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September 12, 1991

The Hono%ble %cort:gg ?ush
President of the Uni tates
NATIONAL The White House
JEwisH Washington, D.C. 20500
COALITION _
Dear Mr. President:
Honorary Chairman :
Max M. Fisher Throughout your distinguished career, you have spoken out with conviction and

National Chairmen
Richard ). Fox
George Klein

ViceChaimen
Daniel Abraham

compassion on the issue of Soviet Jewry. Your public recognition of America’s moral
responsibility, combined with your vigorous actions, have helped to bring about this
miraculous exodus of Jews from the Soviet Union to the freedom and safety of Israel.

Similarly, your unhesitating actions in support of Ethiopian Jews have made a major |

?’:llinﬂgfnT::Ieln contribution to their escape to Israel. History, which remembers the inaction of world |
Smfox Jeaders who might have prevented the Holocaust, will record that, on your watch, two

Sam Kane | entire Jewish communities fleeing oppression found freedom in their historic homeland.

Jay Kislak

Robert N. Snyder In this dramatic context, there is an urgent and pressing need to help Israel carry out the 1
Secretary/ daunting task of absorbing these new immigrants -- providing them with adequate '
e S Altoean shelter, productive jobs, education for their children, as well as the dignity they deserve. ‘

) As you know, Israel does not ask the United States to fund this enormous effort, but ‘

Treasurer instead seeks U.S. assistance in guaranteeing the loans that will enable her to complete |

Herbert M. Linsenberg
ExecutiveCommittee

the process.

Sary Abmmson These loan guarantees represent the final chapter in America’s efforts to save Soviet and
Ted Arison Ethiopian Jewry, the ultimate act in a long-term United States commitment to see these

Rabbi Milton Balkany

Lity Blankstein

The Hon. Marshall Breger

Elizabeth Dubin

Michael David Epstein

Melvyn Estrin

Arthur H, Friedman, Esq.

Leonard Greenberg

people free and safe. Israel is facing the monumental task of absorbing these new
immigrants. The need for these loan guarantees is great, and immediate.

Mr. President, this is a humanitarian issue of the highest priority -- assisting people who
have left family, careers, and everything they know to find new hope, freedom and
opportunity in Israel. As the leader of the the free world, committed to helping all people

Hart Hast . . e . .

Phailip E. Hixon achieve freedom, this commitment deserves your attention. Indeed, in all our

g‘:"’:“a d%‘r'g; conversations with you and the Secretary of State, you have both made clear your

Robert R. Mazer understanding of the overriding moral responsibility the United States has assumed. We
Dr. Ruth R. Miller are grateful for your commitment to provide these le with the opportunity and
oo grate y LT P peop Ppo

Hemnan Sarkowsky wherewithal to start anew in Israel.

Albert H, Small

Amold Thaler Frankly, we are now worried that other issues are intruding into consideration of how to
Randolph L. White y &

Executive Director
Matthew Brooks

realize this humanitarian goal. In the process, it appears as if the United States is
wavering in its commitment. Out of our own deep concern for the completion of this
historic effort, we urge you to proceed with the provision of the loan guarantees. It is
crucial that this humanitarian effort be undertaken independently of other issues, and
without delay, for the sake of the thousands of Soviet and Ethiopian Jews who need our

help.

Sincerely, .
(2025477701 Max M. Fisher Richard J. Fox George Klein
Fax: 544.2434 Honorary Chairman Co-Chairman Co-Chairman
415 SECOND STREET, N.E.

WASHINGTON, DC 20002
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<ORIG> FBIS
<TOR> 910911032825

<TEXT>FBIS 032
UNCLAS 5L

ISRAEL: SHARON CALLS U.S. BEHAVIOR ’/DANGER SIGNAL’ (TAKE 1 OF 2)
TA1109065291 JERUSALEM QOL YISRA’EL IN HEBREW 0505 GMT 11 SEP 91

[TELEPHONE INTERVIEW WITH CONSTRUCTION AND HOUSING MINISTER
ARI'EL SHARON BY HAYIM ZISSOWITZ AND YARON ENOSH -- LIVE]

[TEXT] [ZISSOWITZ] GOOD MORNING, CONSTRUCTION AND HOUSING
MINISTER SHARON.

[SHARON] GOOD MORNING TO YQU.

[ZISSOWITZ] OUR CORRESPONDENT YARON ENOSH WILL ALSO BE SPEAKING
WITH YOU.

[ENOSH] AS WE .JUST HEARD, WASHINGTON IS UNOFFICIALLY LINKING THE
RECENT INCREASE IN SETTLEMENTS AND THE DEFERRAL OF THE LOAN
GUARANTEES BY AT LEAST SEVERAL MONTHS. HAS THE SETTLEMENT DRIVE IN
'JUDAEA, SAMARIA, AND THE GAZA STRIP REALLY BEEN STEPPED UP, AND IF
SO WHY NOW?

[SHARON] THE CONSTRUCTION DRIVE THROQUGHOUT THE ENTIRE COUNTRY IS
BEING CARRIED OUT AT A RAPID PACE. THIS IS HAPPENING IN THE
GALILEE, THE NEGEV, ARQUND JERUSALEM, AND EVERYWHERE IN THE COUNTRY.
THERE IS NOTHING EXCEPTIONAL ABQUT THE RATE OF CONSTRUCTION IN
JUDAEA, SAMARIA, AND THE GAZA STRIP IN COMPARISON TO OTHER
LOCATIONS. CONSTRUCTION IS BEING CARRIED OUT EVERYWHERE. ONE MUST
UNDERSTAND WHAT IS HAPPENING AND WHAT THE ARABS ARE DOING. THEY
HAVE MADE THEIR PARTICIPATION IN THE PEACE CONFERENCE CONDITIONAL ON
THE DEFERRAL OF THE LOAN GUARANTEES AND THE U.S. ADMINISTRATION HAS
CAPITULATED TO THE ARAB DEMANDS., THE ARABS ARE NOT DOING THIS
BECAUSE OF THE SETTLEMENTS BUT BECAUSE THEY OPPOSE ALIYAH.
THEREFORE, CONSCIQUSLY OR UNCONSCIOUSLY, AN AWFUL PRECEDENT HAS BEEN
CREATED IN WHICH THE U.S. ADMINISTRATION HAS TAKEN THE SIDE OF THOSE
ARABS CALLING FOR RAISING OBSTACLES:'TO ALIYAH WITH THE AIM OF
STOPPING IMMIGRATION. BY THE WAY, THIS IS SOMETHING THAT THE ARABS
HAVE BEEN TRYING TO DO FOR OVER 100 YEARS. THIS IS SOMETHING THAT
CANNOT BE COUNTENANCED, AND EVERY JEW IN ISRAEL AND IN THE DIASPORA
AND ALL FRIENDS OF ISRAEL MUST FIGHT THIS WITHOUT COMPROMISE. THE
ISRAELI GOVERNMENT, OF COURSE, MUST INITIATE THIS BATTLE. I AM
SORRY TO SAY THAT PRESIDENT BUSH MAY HAVE NOT UNDERSTOOD WHAT KIND
OF ARAB TRAP HE WAS FALLING INTO.

[ENOSH] MINISTER SHARON, ISRAEL AGREED IN THE PAST TO LIMIT THE
DIVERSION OF IMMIGRANTS TO THE TERRITORIES. WHY CANNOT SOME SORT OF
COMPROMISE ALSO BE FOUND NOW REGARDING THE BUDGET ALLQCATED TO
DEVELOPMENT IN THE TERRITORIES, SO AS NOT TO AFFECT THE U.S. LOAN
GUARANTEES?

[SHARON] ISRAEL DECLARED THAT IT WAS NOT DIVERTING OR DIRECTING
IMMIGRANTS TO JUDAEA, SAMARIA, AND THE GAZA STRIP. THE NUMBER OF
IMMIGRANTS WHO SETTLED THERE OF THEIR OWN VOLITION DID NOT EXCEED 1
PERCENT OF THE 355,000 IMMIGRANTS WHO HAVE ARRIVED OVER THE LAST TWO
YEARS. ISRAEL DID THIS SO AS NOT TO HARM THE CHANCES OF ALIYAH FROM
THE SOVIET UNION, OUT OF FEAR THAT THERE COULD BE DIFFICULTIES IN
GETTING THE JEWS OUT OF THERE. MOREOVER, I WOULD LIKE TO STRESS
THAT ISRAEL IS NOT USING U.S. AID TO BUILD IN JUDAEAR, SAMARIA, AND
THE GAZA STRIP. THIS IS A HUMANITARIAN ACT OF HELPING JEWS AND IN
MANY CASES OF SAVING THEIR LIVES. THERE CAN BE NO COMPRCMISE ON
THIS ISSUE. THIS IS ALSO THE BEST THING THE UNITED STATES CAN DO.




-

THE U.S. ADMINISTRATION’S BEHAVIOR REGARDING THE LOAN GUARANTEES
BESPEAKS THE NATURE OF THE SCHEDULED PEACE CONFERENCE AND THE
ATMOSPHERE UNDER WHICH IT WILL BE CONVENED. THAT IN ITSELF
CONSTITUTES A DANGER SIGNAL.

(MORE)
11 SEP (07282 DEP
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<TEXT>FBIS 033
UNCLAS 5L

ISRAEL: SHARON CALLS U.S. BEHAVIQOR ’DANGER SIGNAL’ (TAKE 2 OF 2--
0325EP11)

///A DANGER SIGNAL
TA1109071391

[TEXT]) [ZISSOWITZ) IF THE CONGRESS INDEED ACCEDES TO
PRESIDENT BUSH’S REQUEST TO DEFER THE LOAN GUARANTEES BY SEVERAL
MONTHS, WILL YOU RECOMMEND TO THE CABINET THAT ISRAEL NOT
PARTICIPATE IN THE PEACE CONFERENCE?

[SHARON] WE ALL WANT PEACE. NO ONE DESIRES PEACE LESS OR MORE
THAN ANYONE ELSE. I PROPOSED TO THE CABINET SEVERAL TIMES, NOT ON
THIS MATTER BUT ON NO LESS SIGNIFICANT ISSUES, THAT ISRAEL WAIT AND
REEXAMINE ITS POSITION IN LIGHT OF THE CHANGING CONDITIONS -- AND
OBVIOUSLY WHAT IS HAPPENING WITH THE LOAN GUARANTEES ONLY
STRENGTHENS MY OPINION -- AND THEN COME OUT WITH A PROPOSAL THAT CAN
REALLY BRING PEACE. I AM SORRY TO SAY THAT THE INTERNATIONAL
CONFERENCE WE ARE BEING DRAGGED INTQ, WHICH STANDS CONTRARY TO ALL
OUR PAST POSITIONS, CANNOT BRING PEACE. IT WILL ONLY LEAD TO
ADDITIONAL TENSION AND MORE PRESSURE ON ISRAEL. A CONCESSION ISRAEL
MAKES TODAY WILL ONLY LEAD TO ANOTHER. ONE CONCESSION WILL LEAD TO
ANOTHER. ALMOST NOTHING IS LEFT OF THE POINTS WE INSISTED ON AND
UPON WHICH WE REACHED AGREEMENT WITH THE UNITED STATES. NOTHING IS
LEFT OF THEM.

[ENOSH] IF THAT IS THE CASE, THEN YOU AT LEAST FEEL THAT YOUR
POSITION HAS BEEN VALIDATED. WHAT EFFECT, HOWEVER, WILL THE
DEFERRAL CF THE LOAN GUARANTEES HAVE ON THE PROCESS OF IMMIGRANT
ABSORPTION IN ISRAEL? THE LOAN GUARANTEES WERE INCLUDED IN THE
STATE BUDGET. WHAT THEN WILL HAPPEN IN THE COMING MONTHS WHEN, AT
LEAST AS THINGS APPEAR NOW, THE GUARANTEES ARE NOT BE APPROVED?

[SHARON] OBVIOUSLY THIS WOULD BE A VERY SERIOUS MATTER. I THINK
THAT THE SEVERITY OF THIS MATTER IS NOT ONLY IN THE DIFFICULTIES
THAT WILL BE CAUSED ISRAEL, THE SEVERITY IS IN THE CAPITULATION TO
THE ARABS, WHICH WILL UNDOUBTEDLY RESULT IN INCREASED AND MORE
EXTREME ARAB DEMANDS PRIOR TO THE NEGOTIATIONS AND DURING THE TALKS
THEMSELVES. 1IF ONE CAN GET A COUNTRY LIKE THE UNITED STATES AND THE
ADMINISTRATION OF ISRAEL’S GREATEST FRIEND IN THE WORLD TO HARM A
HUMANITARIAN ENTERPRISE AIMED AT SAVING JEWS, THEN ONE CAN
UNDQUBTEDLY MAKE EVEN GREATER INROADS ON OTHER ISSUES. ESPECIALLY
SINCE THIS AN ENTERPRISE THAT SHOULD HAVE BEEN THE DIRECT
CONTINUATION OF THE LONGSTANDING U.S. EFFORTS TO COPEN THE GATES OF
THE SOVIET UNION. OF COURSE, THIS WILL MAKE THINGS HARDER FOR
ISRAEL; IT ALSO SERVES AS A HINT OF WHAT AWAITS US IN THE FUTURE.
THIS ALSQ CAUSES PRACTICAL DIFFICULTIES, BUT I DO NOT THINK THAT WE
WILL NOT BE ABLE TO CONTINUE ABSORBING IMMIGRANTS. I AM NOT
DISMISSING THE SIGNIFICANCE OF THIS MATTER, THE ISSUE OF THE LOAN
GUARANTEES IS OF TREMENDOUS IMPORTANCE; HOWEVER, ISRAEL CAN AND WILL
GO ON. PERHAPS EACH ONE OF US WILL HAVE TO CARRY A SLIGHTLY GREATER
BURDEN. LET U5 BE TRUTHFUL: NOT EVEN ONE OF US HAS FELT THE
ARRIVAL OF 355,000 JEWS IN TWO YEARS. WE ARE STILL LEADING OUR
NORMAL LIVES, AND IF WE WILL HAVE TO DO MORE WE WILL HAVE NO CHOICE
BUT TO DO MORE. WE CAN ALSO APPEAL TO INTERNATIONAL JEWRY TO MAKE A
GREATER EFFORT. ISRAEL IS NOT ALONE.




(ZISSOWITZ] THANK YOU, MINISTER SHARON.
{ENDALL)
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THEMFS FOR SEPT. 12 MEETING WITH LEADERS ON LOANS

Thanks for coming in at such short notice.

As you know from my recent letter, we are on the brink of
what could be a historic breakthrough in the Middle East.
For the first time since Camp David, direct peace talks

‘between Israel and the Arabs is a real possibility.

