNOT PREDICT
WHAT THE ARABS WILL DO,
THE ONLY DETERRENT IS ISRAELI STRENGHTH,
'THE SIX DAY WAR. MADE THE
ISRAELIS REALIZE THAT THE JEWS OF THE WOLRD  AREUNITED BEHIND
ISRAEL IN THEIR HEARTS .
ISRAELIS HOPE THEY WILL REMAIN UNITED THROUGH ALL DANGERS AND CRISES.
- PAUL ZUCKERMAN . DETROIT JEWISH WELFARE FUND PRES|DENT :
WHO IS CHAIRMAN OF THE THIRD UJA FACT FINDING GROUP IN ISRAEL ,
URGED MEMBERS OF THE GROUP TO"™ BE THE EYES AND EARS AND
THE HEART OF YOUR COMMUNITIES .
YOU WILL GO BACK AND TELL THEM WHAT ¥OU SAW
AND WHY ISRAELS HUMANITARIAN NEEDS REQUIRE
YOU SPIRITUAL , AND FINANCIAL SUPPORT . IT IS IMPORTANT THAT
YOU ARE IN ISRAEL TODAY BECAUSE THE PEOPLE IN ISRAEL
LOOK UPON YOU WITH GREAT RESPECT
AND AFFECTION .
~WE_ARE LIFTING THETR MORALE-AND THEIR —SPIRITS AT THIS—GRUGIAL.
TTIME ¢

AMMAN SOURCES REPORTED THE JORDANIAN ARMY SPOKESMAN
ANNOUNCED ISRAELI HELICOPTERS MACHINE GUN ATTACK ON
FATAH TERRORISTS AT SAPHI TwWO MILES SOUTH OF THE DEAD SEA,
MAARIV REPORTS HUNDREDS OF ARAB TERRORISTS HAVE INFILTRATED INTO
LEBABONON FROM THEIR SYRIAN TRAINING BASES ? BEARING THEIR
ARMS AND EXPLOSIVES . THEY ARE REPORTED THREATENING TO REISIST
ANY LEBANENESE MILITARY EFFORTS TO SUPPRESS
THEM ., MEETING WITH LEBANESE
REPRESENTTVES , ISRAELI OCCICALS XXX OFFICIALS S WARNED LEBABON
TO CONTROL
THE TERRORISTS ON THE EORDER ,
GAZA . ARAB TERRORIST THREW A GRENADE AT A VEHICLE AND INJURED
TEN GAZA ARABS TODAY .
ARAB TERRORISTS BLEW UP
PORTION OF A WALL AT CHRISTIAN CONVENT NEAR JERICHO LAST NIGHT.
GAMZEY.
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RECORD ISRAELI DEFENSE BUDGET :
WILL ABSORB THREE-QUARTERS OF ALL TAXES

A RECORD DEFENSE BUDGET OF 2.49 =-BILLION POUNDS (NEARLY THREE
QUARTERS OF A BILLION DOLLARS ) FOR 1969, WHICH VILL ABSORB
ABOUT THREE-FOURTHS OF ALL TAXES PAID BY ISRAELI CITIZENS», VAS
ANNOUNCED YESTERDAY BY ISRAEL FINANCE MINISTER ZEEV SHAREF.

THE FINANCE MINISTER STRESSED TO THE KNESSET THAT THE DEFENSE
MINISTRY BUDGET DID NOT REPRESENT ALL OF THE FUNDS THAT THE
EMBATTLED ISRAEL1 GOVERNMENT WOULD BE FORCED TO SPEND ON

DEFENSE. HE NOTED THAT THE BUDGETS OF OTHER MINISTRIES AND
DEPARTMENTS ALSO COVER MANY SIZEABLE DEFENSE EXPENDITURES. SHAREF
ALSO POINTED OUT THAT THE HEAVY COST OF ARMY RESERVE DUTY WAS

NOT VISIBLE SINCE THE BJLK OF IT IS NOT CHARGED TO THE TREASURY»
BUT TO EMPLOYERS WHO PAY THROUCGH THE EQUALIZATION FUND.

