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PROPOSED AMERIOAN-PALESTINE INVESTMENT CORP.

IHE PROBLEM
Despite the strained politicel situation, Palestine today can employ in-

vostnent fundse Venture capital wlll greatly increase the absorptive capacity
of the countrye Under careful management investment funds can yleld a reason=
able returne
le The weight of the American community is not felt in Palestline due in
part to the lack of aggressive leadership in the investment field

( compared to the South African group )s American participation in

the development of the country cannot be effective unless it is backed

by substanial funds at the disposal of such leadershipe

Many important financlal institutions in Palestine, some of which are
sponsored by the Agency in whiech Keren Hayesod honey has been invested,
are contemplating coming to this country to secure American capital
through the sale of shares or bondss Reglstration with the S E C
though difficult; can be effecteds Thus a number of Palestine compane
ies plan to apprcach American Zionists to induce them to purchase for=
eign securities. The result would-be confusion on the American Zionist
scenee In as much as these companies are quasi-officiel, the ZOA would
probably have to take some positione In all events there would be a

moral responsibility.

3s Investment in Palestine by Americans can now be made through two main
channels; 1. The Palestine Economic Corpe, 2. Ampals The PEO 13 a
privaeto undertaking controlled wholly by its shareholders. Ampal is
controlled by Histadrute The prospective American investor mugt choose

between the two, and most frequently chooses nelthers
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Both companies mentioned above whose shares are in dollar denomina-

tions, are faced with the risk of fluctuating sterling exchange rates.

There does not exist in America any Zionist financial instrument which
can approach the normal money market to secure underwritings for the

large sunms which Palestine will undoubtedly require.

THE PROFOSED SOLUTTON

The nejor investment potential among American Jews lies in that group which

is prepared or might be induced to invest in a genoral company, directed by

lecading businossmen who will select and manago its ilnvestments rather than in

individuals secking specific undertaldngs in Palestine or establishing "branch

factorics."

L

Onc company, capitalized at $26,000,000 and recognized as the offiecial

investment channel for American Jewry, would best meet this situatione

The two exlsting companies ( PBC and Ampal ) should consolidate with

or morge into tho new companye

Tho Anerican Keren Hayesod should perticipatc in the capital structure
of tho new company to the oxtont of 20% of the invested capital, with a
naximun subseription of $6,000,000 as contributed surpluse K H is to be
roprosonted on tho Board of the now company in a minority capacity with
cortain veto rights on fundamental policy, The result would be a cone

pany having a quaslepublic status but romaining in tho control of the

inveostorse
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Tho abovo mentionod K H invostmont would provide a cushion to absorb

oxchange fluctuations and possible inltial lossese

Tho new conpany as the rocognized channol for investment would olinmine
ate tho confusion which would rosult due to the offorings of many di-

vorsc socuritios by various Palcstine companiose

Tho now company should oporate through gxistins institutions in Palese
tine and whorover possible avoid setting up now instrumentalitiose The
conpany should participate in any business undortaking that is sound

and of bonefit to Palostine, irrospective of sponsorshipe

lanagonent both in tho UesSe and in Palostine ( assuning a consolidation
or rorger ) should bo stronzthoned by bringing in young, aggrossive

personnol,

Tho oxisting companics plus the subscription of K H would provide an
initlal capital of botweon §10 - 11,000,000, About $16,000,000 in now
nonoy would have to be mobilizode Utilizing tho apparatus of the ZOA
and other Zionist groups, this night bo socured within a period of two
yoarses It would provido a constructivo projoct for Zionist Districts

and would not intorforc with tho appeal for contributod fundse

A company with a peid-up capital of $25,000,000 would bo able to approach
tho gonoral monoy market, and subjoct to the noods of Palostine, tho cap-

1tal night be increasod substantially through undorwritings of preferrod

stock and/or bonds and dobonturese A basis for a cepitalization of as
PBIALBLe -
nuch as $100,000,000 would be avallablos Since e nmarket ould be s

tainod for tho stock of such a corporation it is likely to obtein cone
sidorable public support by way of subscription to its sharese
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