It is_also my view and that of Jim Baker that we will not be
able to settle the remaining outstanding issues and convene
the conference if the Congress chooses this moment to debate
the question of U.S. loans to finance Israeli immigrant
absorption.

There is no way of having such a debate without all sorts of

controversial issues about the Occupied Territories coming
out of the woodwork--issues so controversial that we will
either lose the Israelis, the Arabs, or both as negotiating
partners.

It was for this reason that I asked Congress to defer
considering the loan guarantees for 120 days, at which point

I believe we will be in a much improved position to address
this.

I was prepared to give you and your colleagues time to think.

this over and to allow Jim Baker one more meeting with Prime
Minister Shamir.

But it has become apparent to us that Israel’s supporters on
the Hill are taking advantage of this time to line up
support for providing the guarantees now and present us in
the Administration with a fait accompli.

I want to be as clear as I can: I am not prepared to sit
back and watch this happen.

I am also concerned that the impression is gaining hold that
we are reneging on a deal to support loan guarantees now.
This is not true; what was agreed was that Israel would hold
off asking for them until now. And don’t forget that we

authorized $650 million in emergency aid for Israel at the
tine.

Similarly, some are spreading the word that I am prepared
now to trade postponlng this in exchange for automatic
support when the issue would come up again in January.
Again, this is not so.

What I am asking is simply to defer this matter without
prejudice, one way or the other. Toward this end, we have
put forward a package of 6 points designed to be as fair as

BUSH LIBRARY PHOTOCOPY - GECRGE BUSH HANDWRITING
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possible. But this is not an opening gambit -in a
negotiation.

As I said, I am sorry to see that our good-faith effort to
give Congress time to consider the wisdom of deferring this
program is being taken advantage of. As a result, I feel I
am left with no choice but to bring this issue before the
American people, which I intend tovdqblater today.

1Py o

I am confident that when I explain just what we are asking
for and why, they will support me and make this support
clear to their representatives in the Congress. I will
emphasize that this is not about support for immigration,

-much less about support for Israel. Rather, it is all about

support for peace, and this is something the American people
will understand.

I believe too they will understand and support the
President’s need for the freedom to conduct sensitive
diplomacy without having the rug pulled out from under him.
This is not a partisan issue, but an issue of principle and
policy--and one for which I am prepared to do all that I can
to prevail. :

BUSH LIBRARY PHOTOCOPY - GEORGE BUSH HANDWRITING



The Administration will guarantee a vehicle for action on
loan guarantees at the end of the 120-day deferral period.

The Administration will commit to seek no further delay at
the end of 120 days no matter where the peace process is at
that time.

The Administration will restate support for the principle
of absorption aid to Israel.

The Administration will commit to handle "scoring" by OMB
in most reasonable possible way consistent with legal
requirements.

The Administration will mount an international effort after
January to solicit support from other countries for
absorption aid.

If there is cost to Israel associated with deferral, the
Administration will agree that such cost be offset in the
ultimate pachkage.
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THEMES FOR SEPT. 12 MEETING WITH LEADERS ON LOANS

THANKS FOR COMING IN AT SUCH SHORT NOTICE.

AS YOU KNOW FROM MY RECENT LETTER, WE ARE ON
THE BRINK OF WHAT COULD BE A HISTORIC
BREAKTHROUGH IN THE MIDDLE EAST. FOR THE
FIRST TIME SINCE CAMP DAVID, DIRECT PEACE
PALKS BETWEEN ISRAEL AND THE ARABS IS A REAL
POSSIBILITY.

17T IS ALSO MY VIEW AND THAT OF JIM BAKER THAT
WE WILL NOT BE ABLE TO SETTLE THE REMAINING
QUTSTANDING ISSUES AND CONVENE THE CONFERENCE
IF THE CONGRESS CHOOSES THIS MOMENT TO DEBATE
THE QUESTION OF U.S. LOANS TO FINANCE ISRAELI

IMMIGRANT ABSORPTION. X
AR
bl

CARD 2 OF 5

THERE IS NO WAY OF HAVING SUCH A DEBATE
WITHOUT ALL SORTS OF CONTROVERSIAL ISSUES
AROUT THE OCCUPIED TERRITORIES COMING OUT OF
THE WOODWORK--ISSUES SO CONTROVERSIAL THAT WE
WILL EITHER LOSE THE ISRAELIS, THE ARABS, OR
BOTH AS NEGOTIATING PARTNERS.

IT WAS FOR THIS REASON THAT I ASKED CONGRESS
TO DEFER CONSIDERING THE LOAN GUARANTEES FOR
120 DAYS, AT WHICH POINT I BELIEVE WE WILL BE
IN A MUCH IMPROVED POSITION TO ADDRESS THIS.

I WAS PREPARED TO GIVE YOU AND YOUR COLLEAGUES
TIME TO THINK THIS QVER AND TO ALLOW JIM BAKER
ONE MORE MEETING WITH PRIME MINISTER SHAMIR.
BUT IT HAS BECOME APPARENT TO US THAT ISRAEL’S
SUPPORTERS ON THE HILL ARE TAKING ADVANTAGE OF
THIS TIME TO LINE UP SUPPORT FOR PROVIDING THE
GUARANTEES NOW AND PRESENT US IN THE
ADMINISTRATION WITH A FAIT ACCOMPLI.

BUSH LIBRARY PHOTOCOPY - GEORGE BUSH HANDWRITING




CARD 3 OF 5

I WANT TO BE AS CLEAR AS I CAN: I AM NOT
PREPARED TO SIT BACK AND WATCH THIS HAPPEN.

I AM ALSO CONCERNED THAT THE IMPRESSION IS
GAINING HOLD THAT WE ARE RENEGING ON A DEAL TO
SUPPORT LOAN GUARANTEES NOW. THIS IS NOT
TRUE; WHAT WAS AGREED WAS THAT ISRAEL WOULD
HOLD OFF ASKING FOR THEM UNTIL NOW. AND DON'T
FORGET THAT WE AUTHORIZED $650 MILLION IN
EMERGENCY AID FOR ISRAEL AT THE TIME.
SIMILARLY, SOME ARE SPREADING THE WORD THAT I
AM PREPARED NOW TO TRADE POSTPONING THIS IN
EXCHANGE FOR AUTOMATIC SUPPORT WHEN THE ISSUE-
WOULD COME UP AGAIN IN JANUARY. AGAIN, THIS
IS NOT SO. .

WHAT I AM ASKING IS SIMPLY TO DEFER THIS
MATTER WITHOUT PREJUDICE, ONE WAY OR THE
OTHER. = TOWARD THIS END, WE HAVE PUT FORWARD A
PACKAGE: OF 6 POINTS DESIGNED TO BE AS FAIR AS

CARD 4 OF 5

POSSIBLE. BUT THIS IS NOT AN OPENING GAMBIT
IN A NEGOTIATION.

AS I SAID, I AM SORRY TO SEE THAT OQUR
GOOD-FAITH EFFORT TO GIVE CONGRESS TIME .TO
CONSIDER THE WISDOM OF DEFERRING THIS PROGRAM
IS BEING TAKEN ADVANTAGE OF. AS A RESULT, I
FEEL I AM LEFT WITH NO CHOICE BUT TO BRING
THIS ISSUE BEFORE THE AMERICAN PEOPLE, WHICH I
INTEND TO DO LATER TODAY.

I AM CONFIDENT THAT WHEN I EXPLAIN JUST WHAT
WE ARE ASKING FOR AND WHY, THEY WILL SUPPORT
ME AND MAKE THIS SUPPORT CLEAR TO THEIR
REPRESENTATIVES IN THE CONGRESS. I WILL
EMPHASIZE THAT THIS IS NOT ABOUT SUPPORT FOR
IMMIGRATION, MUCH LESS ABOUT SUPPORT FOR
ISRAEL. RATHER, IT IS ALL ABOUT SUPPORT FOR
PEACE, AND THIS IS SOMETHING THE AMERICAN
PEOPLE WILL UNDERSTAND. ’

BUSH LIBRARY PHOTOCOPY - GEORGE BUSH HANDWRITING
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I BELIEVE TOO THEY WILL UNDERSTAND AND SUPPORT
THE PRESIDENT’S NEED FOR THE FREEDOM' TO
CONDUCT SENSITIVE DIPLOMACY WITHOUT HAVING THE
RUG PULLED OUT FROM UNDER HIM. THIS IS NOT A.
PARTISAN ISSUE, BUT AN ISSUE OF PRINCIPLE AND
POLICY--AND ONE FOR WHICH I AM PREPARED TO DO
ALL THAT I CAN TO PREVAIL.

BUSH LIBRARY PHOTOCOPY - GEORGE BUSH HANDWRITING
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. Isracl: U.S. Foreign Assistance Facts

SUMMARY

Iarael is not esonomically self-sufficient, and relies upon foreign assistance and
borrowing to maintain its economy. For the past fiva years, the United States has
provided $3 billion in grants annually to Israel. Since 1976, Israel has been the largest
annual recipient of U.S. foreign assistance, and is the largest cumulative recipient. In
addition to U.S. assistance, it is estimated that Israel receives about $1 billion annually
through philanthropy, an equal amount through short- and long-term commerecial loans,
and about $600 million or more in Israel Bonds proceads,

Should the United States set conditions on its aid to Jarael to extract politieal or
economic concessions? Does the special treatment granted to Ysrael sst precedents for
other U.S. recipients? Are the charges that Israel has misused U.S. aid valid, and if s0,
what should the United Statas do about it? Should the United. States incresse aid to
Isragl to help resettle Jews emigrating from the Soviet Union?

The United States provided $1.2 billion in Economic Support Fund grants, $1.8
billion in Foreign Military Sales grants, $45 million in refugea resettlement grants,
$400 million in housing loan guarantees, $700 million in surplus wespons withdrawn
from Europe, $650 million in supplemental emergency ESF, and $7.56 million in
cooperative development grants for Israel for FY1991.

According to Israell press reports, Israel seeks $10 billion in housing loan
guarantaes over § years to settle Soviet Jews in Israel.

€121 1e-€1/68
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ISSUE DEFINITION

For most Members of Congress, the issue is not if Israel should receive U.S, foreign
assigtance, but under what conditions Israel should receive the aid. Should the United
States attach conditions to its foreign aid to get Israel to cooperate with the peace
process or to stop building settlements in the occupied territories? Should the United
States increase aid to Israel for settling Soviet, Ethiopian, and other Jewish refugees?
Should Israel continue to receiva preferential treatment?

BACKGROUND AND ANALYSIS

Country Data

Country data were taken from the -following sources: Agency for International
Development, A LD, Congressional Presentation FY1987; Central Intelligence Ageney,
The World Factbook 1985, U.S. Dept. of Commerce, Foreign Economic Trends, August
1885; and the Central Bureau of Statistics of Jarael.

Population (*90): 4,777 millicn (CBS)

Population growth rate('89): 1.8%; (’S0): 8.0 (FET)

GNP: (°88) $40.7 biilion; ('89) $42.7 billion (FET)

Per capita GNP (’89): $9,460.4 (FET)

Annual per capita GNP growth rateflong term ('65-'86): 2.8%

Annual GNP growth rate/short term: (°88) 0.7%; ('89) 2.8% (FET)

Annual inflation rateflong term (*70-’82): 52.3%

Annual inflation rate/short term: '82-132%, '83-191%, '84-445%,
'85-183%, '86-19.7%, '87-18.1%, *88-16.4%, '89-20.7%

Unemployment rate ('84): 5.9%, ('86): 6.7%, ('86):7.4%, (87): 6.1%,
(’88): 8.4%, (’89): 8.9%, ('90): 9.3% (FET)

Avyg. life expactancy ('89): 76.7 yrs. (A.LD.)

International debt (*89): $23.664 billion) (FET)

Debt service payments as a % of axporta (189): 41.6%

Avg. per capita growth rate of agricultural production (74-'83):
0.0%

Proportion of the labor force in agricuiture (*82): 5.6%, ('87): 5.2% (CBS)

Major cropa: Wheat, citrus fruit

Merchandise exports ('89): $10.835 billion (FET)

Merchandise imports (°89): $12.737 hillion (FET)

Program Background
Sinee 1976, Israel has been the largest annual recipient of U8, aid and is the
largest recipient of cumulative U.S. assistance: From 1949 through 1966, U.S, aid to

Israel averaged sbout $63 million per year, over 985% of which was economic
development assistance and food ald, A modest military loan program began in 1959,

CRS-2
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From 1966 through 1970, average aid per year increased to about $102 million, but
military loans increased to about 47% of the total. From 1971 to the present, U.S. aid
to Israel has averaged over $2 billion par year, two-thirds of which has been military
assistance. Congress first designated a specific amount of aid for Yerae! ("earmark”) in
1971. Algo in 1971, economic assistance changed from specific programs, such as
agricultural development, to the Commodity Import Program (CIP) for purchasa of 1.8,
goods. CIP ended in 1979, replaced by largaly unconditional direet transfers for
budgetary support. The 1974 emergency aid for Israel, following the 1973 war, included
the first military grant aid. Economic aid became all grant eash transfer in 1981, and
military aid became all grant in 1985,

The FY1991 T1.S, aid of $3.0 billion in grants wes made available to Israel in
October 1990; $1.2 billion in Economic Support Funds (ESF) grants ($200 million of
which may be spent for military purposes despite laws to the contrary), and $1.8 billion
in Foreign Military Sales (FMS) grants (of which $160 million may bs spont in the
United States for research and development (R&D) for advanced aircraft and $475
million may be spent in Israel for defense procurement). U.S. aid to Tsrael is made
available in lump sum in October to allow Yerael to invest the funds in interest-
producing U.S. Government securities. Israel also received $700 million in defense
articles to be withdrawn from Europe, an increase of $100 million (up to $200 million)
in the military stockpile in Israel, $650 million in emergeney ESF grants, a $400 million
loan guarantee for housing for Soviet refugees, a grant of $7.5 million for its foreign
assistance program, a $45 million grant for refugee resettlement, and shares a $7
million program with Egypt for cooperative development programs to promote the
Egyptian-Israeli peace treaty.

Beginning in the mid-1970s, Israel could no longer meet its balance of payments
and government deficits with imported capital (gifis from overseas Jews, West German
reparations, U.S. aid) and began to rely more on borrowed capital. Growing debt
servicing costs, mounting government social services expenditures, persenial high
defense spending levels, and & stagnant domestice economy combined with worldwide
inflation and declining foreign markets for Israeli goods pushed the Israeli economy into
& near crisig ituation, The "unity” government, which took office in September 1984,
inatituted a series of "preliminary steps” intended to resolve some of the economic
problems and "emergency” measures in July 1985, to cut government subsidies, freeze
wages and prices, raise taxes, and other measures. Inflation was cut from the high of
445% in 1984 to an annual level of 20% for 1986 and 1987. Unemployment settled
down to 5.6% for the second quarter of 1987, after a high of 7.8% for the same period
in 1985, By 1990, unemployment had ¢limbed aver 9%, and inflation remained in the

per year range. lIsrael still runs govarnment deficlts and balance of trade and
payments deficits, although the gaps have been reduced.
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TABLE 1. U.S. Assistance to Israel,

FY1949 - FY1989
{milllons of dollars) .