EVEN WITH PART OF DEFENSE COSTS BEING BORNE BY OTHER BUDGETS

AND OTHER AREAS OF THE ECONOMY, THE DEFENSE BUDGET ITSELF

SOARED MORE THAN HALF A BILLION POUNDS FROM A 1968 BUDCGET OF 1.907-
BILLION POUNDS (ALMOST $545 MILLION).

GHAREF HOPEFULLY ESTIMATED THAT COVERNMENT REVENUE FREOM '

I ALL TAXES IN 1969 WOULD BE 4-BILLION POUNDS, OF WHICH ABOUT THREE-

QUARTERS WOULD BE REQUIRED FOR THE DEFENSE BUDGET ALONE- THE
ANTICIPATED TAX REVENUE, IF ACHIEVED, WOULD BE A 'SUM OF 20 PER CENT
OVER 1968+ SHAREF SAID THAT INCREASED ECONOMIC ACTIVITY WOULD

YIELD THIS ADDITIONAL TAX INCOME FROM INDUSTRIAL AND COMMERCIAL
TAXPAYERS AS WELL AS FROM AN INCREASED LABOR FORCE-.

SHAREF PRESENTED THE KNESSET WHAT HE CALLED A "WAR BUDGET" OF
7.85-BILLION POUNDS (£2,250,000,000). EVEN WITH SHAREF’S

HOPEFUL ESTIMATE OF TAX INCOME, REVENUES WOULD STILL FALL ALMOST
4-BILLION POUNDS SHORT OF MEETING THE

TOTAL EUDGET.

SPIRALING DEFENSE COSTS FURTHER COMPLICATE THE ISRAELI ECONOMY BY
AGGRAVATING THE PRESENT TRADPE DEFICIT. DUE MAINLY TO THE IMPORTING
OF WEAPONS AND RAW MATERIALS FOR DEFENSE PRODUCTION, IMPORTS HAVE
REACHED A RECORD S1.735~BILLIONs WHILE EXPORTS, ALTHOUCGH ON THE
UPSVING, STILL LAG BEHIND AT A TOTAL OF $1.120-BILLION. THE DEFICIT
IN BALANCE OF PAYMENTS THUS STANDS AT $615,000,000-> WHICH IF
CONTINUED WILL ENDANGER ISRAEL“S FOREIGN CURRENCY RESERVES.
ANOTHER HARDSHIP FOR THE NATIONAL ECONOMY IS THE VAST LOSS OF
WORKING TIME WHEN TENS OF THOUSANDS OF RESERVISTS ARE PULLED

OFF THEIR CIVILIAN JOBS FOR WEEKS AND SOMETIMES MONTHS OF DUTY
EACH YEAR.

SHAREF TOLD THE KNESSET THAT THE ISRAEL GOVERNMENT ‘S WARTIME
BUDGET PROVIDES FOR A POLICY OF DYNAMIC ECONOMIC GROWTH BOTH
DESPITE AND BECAUSE OF THE DEFENSE BURDEN, WHICH WILL REMAIN
FOR SOME TIME BECAUSE PEACE 1S NO WHERE IN SIGHT.

THE SIZABLE INCREASE OF IMMIGRATION, ESTIMATED TO REACH BETWEEN
30,000 AND 40,000 THIS YEAR, MUST BE ABSORRBED BY DYMNAMIC
ECONOMIC ACTIVITY AND HOUSINE CONSTRUCTION, HE SAID. HIGH
SOCIAL AND TECHNOLOGICAL STANDARDS MUST BE MAINTAINED TO SAFEGUARD
THE NATION’S SECURITY AND STRENGTH IN THE LONG RUNs AND ALSO
TO ABSORB IMMIGRATION. TO FINANCE DYNAMIC ECONOMIC GROWTH

