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Chapter 1
INTRODUCTION

The United States (U.S.) has extended credit or
has granted 11.9 billion dollars in military and economic
aid and security supporting assistance to Israel since
1948 (79:22; 82:366; 83:176). The increasingly large
amount and nature of this U.S. aid to Israel will be set

forth and examined in this research paper.

Statement of the Problem

The information concerning the extensive U.S.
financial aid to Israel which is available has limited
circulation because of the traditionally sensitive nature
of the material. That information which is available is
contained in Department of Defense (DoD) documents in
tabular form and is normally not accompanied by in-depth—
background data or other pertinent facts. An example of
such a document is Foreign Military Sales and Military
Assistance Facts, published annually by the Defense
Security Assistance Agency.

A DoD literature search was conducted through the

Defense logistics Studies Information Exchange (DLSIE).

This search orsduced a total of 15 documents related to
/'
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military aid to Israel (ISMILAID). Of these 15, five
were classified secret, seven were background materials
unrelated to sales to Israel, and only three were usable
and pertinent to military assistance to Israel. Another
search made through the Defense Documentation Center
(DDC) produced similar results. The scanty returns pro-
duced by these searches undersdored the need for a com-
prehensive source of information on U.S. military sales
and assistance to Israel.

One of the reasons that the data on Israel are

gso difficult to find is because the Military Assistance

and Sales Manual (MASM) previously classified the amount

of foreign aid and grants which the U.S. provided the
countries of the Middle East. One of the first public
disclosures of the U.S. financial and military aid to

Israel can be found in the House of Representatives' i

Foreign Assistance and Related Agencies Appropriations
for 1974 (74:81). Prior to this date, The Congressional
Record deleted the dollar figures and the number of

military items sold or given to Israel.

Since 1974, however, the only information which
has been declassified has been the total yearly dollar
sales to Israel; the specific breakouts are still not
divulged in the Record. Therefore, because of
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classification and limited circulation, planners, policy

makers, and educators do not have a single source docu-

ment which contains a total, detailed analysis of U.S.

aid to Israel.

Purpose of the Study

The purpose of this research is to trace, analyze,

and compile into one document, the evolution of U.S.

foreign military sales (FMS), credits, grants, and

security supporting assistance to Israel. The analysis
will include a description of how the items were financed,

what prompted the transactions, and the implications of

their transfer.

Definition of Terms

Cash Sales--involves either 'cash in advance'
payment wi a reasonable period not to exceed
120 days after delivery of the article or the
rendering of the service, or payments as funds
are required to meet progress payments to sup-
pliers under a 'Dependable Undertaking' [87:2].

Credit-~Transactions approved on a case-by-case

basis by the Departments of State, Treasury, and
Defense, which allow repayment of military export
sales for periods beyond 120 days after delivery
of material or performance of service [87:4].

Foreign Military Sales (FMS)--Include cash
sales from sto o e DoD; procurement for cash
sales by the DoD; DoD credit sales, and DoD

guaranties cover the private financing of credit

%g%e;]of defense articles and defense services.




Grant Aid--Military assistance rendered under
the ﬁ%?—r{-? of the FAA [Foreign Assistance Act]
for which the United States receives no dollar re-
imbursement [87:7].

Security Assistance-- . . . the term Security
Agsistance includes DoD activities carried out
under the authority of the FMSA [Foreign Military "

Sales Act], or FAA, or related appropriation acts
and other related statutory authorities [87:11].

Security Supporting Assistance--Funds used to
finance lmports of commodities, capital, or tech-
nical assistance, provided either as a grant or
loan in accordance with terms of a bilateral agree-
ment; counterpart funds thereby generated may be
used as budgetary support. Most such funds are
used to enable a recipient to devote more of its
own resources to defense and security purposes
than it otherwise could do without serious eco-
nomic or political consequences [87:11].

Scope and Limitations
This study will present all FMS made to Israel

since 1948; however, the emphasis will be on those sales
which have taken place since 1967. 1In addition to the
general category of military sales, the following -
aspects of foreign aid will be explained: (1) grants,

to include economic aid, (2) credits, and (5) security
supporting assistance.