Military ‘Economig Food for Paaca
Year Total Loan Grant Loan Grant Losn Grant
1949 100.0 - - - - - -
1950 - - - - - - -
1661 35,1 - - . 0.1 - .
1982 88,4 - - - 63.7 - 22.7
1068 7.6 - - - 73.6 - .
1084 4.7 - - . 84.0 - 20.7
19585 82.7 - - 20.0 21.6 10.8 0.4
1968 60.8 - - 10.0 14.0 26.2 1.6
1957 40.9 - - 10.0 16.8 11.8 29
1958 854 - - 16.0 8.0 3.9 238
1959 533 0.4 - 10.6 a2 28.0 1.7
1980 66.2 0.5 - 16.0 8.6 24.8 = 48
1961 119 - - 18.0 8.5 15.8 9.8
1942 03.4 13.2 - 45.0 04 185 8.8
1963 87.6 18.3 - 46.0 - 12.4 6.0
1664 37.0 - - 20.0 - 12,2 4.8
19685 . 65.1 12.9 - 20.0 - 23.0 4.9
1666 126.8 80,0 . 10.6 - 259 0,9
1967 237 7.0 - 5.6 . » 0.6
1068 106.6 25,0 - - - 51.8 0.5
1969 160,3 85.0 - . - 36.1 0.6
1670 94.8 30.0 - - - 40.7 0.4
1671 834.3 545.0 - - - ES.6 0.3
1972 480.9 800.0 - " 50.0 53.8 0.4
1973 492.8 307.5 - . 50.0 9.4 0.4
1674 2,646.3 9827 1,500.0 - 50.0 . 1.5
1975 803.0 200.0 100.0 - 844.5 8.6 .
1678 2362.7 750.0 750.0 225.0 476.0 144 bl
T 2425 1000 100.0 25.0 50.0 3.4 -
1977 17876 500.0 5040.0 245.0 480.0 7.0 .
1978 13206 500.0 600.0 260.0 5250 8.8 .
197% 4,913.0 2.700.0 1,820.0 260.0 525.0 5.1 -
1980 2,148.0 500.0 §00.0 280.0 525.0 1.0 .
1982 24084 . 9000 500.0 - 764.0 . -
1982 224558 ~ 850.0 5§50.0 - 806.0 - -
1088 2,500.6 950.0 760.0 . 785.0 . .
1984 2628.8 50,0 850.0 - 910.0 . .
1085 3,877 . 1,400.0 . 1,950.0 .
1688 9,858.5 - 17928 - 1,698.4 - -
1087 38,0852 - 1,800,0 - 1,200.0 . .
1088 3,094.0 - 1,800.0 - 1,200.0 . -
1089 } 8,039.9 . 1,600.0 - 1,200.0 - .
1890 8,428.0 - 1,782.8 L1648 - -
TOTAL 49,312.2. 11,2138 18,314.9 ) 518.5 16272.4 588.8 4.1

« = Nong
* = less than $100,000
TQ Transition Quarter, when U.S, fiscal year changed from Juno to September.
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TABLE 1 Continued. U.8, Assistance to Israel,
FY1949 - FY1989 (Continued)

(millions of dollars)

Export- Jawish Amarican

Import  Refugee Houwsing  8chools &

Bank Rocottle Leoan Hoapitals Other
Year Loan Grent Guaranty Grant Loan Other Grant’
™Y —I00.0 = : - . .
1060 - . - . . .
1951 85.0 - - - - .
1652 - - . -
1953 . . . - - .
1954 - . - - -
1955 . . . . -
1056 - . . . . .
1957 - - - - -
1968 24,2 - . - - -
1869 3.0 - - . . . "
1960 0.5 - - - - .
1961 29,8 - - - .
1962 9.5 - - - - -
1943 11.2 - . - . -
1664 - - . . - -
1965 a4 - . . . .
1968 - - . . - .
1967 9.8 - . 1.0 - .
1968 23.7 - . 6.0 . .
1569 88.6 - . - . -
1970 10.0 . . 12.6 - -
19711 3L0 - . 25 - .
1972 211 . 50.0 5.6 - -
1978 211 60.0 - 44 . .
1974 47.3 36.5 26.0 a3 - -
1975 82.4 40.0 25.0 26 . 0 0 Desalt Plant
1976 104.7 i5.0 25.0 8.6 -
TQ 126 . . 1.3 . .
1677 0.9 15.0 25.0 4.8 - .
1678 6.4 20,0 . 6.4 - -
1879 68.7 250 25.0 4.2 . .
1080 805.9 25.0 25.0 4.1 . .
1881 2174 25.0 - 20 . .
1982 85 1235 - 8.0 17.6 = €CC Loan
1983 - 12,8 - a1 - .
1984 . 125 . 41 - .
1085 - 15.0 . 4.7 - 2.0 Coop. Ald
1986 18 12.0 . 8.6 - 6.0 Coop. Aid
1087 . 25.0 - 6.2 - §.0 Coop. Aid
1988 . 250 - 4.9 - 5.0 Coop, Ald
1089 . 28.0 - 8.9 - 8.0 Coop, Aid
1990 - 20.8 400.0 - 3.8 . 7.5 Coop. Aid
Total 1218.5 423.9 800.0 103.9 17.8 49.8
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Key Issues

(1) Should the United States increase Israel’s aid because of Iraq’s threats
against Israel and the Perslan Gulf crisis?

According to press accounts, in the autumn of 1990, Israel raquested an increase
in military assistance from $1.8 billion up to $2.5 billion per year, a doubling of the
$100 million U.S. military stockpile in lsrael to which Israel would have access in
emergencies, early disbursal of the annual military aid so that Israel can invest the
funds in U.S. Government securities and earn interests, weapons (F-16 and F-16
aircraft, Patriot missiles, Apache helicopters, and access to 1.9, intelligonee satallites)
to balance arms being sold to Saudi Arabia, and canesling of lsrael’s $3.82 billion
military debt. Congress provided $700 million worth of weapons scheduled to be
remaved from Europe, a $100 million ineranse in the stockpile, and the early disbursal
(P.L. 101-513, signed on Nov. 5, 1990). According to Israeli news sources, Israol
requested $3 billion for war damages from Iraqi Scud missiles. The United States
provided $650 million in supplemental FY1991 ESF grants. -

(2) Should Israel’s aid be cut to allow the United States to provide assistance
to the newly emerging democracies of Eastern Europe or Central America?

One congressional proposal suggested that Israel and several other countries
should have their U.8, sid reduced by 5% (for Israel, a $150 million cut) with the
proceeds used to finance aid programs in Poland, Panama, Hungary, Nicaragua, or
other countries. Proponents of the proposal point out that a few countries -- Israel,
Egypt, Philippines, Pakistan, Turkey, Greece, and others -- receive the greatest
proportion of U.S. aid, and can afford to take a reduction to allow other nations to
receive aid. Opponents state that Isvael cannot afford to have its aid cut, and that

Israel is a strategic ally of the United States.

(3) Should the United Stat-eg provide supplemental aid to Israel to settle
Soviet Jews?

P.1.. 101-302, the supplemental appropriation for FY 1990, included $400 million
in housing loan guarantees and $5 million in additional refugee settlement funds for
Israel to help Israel settle Soviet Jewish immigrants. According to press reports, Israel
requested an additional $500 million in grant aid for refugee settlement in October
1989, but the proposal was not introduced in legislation. The Israeli newspaper
Hadnshot reported on Oct. 5, 1990, that Israel planned to request an additional $1
billion in loans from the United States for settling Soviet Jews. Israeli radio reported
on Jan. 29, 1991, that Israel requested an additional $10 billion over 5 years for settling
Soviet Jews. The Washington Post of May 6, 1991, reported that Israel formally
requeated $10 billion in housing loan guarantees over 5 years for gettling Soviet Jews
in Israel. Asis true of all U.S. aid to Israel, the housing loan guarantee and the refugee
resettlement grants cannot be used by Israel in the occupied territories because the
United States does not want to foster the appearance of endorsing Israel’s annexation
of the territories without negotiations. Israeli Foreign Minister David Levy stated in
an Oct. 2, 1990, letter to Secretary of State James Baker that Isracl would not use the
housing loan guarantees in the oecupied territories (which means that Israel would not
use the funds in east Jerusalem). Some Israelis claim that Israel should use the U.S..
backed funds in east Jerusalem, which thay eay is part of srael.
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(4) Should the United States use aid to extract political or foreign
policy concessions from Israel?

It has been suggested that tha United States should provide aid to Israel only if
Israsl talea actions or meets conditions in keeping with U.S, policies. For exaraple, the
United States might withhold assistance unless Iarael stopped establishing settlements
in the oceupied territories, or unless Israel raversed ite annezation of the Golan Hoights
and east Jerusalem. U.S. Presidents and Secretaries of State have rejected applying
such conditions to 11.8. aid to Israel, and Israeli laaders reject such conditions as a
violation of their sovereignty. (In 1958, the United States withheld an aid payment to
Israel until Iarael atopped a water diversion project which violated a U.N. demilitarized
zone.)

(5) Should the United States attach economic conditions on aid to
Yarael? '

Opponents of attaching economic conditions suggest that Isrecli offieisls are
capable of making the changes needed to restore the economy, and that any such
outside interference is a violation of Israeli sovercignty. Proponents of conditions
suggest that Israel should demonstrate its capability to implement austerity measures
before aid is given to Israel.

(6) Does special treatment granted to Israel set precedents for othey
countries?

As pointed out in the June 24, 1683, Generat Accounting Office (GAO) report, U.S,
Assistance to the State of Israel (GAO/ID-83-61), favorable treatment given to Isreel may
establish precedents for other U.S. aid recipients and may be detrimental to the United
States. Israel’s supporters justify tha unusual treatment accorded to Tsrael becausa of
the special relationship hatween the United States and Israel and becauss of Israel’s
unique economic and political atatus. The GAO list of precedents includes:

-- Cash flow financing: Israel is allowed to set aside FMS funds for eurrent year
payments only, rather than set aside the full amount needed to meet the full cost of
multi-year purchases. GAO believes that cash flow financing creates a commitmant to
furnish aid in future years at a level sufficiant to meet the future payments. Egypt and
Turkey now use cash flow finanecing,

-- FMS loan repayment waiver: In 1974, President Nixon suggested that loan
repayments be waived for Isracl. From 1974 until 1984, the United States waived
repayment of part of Israel’a annual FMS, and since 1985, has waived repayment of the
total FMS, The waiver avoids establishing a program and personnel to oversee tha
program if the same amount were given asa Military Assistance Program grant. Egypt
and Sudan also have received loan repayment waivers,

-~ ESF cash transfer: The United States gives all ESF funds directly to the
Government of Israel rather than under a specific program. There is no accounting of
how the funds are used. (Israel does send an annual letter describing U.S. exports to
Ierael compared to the ESF amounts.) A numbar of other nations receive part of their
ESF as cash transfers, but not under such flexibla conditions.
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~ FMS offsets: Israel receives offsets on FMS purchases (contractors agree to
offset some of the cost by buying componants or materials from Iarael). Although
offsets are a commen practice in commercial contracts (countries dealing directly with
U.S. firms), GAO said offsets on FMS sales were "unusual” because FMS is intended to
sell U.S, goods and services,

- Early transfers: In 1982, larael asked that the ESF funda be transferred in one
lump sum early in the fiscal year rather than in four quarterly installments, as is the
usual practice with other countries. The United States pays more in interest for the
money it borrows to make lump sum payments. In March 1985, an A.LD. official
estimated that it cost the United Statea between $50 million and $60 million to borrow
funds for the early, lump-sum payment. In addition, the U.S. Government pays Israel
interest on the ESF funds invested in U.S. Treasury notes, according to A.LD, officiala
in March 1988,

-- FMS drawdown: Israel is permitted to draw down the grant (waived) portion
of ita FMS credits befors the loan portion, thus delaying paying interest on the loans.
Usually, loans and grants are drawn down at an equal rate. (As of Dec. 31, 1987, Israel
had about $156 million in "unexpended” funds in its FMS account.)

Another GAO report, Security Assistance: Reporting of Program Contents
Changes, GAO/NSIAD-90-115 of May 1990, pointed out Israel’s unique FMS funding
arrangements, Other countries primarily deal with DOD for purchases from U.S.
companies for 1J.8. military items, but Israel deals directly with U.S. companies for 99%
of its military purchases in the United States. Other countries have a $100,000
minimum purchase amount per contract, but Israel is allowed to purchase military
items for less than $100,000. According to the GAO report, Israel processed over 15,000
orders for less than $50,000 in 1989, with no DOD review of the purchases as would
have been the case with othar countries’ purchases. Other countries hava the U.S.
Government disburse funds to companiea directly, but the Israeli Purchasing Mission
in New York pays the companies and is reimbursed by the U.S. Treasury,

Apart from the precedents cited by GAO, there are other unusual features of the
Israel aid program.

-- ESF, loan payment linkage: The Continuing Appropriation for FY1985 (P.L,
98-453) stated that annual ESF aid to Israel be at least equal to the annual amount
Israel owes the United States in paymenta on past loans,

-- FMS for R&D: Iarael asked for and received permission for & "onae-time-only" use
of $107 million in FY77 FMS funda to be spent in Israel to develop the Merkava tank
(prototype completed 1975, Merkava added to Israeli argenal 1979). Israel asked for a
similar waiver to develop the Lavi ground-attack aircraft. In November 1983, Congress
added an amendment to the FY1984 Continuing Appropriation (P.L. 98-161) that
allowed Israel to spend $300 million of FMS funds in the United States and $250
miltion of FMS in Israel to develop the Lavi. Between 1983 and 1988, Congress
earmarked a total of $1.8 billion (through FY1987) for the Lavi, GAO reported in
January 1987 that the United States provided $1.3 billion of $1.5 billion Lavi
development costs between 1980 and 1986. On Aug. 80 1987, the Israeli cabinet voted
to cancel the Lavi project, but ssked the United States for $450 million to pay for
canceled contracts, The State Department agreed to raise the FMS earmark for
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procurement in ferael from $300 million to $400 million to pay Lavi eancellation costs,
For each fiseal year 1988 and 1989, Israel received $160 million for U.S. and $400
million for Israeli procurement of "advanced aircraft.”