THE BUDGET

-

CALB
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i LU T CALLS FOR $1-BILLION TO BE INVESTED IN
ECONOMIC AND INDUSTRIAL DEVELOPMENT IN THE NEXT FISCAL YEARe

ZUCKERMAN ADDRESSES THIRD UJA "OPERATION ISRAEL " GROUP

PAUL ZUCKERMAN, DETROIT JEWISH WELFARE FUND PRESIDENT, WHO IS
CHAIRMAN OF THE THIRD UJA “OPERATION ISRAEL®" FACT-FINDING GROUP
IN ISRAEL, URGED MEMBERS OF THE GROUP LAST NIGHT TO "BE THE

EYES AND EARS AND THE HEART OF YOUR COMMUNITIES. YOU WILL G0 BACK
AND TELL THEM WHAT YOU SAW AND WHY ISAREL“’S HUMANITARIAN NEEDS
REQUIRE YOUR SPIRITUAL, AND FINANCIAL SUPPORTe IT IS IMPORTANT
THAT YOU ARE IN ISRAEL TODAY BECAUSE THE PEOPLE IN ISRAEL LOOK
UPON YOU WITH GREAT RESPECT AND AFFECTIDF-'

LATER» AT AN AUTHORITATIVE BACKGROUND BRIEFING, THE GROUP OF

190 AMERICAN JEWISH COMMUNITY LEADERS WAS TOLD AT ITS OPENING
SESSION THAT THE NATIVE-BORN SABRA SOLDIERS FIGHT WITH THE
CONVICTION THAT THEY BEAR THE BURDEN OF THOUSANDS OF YEARS OF
JEWISH HISTORY IN DEFENDING THE CREATION OF THE JEWISH STATE

IN OUR TIME. THIS SENSE OF MISSION .~ ! OF CREATING AND DEFENDING
THE JEWISH HOMELAND FOR ALL JEWS ANYWHERE WHO WANT OR NEED A HOME
IS THE SOURCE OF JEWISH FIGHTING POWER» THEY WERE TOLD.

THE BRIEFING CONTINUED: THE DEFENDERS OF THE JEVWISH STATE ARE
READY AND WILLING TO CARRY THIS BURDEN FOR YEARS TO AVOID PREVIOUS
MISTAKES OF YIELDING HARD-WON TERRITORY WITHOUT WINNING A REAL
PEACE WITH SECURE AND RECOGNIZED BORDERSe THEY ARE MORE DESIROUS
OF PEACE THAN ALL THE POWERS WHO PRESSURE FOR A MIDEAST
SETTLEMENT, BUT THEY WILL NOT ACCEPT TKE ILLUSION OF PEACE

FOR THE SUBSTANCE OF PEACE. A YEAR AND A HALF AFTER THE SIX DAY
WAR» THE ARABS STICK TO THEIR FIVE KHARTOUM SUMMIT PRINCIPLES

OF REFUSING PEACE, REFUSING TO NEGOTIATE» PREPARING FOR VENGEANCE,
SUPPORTING TERRORISM AND RELYING ON SOVIET RUSSIA TO PRESSURE
ISRAEL FOR WITHDRAWAL.

MORE TERRORISTS REPORTED ENTERING LEBANON

MAARIV REPORTS HUNDREDS OF ARAB TERRORISTS HAVE INFILTRATED INTO
LEBANON FROM THEIR SYRIAN TRAINING BASES BEARING ARMS AND EXPLOSIVES.
THEY ARE REPORTED THREATENING TO RESIST ANY LEBANESE MILITARY
EFFORTS TO -SUPPRESS THEMe. MEETING WITH LEBANESE REPRESENTATIVES.
. ISRAELI OFFICIALS WARNED LEBANON TO CONTROL THE TERRORISTS ALONG

THE BORDER.

END
JANUARY 7,1969



December 2, 1971

Mr. Ehud Mouchly
Israel Education Fund

Herbert A. Friedman

Bernard Striar

I spoke to Sudran who is again concerned about Striar's gift for 1972 being
disturbed if we approach him now concerning his Education Fund gift.