= FMS third-country sales: FMS funds are intended to be used to purchase
U.S.-made weapons and equipmant. Tsraal hag requested, aceording to press reports,
that the United States permit third countries to use U.S.-furnished FMS funds to
purchase weapons and equipment from Israel. Proponents of the proposn! say the
third-country sales would help Israel’s arms industry and benefit US. companies
providing components to Israel. Opponents say the sales would hurt U.S. arms
industries competing with Israeli industries and that the United States would lose

control over the kinds of wespons previded, the use of the waapons (for defensive
purposes only), and the transfer of weapans to other countries.

«» FMS for in-country purchase: According to reports, Israel hes requested that
part of the FMS funds (in addition to the Lavi fiinda) be transferred to Israel for Israeli
defense expetiditures and purchasas from Tsraeli arms industries. The Senate foreign
Relations Committee set aside $250 million of the $1.8 billion FMS grant for defense
procurement in Israel in the FY1986 foraign aid bill. The $300 million set aside in the
FY1986 continuing resolution may be used for tha Lavi or for other activities. Since
the Lavi was canceled on Aug. 30, 1987, the Isreelis have asked that FMS funda for
in-country purchases eontinue. Israel received $400 million of the $1.8 billior; FMS for
use in Israel in FY1988, $400 million in FY1989, and $400 million in FY1580,

-- Multi-year commitment: Press reports say Israel has requested & multi-yoar aid
commitment rather than a single-year progvam. On Feh. 17, 1985 the Israeli
newspaper Haaretz reported that the United States and Tsrael signed an agreement
which guaranteed Israel $1.8 billion in FMS grants for the next three years, FY1986,
FY1987, and FY1988. Aceording to Haaretz, a clausa in the agreement allowed Israel
to increase its requests if the nead arises. Israeli officials confirmed that a
“concurrence” letter in January 1985 set the FMS levels at $1.8 billion for FY 1986,
FY1987, and FY1988, but said that DOD suggestad that Israel agree to the levels.

- Camp David aid parity: Egypt claima that it was promised approximata parity
with Israel in U.S. aid. If such & promise ware made and if the United States keeps the
promise, it is conceivable that Egypt will request an increase in aid compsarable to
Terael’s request and may ask for additional benefits, such as third-country FMS sales,
FMS funds for R&D, FMS in-country purchases, ESF loan payment linkage, or
multi-year commitments.

-- The foreign assistance appropriation bill signed on Nov. 5, 1990, provides for
Tsrael to receive the $1.8 billion in FMS in lump sum during the first month of the
fiscal year, and that the funds be invested with Israel to receive the proceeda.

« The appropriation bill of Nov. 5, 1990, also pravided Israel with grant military
equipment, valued at $700 million, to be withdrawn from Western Europe.

-- The $400 million housing loan guarantee provided in P.L. 101.302 of May 25,
1990, waived the $25 million per country ceiling, waived the administrat{ve fee, and
waived the provision limiting the housing to poor peaple,
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(7) Are the charges that Israel has misused U.S, aid valid?

The United States stipulates that U.8. aid funds cannot be used in the occupied
territories. In January 1986, U.S. officials questioned Jsrael about reports that U.S.
refugea resettlement assistance was being used to settle Ethiopian Jews near Hebron,
on the West Bank. According to the New York Times (Jan. 18, 1985), Israeli officials
responded that the Hebron processing center would not necessarily be the permanent
home for the Ethiopians. A Jerusalem Post report (Mar. 12, 1985) gaid the Ethispians
in Hebron were not recent immigrants. Over the years, a few Members of Congress
have suggested that Israel may be using U.S. assistance to establish Jewish settlements
in the occupied territories, but because the U.S. aid ia given as budgetary support
without any specifie project accounting, there is no way to tell how Israel uses U.S, aid.

Also, the United States stipulates that U.S. military equipment provided through
the FMS program can be used only for internal security or defenaive purposes, and that
U.S. weapons and equipment cannot be transferred to a third country without U.S.
approval. In 1978, 1979, and 1981, the executive branch notified Congress that Istrael
"may have violated" U.S.-Israeli agreements by using U.S. weapons for non-defensiva
purposes, and in 1982, the United States suspended shipments of so-called cluster
bombs after allegations that Tarael violated an agreement on the use of the bombs.
Israel maintains that the weapons were used for defensive purposes. In 1982 testimony
before Congress, executive branch officials said Israel transferred U.S. arms to Iran and
the "South Lebanon Army” without U.S, permission,

Congressional Action
FY1987

The Administration requested $1.2 billion in ESF grants and $1.8 billion in FMS
grants for Isrgel for FY1987, the same amounts authorized under the 2.year
authorization in P.L. 99-83, The House Appropriations Committee reported out
(H.Rept. 99-747) an appropriations bill (H.R. 5339) for FY1987 on Aug. 5, 1986, which
included $1.2 billion in ESF grants and $1.8 billion in FMS grants for FY1987 for
Israel. Of the $1.8 billion in FMS grants, $150 million may by used for Lavi research
and development in the United States and $300 million may be used for Lavi or other
defense procurement, ineluding R&D in Israel. The House Appropriations Committee’s
bill protected the Israeli earmarked funds from any Administration cuts, but stated that
the larmeli funds would be subject to Gramm-Rudman-Hollings cuts if GRH
sequastration became necessary.

The Senate Appropriations Committee reportad an apprapriation bill (S, 2824,
S.Rept. 89-443) on Sept. 18, 1986, which earmarked $1.2 billion in Economie Support
Fund (ESF) grants and $1.8 billion in Foreign Military Sales (FMS) grants for Israel.
Of the $1.8 billion in FMS grants, $300 million was earmarked for procurement in
Israel, and $150 million was earmarked for Lavi procurement in the United States, The
bill also earmarked $5 million for Israel for cooperative development projects and $25
million for the resettlement of Jowish refugees in Israsl,

Neither the House nor the Senate passed foreign assistance appropriations bills,
On Sept. 25, 1986, the House passed (201-200) a continuing resolution, H.J.Res 738;
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the continuing resolution contained the language of H.R. 5339. The Senate passed
H.J.Res. 738 on October 3 (82-13), but with amendments. The two Houses finally
agreed to amendments on October 17 (H.Rept. 99-1005), and the continuing resolution
was slgned into law, P.L. 99-591, on Oct. 18, 1986.

The continuing resolution, P.L. 99-591, provided $1.2 biilion in ESF grants, all as
direct transfer to be paid within 80 deys from Oetober 18, $5 million in U.S.-Israel
cooperative development funds, $25 million for refugee resettlement in Israel, and $1.8
billion in FMS grants, of which $150 million was earmarked for Lavi expenditures in
the United States and $300 million for Lavi or othar expenditures in Israel. As in
previous years, the continuing resolution atlowed Israel to draw its grant FMS before
drawing loans, stated that Israel’s ESF assistance should not be lesa than the amount
Terael owed the United States for past loan repayments, and protected the Israeli ESF
and FMS funds from foreign aseistance euts but not from Gramm-Rudman-Hellings
gsequestration,

FY1988 -

For FY1988, Isreel requested $1.2 billion in Eeonomie Support Fund grants, to be
made available in the first quarter of the fiscal year, and $2.42 billion in Foreign
- Military Sales grants, $300 million of which would be for procurement in Israel.

The Administration requested $1.2 hillion in ESF grants and $1.8 billion in FMS
grants for FY1988.

The Senata Foreign Relations Committee reported an autharization hill (8.1274,
S.Rept. 100-60) on May 22, 1987, that provides $1.2 billion in ESF grant, and $1.8
billion in FMS grant for Israel. Of the $1.8 billion in FMS, $150 million is for Lavi
R&D in the United States and $300 million is for military procurement in Iarael, There
was no further action on 8. 1274. The House Foreign Affairs Committes reported HR.
3100 (H.Rept. 100-294) on Aug. 26, 1987, which would authorize the same amounts for
Israel, H.R. 3100 passed the House (286-122) on Dec. 10, 1987,

The House Appropriations Committee reported H.R. 3188 (H.Rapt. 100-283) on
Aug. 6, 1987, which provides $1.2 billion in ESF grants, $1.8 billion in FMS grants, of
which $150 millien is for Lavi R&D in the United States and $300 million is for
military procurement in Israel, $26 million for refugee resattlemant in Israel, and $6
million for cooperative development.

The continuing resolution, H.J Res, 395 (P.L. 100-202), signed by the President on
Dec. 22, 1987, appropristed $1.2 billion in ESF grants for Israel and $1.8 billion in FMS
grants for FY1988. Of the FMS grants, $150 million may be used on advanced aireraft
research and development in the United States and $400 million may be used for
defense procurement in Israel. Israel also received $5 million for cooperative aid
projects and $25 million for refuges resettiement.

FY1989
In November 1987, Isracl and the United States reached an agreement to keep

FY1989 aid at the FY1988 levels, $1.2 billion in ESF grants and $1.8 billion in FMS
grants,
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The House amended the full text of H.R. 3100 (passed by the House on Dec. 10,
1987) to H.R. 4471, 2bill to amend the Foreign Assistance Act with respect to activities
of the Overseas Private Investment Corporation. Apparently the House was attempting
to force the Senate to consider HL.R. 3100, the 2-year authorization bill, because the
Senate did not complete action on S. 1274, the authorization bill for FY1988 and
FY1989. H.R. 4471 (with H.R. 3100 attached) passed the House (267-112) on May 12,
1988,

The House Appropriations Committee reported H.R. 4637 (H.Rept. 100-641) on
May 19, 1988. H.R. 4837 passed the Houss (328-90) on May 25. HR. 4637
appropriated $1.2 billion in ESF, $1.8 billion in FMS, $27.5 million in refugee
assistance, and $5 million in cooperative development assistance for Iscael for FY1989,

The Senate Appropriations Committee reported H.R. 4637 on June 22, 1987
(S.Rept. 100-395), with amendments. The Senate version provided $1.2 billion in ESF,
$1.8 billion in FMS, and $5 million in cooperative development funds, but raised the
tefugee assistance to $28 million. H.R. 4637 passed the Senate (76-15) on July, 7, 1988.
The House agreed (327-92) to the conference report (H.Rept. 100-9883) en Septomber 28,
and the Senata agreed (voice vote) to the conference on September 30. The President

signed the bill (P.L. 100-461) on Oct. 1, 1988,
FY1980

Authorization. The Administration requested $1.2 billion in ESF grants and $1.8
billion in FMS grantas for Israel for FY1990. The Foreign Relations Authorization Act,
FY1980 and FY1991 (FHL.R. 1487), reported on Apr. 6, 1989 (H.Rept. 101-17), provided
$26 million for each fiscal year for refugees settling in Israel. H.R, 1487 passed the
House on Apr. 12, 1989, by a vote of 338-87, 8. 1160, which included $26 million for
Taraeli refugaes was reported to the Senate on June 12, 1989 (S.Rept. 101-46). On July
21, the Senate passed H.R. 1487, in lieu of S. 1160. The House agreed to the conference
report on Nov. 15, and the Senate agreed to the conference raport on Nov, 16, 1989,

H.R. 2655, the foreign aid bill, included $1.2 billion in ESF and $1.8 billion in FMS
grants for Israel. H.R. 2655 was reported on June 16 (H.Rapt. 101-90) and passed the
House on June 29, 1989, by a vote of 314-101. H.R. 2655 was sent to the Senate, where
it was referred to the Foreign Ralations Committee., S. 1347, a foreign aid
authorization bill, was reported out of committee on July 18, 1989 (S.Rept. 101-80), and
included $1.2 billion in ESF and $1.8 billion in FMS grants for Israel. Neither H.R.
2656 nor 8. 1347 were brought to the Senats floor for a vote.

Appropriation. H.R. 2939, a foreign eid appropriations bill that included $1.2
hillion in ESF grants and $1.8 billion in FMS grants for Israel, was reported to the
House on July 19, 1989 (H.Rept. 101-165), and passed the House on July 21, 1989, by
a vote of 329-69. H.R. 2939 was reported by the Senate Appropriations Committee
(S.Rept. 101-131) on Sept. 14, 1989, and passed the Senate on Sept. 26, 1989, by a vote
of 89-11. The conference report was filed on Nov. 11. The House passed the conference
report on Nov. 14, and the Senate passed the conference report on Nov. 16, The
Presgident vetoed H.R, 2939 on Nov. 19, 1890 (H.Doe. 101-118),

Meanwhile the House Appropriations Committes reported (HRept. 101-249)
H.J.Res. 407, a continuing resolution that included $1.2 billion in ESF grants and $1.8
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billion in FMS grants for Israel, on Sept. 26, 1989, and the House passed the continuing
redalution on the same day by a vote of 274-162. The Senate passed H.J.Ros, 407 on
Sept. 28, 1989, by a vote of 100-0. The President signed the bill into law on Sept. 29,
1988 (P.L. 101-100),

H.R. 3748, an appropriations bill introduced on Nov. 20, 1989, to replaca vetoed
H.R. 2939, passed the House by a vota of 310-107 on Nov. 20, 1989, The Senate passed
H.R. 3743 by voice vote on Nov. 20, 1989. The bill was signed into law on Nov. 21,
1989 (P.L. 101.167). The act provided $1.2 billion in ESF and $1.8 billion in FMS for
Israel,

Sequestration, The Balanced Budget and Emergency Deficit Control Act of 1985
(Gramm-Rudman-Hollings) was implemented on Qet. 16. Under GRH, Israel’s aid was
reduced by 6.8%. Also, Congress agreed to a .43% across-the-board cut in foreign aid
to pay for narcoties control programs, and the Senata agreed to a .133% across-the-
board cut to pay for expanded Peace Corps programs. With the 3 cuts totaling $176.89
. million, Israel received $2,824.11 million on Oct. 31, 1989, $1,128.644 millien in ESF
paid directly to Israel and $1,694.466 million in FMS made available for Israel in its
FMS account.

But with passage of the appropriation bill and the budget reconciliation bill,
Israel’s aid picture changad. The Senate Peace Corps funding was dropped, so Iarael
will have the $3.99 million in aid restored. The narcotics control funding remained, g0
the .43% or $12.9 million eut in Isrnel's aid will remein. The Congress and the
Administration agreed in the reconciliation bill that not all aceounts would be cut, and
agreed to fund ESF and FMS. The $159 million already sequestered was restored to
Israel. After the adjustments, U.S. aid to Israel for FY1990 is as follows:

TABLE 3. Israel's Aid for FY1880: After Sequestration
(millions of dollars)

FY1990 RH Nare. FY 1890
Program Scheduled 1.4% Control Adjusted
cut A3% cut
21295 $1,200.0 No 5.18 %1,194.8
FMS 1,800.0 No 7.74 1,792.8
Refugee 25.0 No 1075 24.9
US-Israal
Coop. 7.5 105 0323 7.4
TOTALS $3,032.5 $.105 $18.0398 $3,019.4

H.R. 4404, a supplemental appropriations bill introduced on Mar. 27, 1990,
included $400 million in housing loan guarantees for Israel for fiscal year 1991, and an
additional $5 million in refugee and migration funds for Israel for fiscal year 1990
(H.Rapt. 101-434). The housing loan guarantees and the refugee resettlement grants
are for resettling Soviet Jews in Israel. H.R. 4404 passed the House on April 8 by a
vote of 362-69. H.R. 4404 was reported (S.Rept. 101-272) to the Senate on Apr. 24,
1990, and passed the Senate by voice vote on May 1, 1990. The House agreed to the
conference report (H.Rept. 101-493, May 22, 1990) on May 24 by & vote of 308-108, and
the Senate agreed to the conference report by voice vote on May 24, 1990, The
President signed the Act on May 25, 1990 (P.L. 101.302).
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FY1991

The Administration requested $1.2 billion in ESF grants and $1.8 billion in FMS
grants for Israel for FY1991.

Authorization. Title I of H.R. 4810, introduced on Apr. 25, 1990, enacts H.R.
2655, the fiscal year 1990 and 1991 authorization bill that passed the House but not
the Senate in 1989. (H.R. 2655 included $1.2 billion in economic grants and $1.8 billion
in FMS grants for Israel) H.R. 4610 was reported by the House Foreign Affairs
Committee on May 2, 1990 (H.Rept. 101-472), and referred to the House Committee on
Agriculture and the House Committee on Merchant Marine and Fisheries. Both
committees discharged H.R. 4610 on May 7, 1990.

Appropriation. The House Appropriation Committee reported (H.Rept. 101-553)
a foreign aid appropriations bill, H.R. 6114, on June 21, 1990. The House passed H.R.
5114 on June 27, 1990, by a vote of 308-117. HLR. 5114 as it passed the House provided
$1.2 billion in grant ESF, $1.8 billion in grant FMS (of which §150 million may be used
in the United States for research and development and $475 million ray be spent in
Israel for procurement), $45 million for refugee resettlement, $7.5 million for Israel’s
foreign aid program, and $7 million to be shared by Israel and Egypt for regional
cooperation,

The Senate Appropriations Committee reported H.R, 5114 on October 10 (S.Rept.
101.519) and the Sanate passed H.R. 5114 on Oct. 24, 1990, by a vate of 76-23, The
Senate added provisions that gave Israel $700 million in military equipment to he
withdrawn from U.S. forces in Europe, added $100 million to the already existing $100
million U.S. military equipment stockpile in Israel (to which Israel has access in
emergencies), earmarked for Ierael $100 million of the $350 million worth of military
equipment in the Special Nefense Acquisition Fund to be paid for over 3 years ss
opposed to the full cash payment required of other countries, and provided for the early
distribution of the $1.8 billion FMS funds to Tsrael to be invested in U.8. Government
securities with the proceeds of the investment to be paid to Jsrael. The Special Defense
Acquisition Fund provision was dropped in conference. The President signed the
appropriations bill sn Nov. 5, 1930 (P.L. 101-513).

Emergency Supplemental. On Mar. 5, 1991, Office of Management and Budget
Director Richard Darman officially requested an emergency supplemental aid
appropriation of $650 million in ESF grants for Israel for expenaes connected with the
Persian Gulf war. According to press raeports, Israel agreéd not to seek moare aid
through its friends in Congress. On March 6, the House passed H.R. 1284 by voice
vote, which authorized $650 million in ESF grants for Israel. The Senate passed HR.
1284 by voice vota on Mar. 13, 1991, and the President signed the bill into law on Mar.
28, 1991 (P.L. 102-21).

The House Appropriations Committee reported H.R. 1281 on Mar. 5, 1991 (H.Rept.
102-9), which included the $650 million emergancy ESF for Israel. The House passed
H.R. 1281 on Mar. 7, 1991, by a vote of 365-43. The Senate Appropriations Committee
reported H.R. 1281 on Mar. 14, 1891 (8.Rept. 102-24). The Senate passed H.R. 1281
on Mar. 20, 1991, by a vote of 92-8. The bill was signed into law (P.L. 102-27) on Apr.
10, 1991.
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Request. According to Israeli radio on Jan. 22, 1991, Israeli Finance Minister
Modai requested from Deputy Secretary of State Eagleburger that the United States
provide $18 billion in supplemental assistance; $3 billion for war expenses and $10
billion over 5 years for settling Soviet Jews in Israel. According to the radio report, the
$3 billion in war expenses included $1 billion in lost tourist revenue, $1 billion in lost
economic activity, $400 million in military expenditures, $30 million in damages from
Tragi missiles, $160 million in insuarnce payments, $100 million in transport services
losses, and $250 million in lost exports. Hadashot, the Israeli newspaper, reported on
Feb. 8, 1991, that the Israsli request for supplemental aid would be $20 billion, $3
billion for Persian Gulf war expenses and $17 billion over 5 years for settling Soviet
Jews. The Washington Post reported on May 6, 1991, that Israel formally requested
$10 billion over 5 years in housing loan guarantees to gettle Soviet Jews in lsrael. The
Tsraeli supplemental request is in addition to the annual eid request of $3 billion.

Authorization. H.R. 2508 (the foreign assistance bill introduced on June 3, 1981,
reported out of committee on June 4, 1991 (H.Rept. 102-96), and passed the House on
June 20, 1991, by a vote of 274-138) provides for Israel: $1.2 billion in ESF grants for
FY1992 and $1.2 billion in ESF grants for FY1993; $1.8 billion in FMF grants for
FY1992 (of which $150 million may be spent in the United States for research and
development and $475 million may be spent In Israel for military procurement) and $2
billion in FMF grants for FY1993; $300 million increase for military stockpiles in Israel
for FY1992 and $300 million increase in military stockpiles in Israel for FY1993; $7.5
million for the Cooperative Development Program for FY1992 and $7.5 million for
Cooperative Development Program for FY1993 (of which $5 million is for the Israeli
foreign aid program and $2.5 million is for cooperative research projects).

Appropriation. The House passed the foreign assistance appropriations bill on
June 24, 1991, by a vote of 301 to 102 (H.R. 2621, introduced on June 12, 1991, and
reported (H.Rept. 102-108) on June 12, 1891). H.R. 2621 includes $1.8 billion in FMF
grants ($150 million of which may be used in the U.S. for research and development
and $476 million of which may be used in Israel for defense procurement), $1.2 billion
in ESF grants, $80 million in grants for settling refugees in Israel, $7.5 million in U.S.-
Tsrael cooperative development funds for Israel’s foreign aid program, and $7 million
for the Egyptian-Israeli regional cooperation program.
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F | TATISTICAL SUMMARY OF IGRAEL'S ECONOMIC

3 PERFORMANCE IN 1989

The highlights of the economy’s perform.
et durtrz 1989 appear below:

Beal grows domestic produet (GDP) grew

F pihe rari2e of 1.1 percent.

private consumption per capita fell 3.5
grcent.

i Pixed Investment daclined 3 perceni. In-
wsiment In machinery and equipment feli
19 percent.

lndustrial output fell 4.8 porgent curing

E the {Irst three quarters,

t  Consumier prices Increased from 2 rale of
K4 percent In calendar 1983 to a rate ¢x-

t geeding 20 percent In 1489,

Uacmployment rose from thz 1983 aver.
e of 6.3 percenrt to an average rate of un-
mployment over the second and third guar-
terd of 1089 exceeding 9 percent.

The balance-of-payments current sccount
mgisterad a surplus of $1 dillion due to fall-
B Imports and strong export performance
deginning with the second quarter. Exports
fore at 10.8 percent while Imports reraalned
sable in dollar terms (declining 7 percent Ja
wionie terms), thus reducing the trade defl-

e & rom $5.3 billion (n 1938 to $3.9 Bliling in

% 990, The Cark side is that the faflure of

H aplial lports 1o rise bodes 10l for future

i3 Sowth and also reduces customs revenue,

[} Domestic defenze spending declined 2.8

[} Poreent. deapite expenditures necessitatad
f§ 1 the intifada Defenca Imports il 30 per.
L el

# Industrial profitadbility declined from sn
f§ #<Tage retum on equity as g perecntege of
; riel output of 3.6 percent during 1982
?l 10 2 percent during 1999,
F . Mr. President, the study
a report card on Israeli eco-
Bomic Policies, from a free market per-
Bective, Ag Senators who read this
- ary, or get the original study,
¥l seeIsrael does not get very high
O:E !Drorn Professor Fabushka:
» D—; taxation, D; price con-
'f;t'- D~ labor, F: and so forth.
.—hcommend this study to the atten-
o of all Senators, as we considor
> ve Ad all other aid to Israel.
m‘ﬂy case, for very good reason, we
The .oavlde Israel nearly $4 billien —not
twry o Dilion usually cited—in aid
4 ﬂ?ear. That Includes direct ald
o 0¢ benefits, Some of those side
are not widely understood by
M b, - ic30 public—perhaps not
ha{ 80me Members of Congress.
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d allow it to maintain a stable ex-*

There being no objection, the mate-
rlal was ordered to be printed In the
Recorp, 23 follows:

Mancn 8, 1958,
(Updated March 8, 1089.)
L —
From: Clyde R, Mark, speciallst In Middle

Esstern Affalrs, Forelgn Affalrs and Na.

tionzal Defenze Division,

Subject: U.S. Laws that Booelil Jsrael.

In your leiter of January 19, 1988, you re.
quiested a Hst of economic and financial hen.
efits Israel mnjoys from the United States,
the lepislation authorizing those benefits,
and the value, | avellable, of the benefits
The following list is divided into three parts:
I Forelim Assistance: Economic Support
Fund, Foreign Military Sales, Other Pro-
grams, Other General Assistance; I1. Eco-
nomie; ard 111, Military/Political

Not every passage in law benefiting Israel
Is Included fn the st Sonie have been re-
pealad and others are no longer relevant.
For example, the statement that the United
States should be responsive to Israel's de-
ferse needs (Sec, 28 of P.L. §5-384 (92 Stat
T36), September 26, 1976), was overtaken by
the supplemental assistance in 1979, or in
another exam:ple, the ban on ald to Egyut
(Zecticn 620(p) of the Forcign Assistancs
Acl) was dropped In 1974 after Egypt CoOp.
erated with the Kissinger "shutlle diploma-
et

1. PORDICH ASSISTANCE
Economic Suppert Fund

Cash Tronyfer.—Economlc Support Funi
(E3F) assistanca {3 glven to Isvazl s & gov-
ernment-to-governnient cash transfer not
Lied to any particular program, with no
ALY accounting as to hiow the money I8
usad, Isras! establisnad a separate bank &o-
count for ESF funds in accordance with
Title IT of P.L. 99-521, and dos23 provide
ALD. with speciflc requssts for expendi-
Lures {rom the account. Tsrael provides an
annual letter to A.LD, with assurances tha
Israel will Import from the Uniled Siates
non-defenze goods valuad st an amount at
beast equal to the ESP assistance for that
year,

Legislation.—Sec. 532(b12) of P.L. §35-384
(22 8tat 734) Septembar 28, 1978; repealed
i cubsequent years

Value.~41.2 billion in FY 1087, $1.2 billfon
in FY 1938, and £1.2 billlon in FY 108):
from 1979 through 1089, Lsrsel received
$12.3 billion in ESF cash transfers.

Early Tranyfer.—1In 1882, Yarae! requested
titat U.8. aid for FY 1384 ba mace avaliable
within the first guarter of the flscal yesar
taince chengsd to the first 20 days of the
fizcz] year) to allow lsrael Lo nieet Lritnedi-
ate budgetary nceds.

Legislation.—Title IT of P.L. 98-473 (08
1A 1880), October 12, 1934, stated that
ESF should be mads available before Janu-
ary 1, 1986; Sec. 20203)2} of P.L. 69-83 (89
Stal 211), August 8, 1985 said the ald
should be transfeorred within the first 39
days of the flscal year: repeated In subse-
quant years.

Value.—According to A.LD. testimony sub-
mitied to the Housz Aporopriations Com-
mittee In 1983, tsrael invests the lump-sura
payment {in U8, Treasury bonds to earn in-
terest on the funds until they are used. (See
testimeny before the Foreign Operatlons
Subcommittee ¢cn March {7, 1988, in U.S.
Congress. Housc of Representatives, Comn-
mittee on Appropriations, Forelgn Qper-
ations, Export Flnancing, snd Related Pro-
grans Appropriations for 1989, Hearings,
Part 3, 100th Congress, 2nd session, Wash-
Ington, U.8. Gov't, Print. Off,, 1588, p- 404~
403.) In addition, If one assumes that the
United States borrows funds for the lump-

&c:c1
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sum transfer, the early payment eosts the
Unlted States between $40 and $60 million
Per year in interest. According to testimony
submitted to the House Forelgn Affalrs
Committee in 1985, the cost for FY 1586 and
FY 1987 was expected to be $68 million per
year. (Sce U.S. Congress. Houge of Repre-
sentatives. Committee on Forelgn Affairs.
Forelgn Assistance Legzislation for Placal
Years 1086 and 1987. Hearings and Markup,
Pairt 3. 89th Congress, 12t sesslon, Washing.
u;g.)ua Gov't. Print. Off., 1383, p. 43%7-
433,

ESF Linked to Dedt Repayment.—Israels
ESF assistance from the United States
should equal or exceed the amount Jaras:
Owas Lo the United States In repayment for
past debts,

Leglslation.—Sec. 534 of PL 98-473 (52
Stat 1902), October 12, 1084, repested In
subsequent years,

Value.—larael recefved $1.2 billion in ESP
for each FY 1688 and 1989, and owed the
United States $1.18 billion for FY 1988, and
$1.28 billion far PY 1989, according to the
Istacll government request for sssistance
submitted Lo the United States In January
1838. The annual amount Isracl owes 1o the
United States will decrease foilowing a refl-
nz‘nchm of the debt, See Dedt Refinancing
below,

Foreign Military Sqles

Loan Repayment Waiver.~Repayment for
all or part of the Forelgn Military Sales
(FME) loans to Israel ls walved, meaning
the loans are granta,

Legislation.—8ec. 4 of P.L. £3-193, Decem-
ber 20, 1973; repeated in subsequent years.

Value.~Israel received $1.8 blilion in mili-
tary grants in FY 1987, $1.8 billlon in mili-
tary grants in FY 1638, and $1.8 biilion in
mililary grants for FY 1969: from 1974
through 1985, Israel received $16.4 bilion In
military loans (hat do net have to be repaid.