Sudran says that there is scme question in his mind as to whether the pledge
is even a valid one. He recalled the circumstances under which Larry Schacht
attempted to extract the pledge from Striar several years ago. He recalls
that Schacht attempted to persuade Striar to announce a gift for the Campaign
of that year, which would include an amount for the IEF. Striar refused to
do so, and announced only his annual gift.

From that episode Sudran has drawn the deduction that the pledge might not
even be valid in Striar's mind.

I explained %c Sudran that this was exactly what we were attempting to ascer-
tain. If Striar disavows the pledge, we would be forced to wipe it off. If
Striar acknowledges the pledge, we have a right to ask for payment, I told
Sudran that I could not see how our merely asking the question of acknowledg-
ment would jeopardize the current negotiatioms for 1972,

Sudran became quite defensive, talked about our not having our cake and eating
it, not going into competition with ourselves, and questioning the judgment of
himself and his staff as to whether it was the right time to approach the man.

I reminded Sudran that we had not gotten permission in May of 1971 to inquire
about the status of the pledga, and if we could not epproach the man in
December nor in May, when were we to? The Jiscussion was quite heated.

The discussion ended with my agreeing to defer another year, namely until Striar
has made his final 1972 gift, which would probably be by May of 1972, Sudran
promised that he would call at that time and give us permission to ask Striar
the question as to whether the IEF pledge was a valid one or not.

HAF:IB



December 3, 1971

Mr. Ted Shanbaun
Dal-Tex Optical Company
1135 Dragon Street
Dallas, Texas 75207

Dear Ted:

I should like to reduce to writing the discussion we had yesterday
concerning the pledge of $300,000 to the Demmark School. I appre-
ciate your feelings that you had hoped to be able to clean up this
pledge as soon as possible, but we are all aware of the change of

circumstances in your business picture during the past year, so I

urge you not to be disturbed. We are not disturbed.

I appreciate the fact that you said that whenever the opportunity
occurred during the year ahead for you to sell something, you would
do so and redeem the pledge.

We also discussed the matter of the name which is to be imscribed

in an appropriate place. You recall that originally you thought of
using some wording about the Dallas community. I still urge you to
use your personal name. At any rate, you said that you did not want
any nane erected until you finished paying the pledge. This is typical
of you, because you really do not construct mopnuments to yourself.

On your next visit to Israel you should come to see the school and
derive the great pleasure of witnessing hundreds of students working
and playing and learning in this beautiful educational center. I
would love to take you there myself and give you the joy which you
truly deserve.

Sincerely yours,

bHerbert A. Friedman
Executive Vice~Chairman

HAF :MB

bce: Ehud Mouchly
Eliezer Shavit



December 3, 1971

Mr. Max R. Xargman

The First Realty Co, of Boston
151 Tremont St.

Boston, Mass. 02108

Dear Max:

I an only in the States for a few days, but during this time I have
been going over the records of the Istael Education Fund, and also
discussing with Rabbi Samuels and Mr. Eliezer Shavit the state of
affairs of the Leo 3aeck School.

They teold me that they had spoken to you shout paying the second
$50,000 now, instead of leaving it as an obligation against the
future.

Max, I remember how you came with me way back years ago to the late
Mayor Abba Houshi of Haifa, to participate in the first discussion
about the building for this school. It was really only a dream then,
and you had the courage to say to Abba Houshi that if he would assign
the land you would help get people in America to find the money. And
you became the first contributor yourself. In a sense, therefore,
you are a founder of the school.

Therefore, if you can really accomplish the step of making the rest
of the money available now, you will be completing the Mitzva which
you began so well yesrs ago. 1 am delighted that you are consider-
ing the possibility, and I hope that, even though it might be a bit
difficult, you will strain every resource to enable the building to
be completed.

Sincerely yours,

Herbert A. Friedman
Executive Vice-Chairman

HAF 1 MB

beec: Ehud Mouchly
Elieze, Shavit
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