FMS Drawdoun—Under an Office of
Management and Budget polley, FMS loans
end grants (foreign loans) avallable to a
couniry.are drawn down In equal amounts,
Israel has been granted a waiver to the proc-
tice, ailowing It to draw down the granta
bafore the laang,

Legislation.—Sce. 531 of PL. 88473 (98
Stat 1001), October 12, 1584: repeated In
subsequent years,

Value.—Unknown; saved Israe] prineipal
and Interest payments by d:laying loans
untl] grants were depleted, or until interest
reies declined.

FMS for Research and Developmend in the
Urited Siates~Under existing practice,
MS funds are used for purchase of goods
ard services In the United States, and are
not used to finance research and develop-
ment (R&D). lwrael {3 aliowed to finance
R&D in the United States with FMS funds.
The walver griginated with Israel's davelop-
ment of the Lavi aireraft. The Lavi was can-
celed In September 1987, but the waliver was
continued tn FY 1989,

Legislation.—S8ee. 101(bX3) of P.L. 98-151
(87 Stat, 969), November 14, 1883; repeated
In subsequent years,

Value —~Congress earmarked $130 million
for FY 1287 and $150 million for FY 1088
from FY 1984 through PY 1988, Congress
earmarked a total of $800 milllon in FMS
funds for Lavi R&D in the United Btates,
The Porelgn Assistance Appropriations for
FY 1082, P.L. 100-461, signed October 1,
1388, earmarked $130 mililon of the FMS
m‘n:a for R&D for advanced fighter alr-
cra

FMS for R&D and Procurement in
Israel,~Section 42 of the Arms Export Con-
trol Act states that FMS funds shonld be
used for procurement in the United Btates.
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In 1683, larael requested that FMS funds be
Lransferred to Incael for procurement for
the Lavi and other m(litary purchases, The
Lavi wea eanceled in September 1987,

Legislation.—8ec, 101(b)(3) of P.L. 58-151
(97 Stal. 968), November 14, 1983: repented
in subsequent years.

Value—Congress earmarked 2300 milllon
for FY 1887, and $400- million for FY 1988;
from FY 1984 through FY 1948, Congresy
earmarked $1.8 bllllon In FMS funds for
Lavl and other procurement In lsrael. Fol-
lowing cancellation of the Lavl in Beptem-
ber 1887, Congress eontinued to earmark
funds for procurement in Israel. B.I. 100~
481 of October 1, 1968, gt astde 3400 nifllton
?st F!;‘IS grants fer defense procurement in

rael,

Cash Flow Finnneing.—Beginning n 1674,
the T.8, sllowed a few countrica making
multiyear purcheses of defense articles and
services from the Unlted States with FMS
to commit only that portion of thelr FMS
Ioans that was required to pay the amount
dee In the eurrent vear rather than set
aside the full amount of the purchase,
Iarnel applies cash flow finaneing o Itg FM3
purchases in the U.5.

Leglslation.—None,

Value~Israel can buy other equipment
with the FMS funds that would have been
committed to pay for multiyear purchases.
Cash flow {inancing implies that the U.S.
will gusrantee futura FMS levels Lo pay for
the deferred pzyments.

F3S Extended Amoritzetion.—In practice,
most countriea have 12 years in which to
repay FMS loans. Istae] and a few other
countries were granted a 10-yeer grace
perfod, during whileh only a raduced interest
paymenl was made, followed by o 20-year
repayment perfod,

Legistation.—None,

Value.—Delayed repayment allowed lsrael
to utilize Its tunds for other purposes during
the grace perled, and then repay loans Iny
deflated dollars.

FMS Credits for Sophisticated Weapons.—
Israel Is excluded from a ban on underdevels
oped countrles vsing FMS credits to pur-
chase sophisticated weapons systems, such
as missile systema and Jet nlrcraft.

Legislation.—Sec. 4 of P.L. 80-620 (82 Stat
132328), October 22, 1958, (See 22 U.2.C, 27340

QMRer Programs

Refugee Reseltlement.—Congress  ear-
marked funds from the Migration and Refu-
gee Asslstance aecount for regettling Soviet
and East European Jewish refugees, Later,
the refugee deflnition was expanded to in-
clude Ethiopfan and other Jews, and the uso
of the funds Hmited to Isrnel becanse many
of the Jewlsh refugecs preferred to migrate
to pther eountries.

Legistation—See, 101th; of PL. §2-352 (98
Gtat 488), July 13, 1692, repeated in subag.
quent years,

Valua.—Israal pecelved 475 milljon reset.
Lling Jewlsh refugees In FY 1987, 325 mil.
Hon in FY 1088, and 328 Inillion In FY 19595;
from FY 1913 through FY 1589, Israel re.
celved $384.5 milllon for Jewish refugee te-
settlement.

American Schools and Hospiialy Abroad,~—
In 1869, Congress named @ Iormell fnatitu-
tlons Lthat were to receive ASHS4 funds, Pre.
viously, selection of reclplents was el to
the Department of State, The practice af
naming the lstitutions was dropped aftey a
few years, but Isrmelf Instituttons continue
to recelve ASHA funding,

Legistation,—p L. 81-175 {83 St 805), De.
cember 20, 1968, earmarkeod funds ror 1a.
§3§“ Institutiona Hsted in Sepnte Report 91-
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Value.—Israell Institutlons have received
over 380 mlilllen In grants through the
ASHA progTam frorm 1967 to 1984.

Energy and Sclected Develppment,—Sec.
Lion 106 of the Forelgn Assistance Act of
1081, p3 amended, provides funds for energy
resaurce and othier sclected development.
Bectlon 106(1) provides funds for coop-
erative prolosts among Israel, the United
States. and develobing countries; In effect,
supporting Israch'a foretan ald program.

Leglslatlon.—Sec. 101 of P.L. 58-4723 (08
Stal 1888), October 12, 1084, repeated in
subsequent years, (See 22 U.8.0, 3151d.)

Value.~Israel recelved $6 milllon in ¥Y
1987, $5 millon In ¥Y 1988, and 4% miltion
In FY 1989: Israel has recelved $22 million
In grants from FY 1885 through FY 1889,
for selected development projects in third
countries,

Desalling Plant.—Thoe United States and
Israel shared the cost of a prototypo sea-
water desalting plant to produce fresy water
and plectrical power, (Section 219 of the
Forelgn Assistance Act of 1861, as amend-
ed).

Legialation.—3¢¢, 104 of P.L. 81-175 (93
Stat 806), Decemnber 30, 1869. (See 23 U.S.C,
2179,)

Value.~Israel
grants,

Air Bese Construclion.—To faclftate Isra.
el's withdrawal from the Sinal Peninsula
followIng the Camp David agreements, the
Unlted States ngreed to assist in construct-
ing two alr hases in Israel to repiace two alr
beses left behind In Sinal.

Legislation.—Sce. 3 of P.L, 86.33 (53 Stat
89), July 30, 1876, (See 22 U.S.C. 3349,
23492, 2348b, 2401

Value,—8800 nifltion In grants.

Housing Guaraniees.—Section 321 of the
Forelgn Assistance Act of 1961, a3 amended),
provides U.8. funds for loan guarantees for
Investors eonstructing new housing in tors
elgn countries,

Legislatlon.—8&ce, 103 of P.i. 91-175 (83
Stat £03), December 30, 1069, (See 22 U.8.0.
2183, which earouarks £25 mitlion for Ismael
for FY 1682,

Value.Isracl received 2200 milion th
housing gusrantces bet'een 1972 end 1080,

Reglonal Cooperction.—Section 202(0) of
the Internalional Securlty and Develop-
ment Cooperation Act of 1588 (P.L. 99-83),
states that 1t s the polley of the United
Btates to sunpoert Middle East peace by fi-
rancing selentific and techuleal cooperative
cevelopment profeets among Isragl, Ezypt,
and other nations,

Legislation.~S8ee, 8 of PL. 96.35 (03 Stat
82), July 20, 1879, stated that it was the
sense of Congress to create the Program,
and Ssc. 8(e) of P.L. 66-52 (83 Stat 701), Oc-
tober 29, 1619, created the reglonat COOPCTR,
tion section; tunding repeated In gubzequent
yeara. (Bee 23 U.S.C. 3408.)

Velie--From 1979 through 1889, sbout
442 miflllon has been okiigated or requested
to fund the reglonal cooperation. Israels
share of the £42 million Is not known, .

Regional Cooperation Scholarships.—Parl
of the funds esrmarked for Reglonal Coop-
eratlon (See above) were set aside to finance
scholarships for Areb students studying in
Jsrael ond Israel! students studying In Arab
countries (also called Arab-lsracll Pesce
Scholarahips). The earmark was established
fn 1687 and repealed in 1088,

Legislation.—Sec. 564 of P.L. 100-202, De-
cember 22, 1837; Sectlon 584 was repealed
?s'a-gecllon §58 of P.L, 100-481 of October 1,

Value.—$500,000 for Israell students
studying In Arab countries and $500.000 [or
Arab students studying fn israel.

Binattonal Foundatione.~The purpose of
the four U.8.Israe) binatfonal fornda-

recgived $30 mllllon -in

iy

May 1, 1.930’.;_ :
tions—agricullare, Industrial develg >
sclence, and education—{s to foster c&rg:m-

tlon between Israells and Amerleans, 15,.;:‘ -
and the United States contribule eqec]’ i/

amounts to fund the progratis,
Leglslation.—None. 5
Value—~U.S. contributlons to the foundy =
tons: $1.8 miltiog to the U.S.-Israel Edy i
tion Poundation th 1056, and an Rdditlapg
36 mifllon In 1885; $30 militon to the 8.
Istsel Binatlonal Science Youndation |y
1872, and an additlonal $20 milan tn 1985
$20 milllon 1o the U.8.-Tsracl Binationa} Iy,
dustrial Research and Developinent Foun.
datlen In 1077, and an additlonal $28 miltion
in 1084; and %40 milion to the U5 Istng)
Binotlonal Agricultural Research ang De.
velopment Fund In 19717, and an additiong)
$15 milifon in 1588,

Olher Gencral Asstztanes

Opcn-Ended Authorizalion.—The Prey.
dent was suthorized to transfer to Isre| alp.
craft and equipment to mantain and Pro-
test the alrcratt a3 may be necessury,

Leglslation—Rec, 501 of P.L. 8i-441 ¢gq
Stat 909), Qetober 7, 1670; extended by g,
807 of P.L, 85-75 (91 Btat 323, July 30, 181
expired 1676,

Supplementcl Asislance.~Isracl receiveq
suppimental assivzanee after the 1557 war,
alter slgning the 1878 beace treaty with
Egypt, and for economic reforms in 1935,

Leglsiation,~F.L. 03-199 (8T Stat §36), De.
cember 26, 1973; P.L. §6-35 (93 Stat 90), July
20, 1578, Gec, 208 of P.L. 20-23 (5 Stat 313,
August 8, 1985. .

Value.—42.2 billion In 1873, $3 bilion L3
1019, 1nd $1.9 billlon In 1985,

Multivear Assistgnce, Commilment—Ag.. .
cording to press reperts, Israel hes sought
commitments from the Unjted States for 3
[uture aid levels. Oificials at the Istasll sme .
bassy conflrm that such requests have been
wiade and state thet Tsrael has received US,
gssurances of minlmum aid levels for future
years. U.8. Office of Manngemenl and
Budget officlals state that no mulll-year ad . [
cominitments ate mada, but that ald leyels | B
may be “stralghtlined™ (projccted at the | K
same rate g3 the eurrent year) for planiing " X
purposes and that some pechle may miscans
strue the stralghtlining ss a commitment. .

Leglslation,—None,

Asslslanee Conditions —There are fed-
conditions placed on U.8, rid to Israel, but ¥
other nailons do have conditions attached ! [
to thelr U.S. eld. For example, afd to Egym
1s conditioned on continued Egyptian sdnete
ence o the Camp David Agreements and 09
Implenienting ezonomic reforms, .

Leglslation, ~8ec. 1208 of P.L. 89-83 (0.
8tat 150, Augus) B, 1685, Includes the peac. - g
effort condition, and Scc, 202bx3) of Ply!
9i9~83 Ineludes the economle reforms prork.s
sion,

15, ECONOMIC . 3’3
Dbt Reform.—The Unlted States -3‘?
guarantee Jeans from private instjlutions oy
be vsed Lo refinaace U.8, Government MIFSE
Lary loars made at 10 pereent or more '“"f‘- 3
ect. Iarae] owes the United States about H& 58
billton. of which about, 48 billion were wfé
tary joans. Of the $8 billion in mil

Joars, about $8 biillon were made at rated &g
10 perceat or mere. According to prest 8335
counts, larael refiranced about $5 bilkon %43
its milltary loans In 1988. ks

Legislation.—Forelgn Military Snles y
Reform soction of PL. 100-202, Deced¥g
22, 1987,

Volue--According  to  press actd
Israel will save about $150 mililon per It
i debt service pavments by refinanciod i
military loans, .

Free Trade Arca.—In 1981, sroel T
ed negotinllons with Lhe Unjled Ststed

92:e7
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lminate trade barrfers between the twy cannot get all from other sources, Thus far, ther action was taken and tsrael contlnued
. gunirles. IN 1983, Istael and the United  Yarzel has been able to get oll on the inter. Lo recelve UG, Wenpons (although a'reraft

grates agreed to establish & Free Trade Arca  national market, ang has ot implemented delveries were delayed in 1581}, On another
(g eliminate trade barriers over 4 ten year the agreement, cccaslon, In the summer of 1523, following
period. CONgTess passed Implementing legle:  Leglslation.—.See, WaX3) of P.L.88-72 (33  the Israell Invasion of Lebanon, the Depart-
piion Lo aliow the agreemert 1o enter into  Stat 563), September 29, 1975, ment of State notificd Congreas tin 3 elazst.

. Value.~Unknowm, fied lettery that Ierael migused cluster
‘“;:imgtton.-ﬂtle IV of P.L, 88.572 189 FALS Offsels,—Foreign countries “oflset”

bombs and qut off further supply of cluster
29481, Getober 30, 1994, anthorized the the cost af military equipment purehased bombs to Israel, Also, Larasl] offiefals have
president 10 negotiate the agreement, ang from the Unfted States by selling LOMDO-  gdmfited thet 1.8, we

Ci3 wers Aubblied
pL. 99-47 (83 Stat 82), June 11, 108, Jmple. nent parts ta the United Slates for final as. to Iran and milita for;‘f n southern Lebs.
tad the r.sreeamem. (See 19 U.8.C, 2112, =embly In the equipment. Far example,

}

non wlthout the President's permlsston,
10d 19 U.8.C. 2518, Istael produces the rudder for F-18 sircraft Leglstation; Sec, 3 (32 U.S.C. 3753) and
yalue: Unknown, burchased from the United States WRh  mec 4 (22 U.E.C, 2754) of PL. £0-629, aa
Non-NATO Ally—~The Defense Authorlza. FMS funds,

Bm .

goa bill of 1987 added Section A7) to Legislation,.—None. v‘i’,‘.ﬂ'g,"_umm_

e Ams Export Contral Act to give the Value.—According to press BECOURLS, A rostine Lideratfon Organtzation Nesoll.
president authority to enter into agree. Israel receives ghout 8150 million per vear ations.—On Septernber 1, 1878, Seerctary of
gents with non-NATO countries on the Inoffsela, State Kisinger slgned an assurance tg
pme basis as NATO countries for coopers FMS Thtrd Country Fales,—Israel has re- Isracl staling the Unlted States would net
tive dovelopment of defense wenpons. The guested, byt not yet recelved, pertnlzsion to

o | negoliale with, or recognize, the PLO unless
comiia nferenice Report (Houge Raport 99-1001) a0l1 Teraell-made mllltery equipment to p -
cul ggommnvlnz the bill stated that the Con. third ecuntries that would pay Israe) with ggclt:;t{; ‘t'hoﬂi?gllﬁ?:gsm%dalgga%gn&a&
v ] et intended for Tyan 10 B¢ one of the U.S, contributed FMS fynds Bectlon 42 of S ineotporated the polley statement in
7.} EnIATO countrle i fo sogperative s Som: s et vopuel Act (22 Us.c, FIE featberated tie po additional condie

¢ | doclogment projects. NonNATO' status Zool) States thar ¥MS funds should be ticn that the PLO must renaunce tersariop.
;_t,_‘ E ko will benefit Israel tn bidding for U, spent In the U.S. for U.B.-produced defanse The ban on egotiating with the DLO sape
yyni R defense contrects and 1n buymg U& de- grticles and Zetvlees. A third country would ail U8, Goverpment employees or individ.

i nd services. that Fouin allen tio Sectlon 42 restrlction 31 U8, Governy Balf of the Uniled Staton
o § | Legislation: Sec. 1103aX2XDy of PL. so- that would allow It to tise FMS funds to pay Ty Seerdary o Btate announces o
o B e a0 S 3816), Novembor 14, legg, Israel for Isreeli produced weapons, l:?be. 4 ngs that the Pg.o 'had mot the
“ar tdded gubsection (K1) to Section 27 of the Legistation.—-None, o 3 ]r o 1 £ & United Staser oc Lo
Mh ¥ AECA: Section 1105(5) of BE. am it called  Vajne—tone, sentations and that & Nited Statas ren

. | (o aompal repors from the Secretaries Of  Lortorri 6 Seoanary oeareh and De. SEITS FOWIC Mot with P.L 88473 (8
x Sate end Defense naming Non.NATO velopment,—The Secretary of Agrieniturs i3 Stat lsualmb ober 12, 1984, repeated In
o sles; on February 2, 1037, the Secretary of encouraged to enter Into ccoperative gevel. o Cvos » TR Tepe
13 State informed the House Forelyn Affairs  opnsant proJects far egricultural braduets, stiqugp &08{3} r the PLO~The Unitod
iy, Sommitee FATO iy 1720 Wi Gele I paniatia faes, Trial wa PR 10 U2 siaten Wil reduce it sontoncieorited
H . ns . ., ? :

> falue—Unknawn, w%mm&%uwwmmWWMmm@%mMmm
::thl::' Stralegle Defense nitiative—Tsrael ang 183), May 16, 1984, (Scs 7 U.8.C. 173e.) nancia supbort for the PLO,

. Islatior.—Sec, 814 of P.L. pI—43§ (92
for, J§ heUnited States signed a Memorandum of Value—Unknown, sgﬁfgsi;ug'ctobgﬁ 78119'-'3 rl:;';stc? inasub-
mi; [ (oo nvolvenen 1 B 932;553:"43'?5 the Jirael Bonds.~Isracl Bongs wero apeed sequent years: algo 8o, 114 o5 by o U
bl d from the tax provision that treated Infome ' er 23, 1983, reduced
s Washington Jewish Week of Novembor 13, et (97 Blat 10205, Navember 22, 1983, reduce

18 rpasrasl and the United States stgned [TOM 10W iInterest rate bonds as futerest U.S. contributions to the U.N. Committer

ira: ther than capital gaing, The exclugiosn = 1 licnable Rights of

rontracts in November 1844, providing for ra ) - on the Exerelse of the Ins {enable Rights o
ot B Imelf research on an anthiscrey baillstie  f1ede Isracl Bonds more attractive to U8, g:eup:l!agl?jatr_n Peaple and the U}.N&?:iﬁgl
_'-ﬁu: alssile (ATBM) a3 part of the SDI research, Leglslation.—Sec, 1812(5)(5) of P.Y,, 04514 Nl on Palastinian Rights, pesle

seeks U8, cooperation in developing . 7 FEnuent years; and Bee. 703 of P.L, 100.704
5 = IBC“AHOW” missile 55 AN ATEM to counter (100 Stat 2834), Qctodber 22, 1983. (See 73

- (101 Sxat 1390), December 23, 1987, added
Y- B Sovtetbyihr 58-21 miesiles reported to he in U.S.C.7872) the Apselal Committee to Investigate Iyraeli
ones Sriis and Soviet-bully Freg and Scud mjs. L. MILITARY /POLITICAL Troctices Affecting tho Humnan Rights of
2. ¥ dlesin savern) Arab arsenals, Pre-Fositioning,—The United Stales pre. the Popujation of the Occupled Territorles,
e Legislation,—8es, 212 of PL. 08-901 (100 positiona U.8, military equipinen: ang sup- U.8. Quil the UN. {f Isrqel i Expalled.—
S § 3atagid), November 4, 1936, earmiarks $50 piies in Lsrag) for use in emergencies, A¢. Tha United States will suspend Its partirlpa-
ut: lon of the $3.2 billien SDI research, de.  cording to reparls, Israel requested thal It tlon in the TN, and reduce Its contributlon
f°d:' ‘lopment, test, and evaluation funds for have agcess to pre-positioned supplies (o U.N. activities If Tsrael ks expellnd,
ad ATHM Rap, case Israel were tin thed, but Israel embas. Legistation.—See, 118 of P.I. 88-184 (7
;: Value.~Accordlng L0 Defense News of De- s¥ ofliclals dery that such TIWe-key” ar-  Stat 1021), Navember 22, 1983, repeated In
i cenber 31, 1087, “Arzow development will rangement existg, subseguatit yeprs,
i ‘ot $200 miNon PEr year for the next 3 Leglstation.—None, PLO Memyership tn IMF.—If the PLO s
% ¥ ra, ang the US, will pay 095, of the cost Value.—~Unknown, admitred to membership or abserver status
3“7“_ \d Lsracl win pey 20% tor $40 milion PEr U8, Weapons—Seetlon § and 4 of the in the International Monetary Fund, the
o 1 TeT), Defense News al90 5214 that the US.- Arms Export Control Act describa coRdl-  United Scates mizht reduce Ita gupport for

& ATBM asreement allowed Iarael to tions placed on Lhe use of U.B.-suppiied mill- the IMP Us, repregentatives to the IMp
i‘i’ 10% tor $4 million per yeard ol its share tary equipment, Violation of the conditions  were told o convey U.S, intentions to the
ih FMS funds, cauld result in a country belng denled argesy  IMF,

R

't

- B A5 Boyeort—0.8, 12w forblds U.S. com- to military eredits, guarantees, or sales, The Lewialation.—See, 37 of P.L, 78-171, gdded
a5~ K gates or individuals from complying with conditiong inelnde transferring U.8.-sup. by Sec. 7 of P.L, $8-389 (94 Stat 1531), Octo-
W £ Arab boyeott of Tsrzel, Dlled weabang without Lhe pernifssion of the Dber 7, 1930
ers m!nhlalar.ton.-Seeuon 8 of the Export Ad. Prestdent And using military equipaent for Close PIO/PLO Offices.—~Title X, 8ection
10z ) tration Act of 1979, R.1, £8-12(93 Stat purposes other than self defense, ANl mill. 1302 of the Foreign Relatlons Authorlzation
] va.xaentember 28, 19579, tary supply contracts between the United Aot, Plzeal Tesrs 1388 and 1869, slates that
or Al Ue.~Unknown. States and reciplent countries contain the It is lllegel for the FLO to malntain an
i ha;?:,':-aﬁ c?léﬂsge“c@um 28(U) of the Minwpa] same conditions, On one aceasion, after the office in the United States. The Whashing-

% vy prohibits the e¥nort of July 1970 Israel] atlack on the Entebhsz, ton, D.C Palestine Information Offlce,
£ e an ofl, An exception 10 the prohibition Usgands, altport, the Departijent aof State which received Ita {unding from the PLO,
5 .?lalned In Section Nd)3) of the Export.  determined that Israel] use of US, WCapons was designated g forelgn mission and closed
B thay Nistration Aet of 1879, which states wad legitimate gelf defense. On Lhree oeer: by the State Depariment on Decembar 3,
R ,o&ccumrlea signing bilateral ol supply slons, In April 1878, following the Israel In. 1587, A Palestine Alfalrs Cenlet, under Lhe
i) menits with the Unjted States before vaslon of Lebanon, in August 1879, following susplecs of the Arab League, opened In
: lrygy 25 1978, may purchage Alaskan eil. an lsraed attack in Lebanon, and in June Washington In Aprit 183, Tlie Department
Ry $ened a bilateral oll supply agrec. 1931, foltowing the Izraeli Lombing of the of Justice directed the PLO offlee in New
g ﬂlh the United States on June 21, Iraql nuclear rezotor, the Department of York, houalng the PLO obstrver mission to
*ﬁ.m l'.- leremenE. the only U.s. Mlateral Srate notifled Congress thal Israel "may the Unfted Natlons, to close by Muarch ar,
5:; DD ¥ 8greement, stales that lirsel may nhave violated” the ARCA and the 1652 U8 1088, 1n fompliance wilth the law, A V.8

‘ 8. domestieally produced oil if Isradl Tarpet agreement (TIAS 26135), but no fup District Court ruled In August 1038 thas the

o
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Unlted States was bo

quarters Ag
-malntaln an
Department,

Legislatlon,—Sec, 1005(3) of

CONGRESSIONAL RECORD —~ SENATE

und by the O.N, Head-
the PLO to,
oftice in New York, The Justice

reement to allow

did not sppeal the declsfon,

(101 Stat 1407 December 23, 19317,

Embassy (n lergel

. 8lates, citing UN. resolution
ognizo Israel's annexation o
the designation of JYerusale
the United Statex embassy |
Avly, Terael wan

Its embassy
Israell clajm
Congress,
proposed

for a new emb

Iem, bhut tha

Stat 1344),
U.8.C. {862.)

U.5. Funds for

to UNRWA, the
food, shelter,
services for
UNRWA tak

ensure that

{0 Jerusalem;
to the city.

December 22, 1987,

to refugees in UNRWA facilitles,

Legislation
Assfstance &

DY Sec, 108¢a) of P,
December 36, 1869,
Israell Parti
Alomie Ener
Lo the IAEA
right to pary

IAEA
aiter the 188
ar facillty,

voted to gus

—Se¢, J0kHe) of
ot of 19681,

Leglslation.—Sec. 195 of P.L. 57-377 (94
Slat 1830) December 21, 19892, (see 22 U.5.C,

2232.),

[CRS Issue Brief]

Ishaxy: U.S. FOREICH ASSISTANCE Facts

{By Clyde

R. Mark, Porelgn Atfntrs and

Natlena) Defense Division)

SUMMARY

Israel {3 nat economically self-sufficlent,
and reles upon farelgn asslytonce and bor-
rowing to malntaln its economy. For the

past five years,

the Unlted States hag pro-

vided $3 dillion In grants annually to Jsrael,

8ince 1974,

Israel hag becn the largest

annual reelplent of U.S, torelgn Rssistance,
and Is the largest cumulative reciplent. In

addition to U8, assistance,

Istnel recefves

about 81 billlon annually threugh philan-

thropy,

an equal amount through short-

and lerg.term loans, and about $50¢ million

or more In Israe!
Should the

Bonds proceeds,
United Btates act conditiong

on it ald to Ismae] to extract politfeal or eeo-

nomiz concesslons?

re
Irrael has m}

Doeg e speclal treat-
Istael set precedents for
clplents? Are the charges that
sused U.8. afd valla, and If so,

P.L. 100-204

—The Unlted
1, does niot, ree-
{ Jerusalem cr
m as {1 cakital,
N Esrael s In Twl
ts the United States 1o move
1o legitimizne the
Some Members af
In support of the Isrnell position,
banning the expenditure of funds
AS5y any where except Jerusa-
legislation bans funds for & new
UB. embassy any where In
lem, or the oecupled West Bank,

Legislation.—See. 130 of P.L. 100-231 (10t
{See 22

Igrael, Jerusa-
K

the United Nations Relief
and Works Agency,~No U.8. funds may go
organzation providing
medica] treatpient, and sther

Palestine refugees, wnloss
es gll possible measures to
ne military training is provided

the Forelgn
83 amended, added
L. 91-173 (83 Stat 598,

cipation in the International
9y Agency.-~U.8. contributlons
are conditioned on Israels
cipate In the Ageney. The
pend Israel’s membership
1 Israell attack on trag's nucle-

what should the Unlted States do ahout It?
Ehould the Unlted Statez Inérease aid o
Israel 16 help resetile Jews cmigrating from
the Sovlet Union?

The Unlted States provided $1.2 billlon In
Economie Support Fund grants, $1.8 bililon
In Forelgn Milltary Szles grants, §25 millton
in refugee resettlement grants, and $7.5 mil-
llon In ceoperative development grants for
Israe} for FY 1990,

ISSUE DEFINITION

For most Members of Congress, the lssue
I8 not If Isreei should recelve U.S. forelun
sasistance, but under what condltions Israel
should tecelve the ald, Should the Unjted
Srates altach conditions to the ald in order
to gel Israel to cooperate with the perce
pracess or to stop bulldlog settlements In
the occupled territorics? Should the United
Htates Inerease ald to Israe) for resettling
Jewlsh refugees? Does Isracl recclva prefer.
entlal treatmont?

BACHCIIOUND AND ANALYSIS
Country Data

Country dats were Laken from the follow-
ing sourcey: Agency for International Dovel.
opment, A.LD. Cougressionel Presentalion
FYI887: Central Intelllgence Agency. The
World Factbook 1935 U.8. Dept. of Com-
merce, Foreign Economic Trendy, August
1085, and the Centra) Bureau of Statlstics
of Israel,

Population ('§¢); 4.84 milllon (FET).

Population growth rate ('80% [.8% (FET).

GNF: (581 33,8 blitlon; ('897 §40.1 biitjon
(FET).

Per caplia GNP ('82) $8,899 (FET),

Annhual per capits GNP arowth rate/long
term ('G5-"88) 2,6%.

Aunpual GNP growth ratesshort torm:
88Y0.7%: ('89) 2.8 (FET).

Anpual inflation rate/long term ("70-'82):
52.3%, [

Annual mmfigtion rate/shorl torm: 'B2-
132%, '83-191%, ‘84-445%, '85-133%, '86-
19.7%, '87-16.1%, '88-186.1<7, ‘89-20.0%%.

Unemployment rate (4% 5.9%, (5%
6.7%, U86) 1.4%, U8 6.1%, (‘83X 6.4%.
('89); 8.8,

Avg. life expectancy (*851 145 sr.
ALD.).

International debg

88xn
(FET).

Debt service payments a3 a % of export
earnings ¢83) 19.6% (Debt service ratlo for
all developing countries ! 1082 was 18.6%.)

Avg, per capita growih tate of ngricultural
productlon ("74-"831: 0.04%,

Proportion of the labor force In agricui-
tura ('82); §.8%%, ("'B7); 5.2% (CBS).

Major erops: Wheat, citrus fruit,

Mnjor exports and value ('28): dinmonds,
citvus frult, textiles/$6,76 billlon (FETY,

Major Imports and value ¢38) milit.
equipment, diamonds, ol! products/$8.91 bil.
lion (FET).

FROGRAM BACKGAQUNRD

Bince 1978, Isracl has been the largest
annual re¢lpient of 115, ald and (s the larg-

(
$25.5 biltion)

UNITED STATES ASSISTANCE 1O 1SRAEL, FISCAL YEARS 1543-89

May 1, 199) &
est reclplent of eumulative U.8. 255 anes
From 1848 through 1885, U.S, ald to Israey’
sveraged about 363 milllon per yene, Over P
95% of which was economic development .0 - ¥
slstance and fgod ald, A modest Milltary
loan program began In 1§59, From 19g4
through 1970, aversge aid per year n,
creased ta mhout 3102 milllon, but my;
loans Increased Lo about 475 of the totat,
From 1871 {0 the present, U.S. ald tg Israat
has averaged over #3 billlen per yoar, tvg.
thirds of which has been military assiatange
In 1571, economic esslstance changed from
specific programs, such a3 ageylturg) de.
velopment, to tke Commodity Import Pro-
gram (C12 for purchase of U.8. goods, Clp
cnded In 1979, replacod by largely wncond|.
tlonal direct transfers for budgetary sy,
port. The 1874 emergency aid for Istael, fy;,
lowlng the 1973 war, ineluded the first my).
tary grant ald. Economic ald became all
grant cash transter [n 198), and military ajq
becarne all grant in 1985,

The FY1989 U.8. ald of 3.0 billlog In
grants was made avallable to Israel in Oy,
ber 1984; $1.2 billlon in Feonomie Sunpory, .
Funds (ESF) grents, and 31.8 Blllion In Por-
clen Military Sales (FMS) grants, of which
$150 milifon is 10 be¢ spenl In the Unhgg
Slates for research and development (R&D)
for edvanced aircraft and $400 mifilion s la
be spent In Israel for defense procurement,
Israel received s grant of $5 milllon for its
foreign assistance program, & $38 mibion
grant for refugee resettlement, and sharesa
15 mllton program with Exypt for coopera.
tive cevelopment programs to promote the
Erybtian-Israell peace treaty,

Beginning in the mid-1970's, Israel coud
no longer meet Its balance of payments and
gavernment deficits with Imported capital
(glfis from overtcas Jews, West Clerman
reparations, U.8. ald) and began to rely
more on borrowed eapital. Growing debt
servizing €osts, mounting government social
services expendltures, perennial high de-
fense rpending levels, and a siagnant domes
tic cconomy combined with worldwlde Infis
tion and declinlng forvlgn markets for Israe
it goods pushed the Istaell economy Into
near c<risls sitvation. The “unity” govern
ment, which took offlce In September 1984,
Instituted a series of “prellmtnary steps” in-
lended to resolve some of the economic
problems and “emergency” measures in July
1985, to cut government subsidies, frecse
wages and prices, ralse taxes, and other
measures, Inflation was eul from the high
of 445% In 1934 t0 an annual Yevel of 20%
for 1686 and 1637. Unemployment zettled
down 10 6.5% for the sccond quarter of 1987
After a high of 1.8 for the same period [
1883, Israel stil! runs government defigiis
and balance of tmde and payments deflehts
aitheuzl the gaps have been reduced. .

The Administration requested $1.2 billisn
In economic grants and $1.8 bitlfon fn milk
tary erants [or FY1000. .
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fo) ONDERMIT RE UHE ARE THE U.S,A: AND THIS IS OUR
FOREIGN POLICY;@ ¢
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S AM A DEMOCRAT AND THE LAST TIME T DID NOT VOTE AT ALL BUT NEXT

. 'THANK,. YOU.

THIS WAS ONE OF THE ‘MOST MAGNIFICENT SPEECHES "I HAVE ‘EVER HEARD.
YOU HAVE TAKEN.A STAND BOTH BOLD AND FAIR. -

\.‘
"y 4

I.DID NOT VOTE FOR YOU BUT WHEN YOU ARE'RIGHT AND NATIONAL IT
SHOWS.‘ You, HAVE MY SUPPORT.RL;_ﬁw} - - . .

+

DEFER ‘TOAN" oﬁiy 1F You, WITl SicN THE EMERGENCY FOR UNEMPLOYMENT
BENEFITS. MANY QF US WILL GO:BANKRUPT :AND LOSE ‘ALL WE HAVE
WORKEP FOR WHILE WE WAIT FOR ‘THESE SO-CALLED.NEW .JOBS 'TO e
MATERIALIZE. PLEASE, MR. PRESIDENT, HELP YOUR OWN FIRST. IF YOU | .
HELP US, WE WILL ALL SUBPORT' YOU.W _ _ ,f,rv**'v o

N

[N
R

WHOLE—HEARTEDLYWSUPPORT THETPRESIDENTMON DELAXING AID TO ISRAEL.u-f“R

b

" TIME, T WILL AND FOR THE REPUBLICAN TTCKET: I DO :NOT- THINK YOU
HAVE GONE FAR ENOUGH . CUT‘OFF ALL FOREIGN AID. .'15 Fo

T AM A DEMOCRAT AND I THINK YOU ARE 10006 CORRECT. DON'T ‘BACK
DOWN. THERE :SHOULD BE NO AID FOR JEWISH SETTLEMENTS BEFORE OUR i
OWN HOUSE Is IN ORDER., e ‘1‘, . . N )
WHAT IS THIS ROYAL WEEM THAT BUSHxUSES TN HIS SPEECHESP IS THIS
TPART* OF“THE‘NEW“WORLD ORDER,”“HE“SHOULD STOP—USING WE:1-7~-~—-

i
G TR

A

YEA GO TEAM GO GOOD IDEA

. Adosojoyd Ateagri ‘[éuua'p!sa.ld'qsn.g o

dwt

"WHY DO WE HAVE To’GROVEL'To‘isRAEL° WE HAVE GIVEN AND WILL
CONTINGE TO GIVE AID TO ISRAEL.' BUT TT SHOULD BE ON'OUR TERMS"
NOT ON. THEIRS: , o T T

. " -
i, hs . . oy
P v oo 1o el

_WE WOULD JUST BE CO—SIGNING

WHY IS ‘THE PRESIDENT ATTACKING ISRAEL’” HE MADE PROMISES TO T
ISRAEL DURING THE PERSIAN GULF WAR ‘ -

\‘.-";I - o j' N
s 7 .-

-3 ;1'¢I

PR

THIS COUNTRY IS GOING‘TO HELL‘IN 2’ HANDBASKET BECAUSE OF THE
‘DOLLAR "STIGNS IN-‘OUR. "EYES: THE PRESIDENT “WON*'T SIGN “THE:, o .
UNEMPLOYMENT EXTENSION BILL FOQR AMERICANS BUT HE AWILL "PUTUS OVER. - - - |

" THERE. IN .DEBT. BY GUARANTEEING “LOANS TO, ISRAEL. IT DOESN ‘T MAKE

SENSE TAKE CARE OF U S FOR A CHANGE.

Nﬁ.‘

*

‘ Bush lerary Photocopy
- George Bush Handwrlttng
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CALL THE PRESIDENT AND TELL HIM TO HURRY UP AND GET OFF THE T.V.
SO WE CAN WATCH “DAYS OF OUR LIVES." OTHER CALLERS ASK "WHY
ALWAYS AT 1:00PM -~ WHAT NOT DURING FOOTBALL?Z?"

SUPPORTS POTUS ON THE DEAL -~ KEEP THE MCONEY AT HOME.

OPPOSED TO THE PRESIDENT'S STANCE ON HOLDING THE LOAN GUARANTEE.
POTUS IS WRONG. IT IS HUMANITARIAN AID.

MR. PRESIDENT IF YOU HAVE THE COURAGE TO STAND UP AND SAY NO TO
ISRAEL RE THIS GUARANTEED LOAN, I AM CONFIDENT YOU WILL HAVE THE
SUPPORT OF 90% OF THE AMERICAN PEOPLE. DON'T CONTINUE TO CAVE IN
TO THESE PEOPLE. IT WILL CAUSE FURTHER PROBLEMS IN THE MIDDLE
EAST.

I AM AN UNEMPLOYED DISABLED PERSON WHOSE UNEMPLOYMENT INSURANCE
HAS RUN OUT. I CAN'T FIND A JOB AND THE PRESIDENT IS TALKING OF
SENDING MONEY TO ISRAEL. IT IS OUTRAGEOUS. STICK TO YOUR GUNS
MR. PRESIDENT. NO LOAN FOR ISRAEL.

I CAN'T PAY MY MEDICAL INSURANCE BILL - I CAN'T AFFORD TO SEND MY
DAUGHTER TO COLLEGE. I AM ALSO ILL. THERE ARE THOUSANDS OF
AMERICANS JUST LIKE ME. HELP US. WHY SHOULD WE PAY FOR
IMMIGRANTS GOING TO ISRAEL? IT'S WRONG.

THE EPISCOPAL THEOLOGICAI: SEMINARY IN ALEXANDRIA, VA. STAFF AND
STUDENTS WANT TO SUPPORT YOU. HANG TOUGH, WE LOVE YOU.

A STAFF OF 22 PEOPLE WANT YOU TO KNOW WE SUPPORT THE PRESIDENT.
HE IS SO RIGHT. WE NEED THE MONEY HERE FOR HOUSING.

WE FEEL STRONGLY FOR THIS PRESIDENT AND HIS WIFE. IT'S OVERDUE
THAT A PRESIDENT HAS FINALLY STOOD UP TO ISRAEL PUBLICLY. WE
SUPPORT YOU 100%.

THE PRESIDENT IS A STRONG PRINCIPLED MAN AND I RESPECT HIM FOR
STANDING UP TO THE ISRAELI LOBBY. NO LOANS TO ISRAEL.

DON'T GIVE ONE CENT TO ISRAEL. WE HAVE GIVEN THEM TOO MUCH
ALREADY. THE ISRAELI LOBBY IS TOO POWERFUL IN THIS COUNTRY.
HANG TOUGH, MR. PRESIDENT - FROM THE UPSTATE NEW YORK
REPUBLICANS.

THANK GOD FOR OUR PRESIDENT. WE NEED PEACE AND ISRAEL WON'T LET
THAT HAPPEN. NO MORE MONEY.

I SOMETIMES THINK THESE JEWISH LOBBYISTS FORGET THIS IS NOT THEIR
COUNTRY. AMERICA FIRST.

I FULLY SUPPORT THE PRESIDENT. SOMEONE FINALLY STOOD UP TO THE
ISRAELI LOBBY. THANK YOU, WE LOVE YQU.
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I AM TRIED OF ISRAEL DICTATING OUR FOREIGN POLICY AND TAKING OUR
MONEY WHEN WE NEED IT. THE PRESIDENT TOOK A BOLD STAND. I'LL
BACK HIM 100% BUT I THINK WE SHOULD WITHHOLD FOR 120 YEARS NOT
DAYS.

IT IS AN EMBARRASSMENT FOR POTUS TO INTERRUPT NATIONAL T.V. IN
ORDER TO EXPLAIN AND APOLOGIZE TO ISRAEL. WE HAVE GIVEN THEM
WELFARE FOR 40 YEARS. ENOUGH. WE NEED THE FUNDS HERE. I'M
TIRED OF CONGRESS GIVING IN TO THE JEWISH LOBBY.

POOR ISRAELIS. THEY ARE DOUBLE CROSSED BY BUSH.

BACK THE PRESIDENT FOR PEACE - AND DENY THE LOAN GUARANTEE AND
SPEND MONEY HERE WHERE IT IS NEEDED.

FULLY RIGHT - IN FACT PRESIDENT BUSH SHOULD STOP IT ALTOGETHER.
POTUS MUST HOLD OFF FOREVER ON AID TO ISRAEL.

A STROKE OF GENIUS BY PRESIDENT BUSH ON AID TO ISRAEL - 100%
SUPPORT - ABOUT TIME - THE JEWISH LOBBY WAS RUNNING THIS COUNTRY.

WE HAVE CREATED A MONSTER WITH ISRAEL.

RABBI BRONSTEIN OF CHICAGO IS IN FAVOR OF THE PRESS CONFERENCE.
POTUS HAS HIS HEARTFELT GRATITUDE.

ISRAEL IS AN ASSET TO THE USA - OUR ONLY RELIABLE ALLY - YOU

FORGAVE EGYPT 7 BILLION DOLLARS - WHY NOT A LOAN GUARANTEE TO
ISRAEL?

PRESIDENT BUSH IS A MODEL OF ANTI-SEMITISM ON THIS ISSUE OF A
GUARANTEED LOAN TO ISRAEL. HE HAS BETRAYED ISRAEL.

WHY SHOULD THE COUNTRY WITHHOLD THE LOANS WHICH TRANSLATE INTO
HUMANITARIAN AID FROM A GOOD FRIEND IN THE MIDDLE EAST. VERY
INCONSIDERATE AND UNTHOUGHTFUL OF OUR PRESIDENT.

ISRAEL ACTS LIKE A SPOILED CHILD - THEY SAY GIVE ME AND WE LEAP.
WHY SHOULD WE GIVE THEM ANY MORE MONEY OR LOANS? WE NEED THE
MONEY HERE.

TOTAL CALLS AS FROM 1:00PM TO 3:00PM - 647
CALLS RE PRESS BRIEFING

POSITIVE = 308

NEGATIVE = 94

402