Those portions of Israel's history which deal
with her military development are presented as background
to MMS. Although the historical portion emphasizes the
events since 1948, certain key events prior to 1948 have

been noted.




This study does not cover all aspects of U.S.-
Israeli relations, especially in the field of politics.
No judgmental evaluations are made as to the course of
U.S. policy in the Middle East, and no classified infor-
mation is presented.

| The research is limited to assimilating known

information on U.S. foreign aid to Israel and in putting
tkat information in proper perspective through a compre-

hensive research of pertinent background data.

Justification
IS became increasingly significant to U.S.
foreign policy during and since President Richard M.
Nixon's administration. Under the Nixon Doctrine:
The United States will keep all its treaty
commitments., We shall provide a shield if a
nuclear power threatens the freedom of a nation
allied with us, or of a nation whose survival we

consider vital to our security and the security
of the region as a whole.

In cases involving other types of aggression
we shall furnish military and economic assistance
when requested and as appropriate. But we shall
look to the nation directly threatened to assume
the primary responsibility of providing the man-
power for its defemse [73:12].

After the institutionalization of the Nixon
Doctrine, MMS grew from $3.3 billion in Fiscal Year (FY)
1972 to over $9 billion in FY1975 (13:69). The Middle
East received the bulk of the increase.

5
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Of the total amount of $8.2 billion worth of
weapons sold abroad in 1974, over $6.5 billion
went to countries located in the volatile Mideast
region . . . . No one can say for sure what impact
this massive and continuing infusion of arms will
have in this area of the world . . . [but] . . . :
clearly foreign military sales have become a major . 1
instrument in U.S. foreign policy . . . . [and] 3
« « « The providing of weapons or defense services
to foreign countries represents an important U.S.
commitment which can lead to greater and greater
U.S. involvement [83:58-59].

The portion of military sales in the Middle East

which went to Israel in 1974 was $2.4 billion (18:12).
Additionally, from October 1973 to October 1976, the U.S. %
provided over $5 billion in funds for the purchase of |
military items by Israel (20:448).

Secretary of State Henry Kissinger stated that
U.8. suppbrt of Israel is substantial and it:

e « o directly affects matters of vital
national importance. It is a central part of
our efforts to help achieve progress towards
peace. We have a historical and moral commit- - |
ment to Israel. We have important concerns in 3
the Arab world. Perpetual crisis in the Middle
East would severely strain our relations with -
our most important allies, And upheaval in the 1
Middle East jeopardizes the world's hopes for 4
economic recovery and increases the prospect of :
direct U.S.-Soviet confrontation. For all these ]
reasons, our aid request is a prudent investment
in peace [82:244].

On October 30, 1975, President Gerald R. Ford
further underscored the importance of the U.S. commitment

to Israel in the following message sent to the 94th
Congress:




The Security Assistance Program I am trans-
mitting to Congress is heavily weighted with

uirements to sustain the peace in the Middle
East. Fully 70 percent of the program for fiscal
year 1976 is to be concentrated in this region
e « « « For Israel, $740 million in security sup-
porting assistance and $1,500 million ir military
credits. Israel's ability to defend herself and
to relieve some of the burdens of her defense
reduces the prospect of new conflict in the Middle
East [82:250].

Support for Israel was reiterated by President
James E. Carter shortly after taking office when he
stated that the U.S. must:

. « o make sure that Israel has adequate means
to protect themselves without military involvement
of the United States. I have no objection about
this arrangement. I'm proud of it. And it will
be permanent as long as I'm in office [55:706].

The preceding remarks from the highest authori-

ties who formulate U.S. foreign policy, emphasize the
importance of military sales to the Middle East and in

particular to Israel. .

Research Questions

The overall question which this research will
attempt to answer is: What has been the U.S. commitment
to Israel especially in terms of MIS, economic aid, and
security supporting assistance. In the course of answer-

ing this primary research question, several other research

questions will be addressed. These questions are:

7
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(1) Under what historical context did FMS to Israel
develop? (2) What are Israel's force structure and defense
strategies and how do these relate to MMS? (3) How did the
U.S. PMS program to Israel evolve and what has been its
annual value? (4) What is the future of U.S. securitj

assistance to Israel?

Procedures

Since Israel has been prominent in the news,
current information is readily available in various
journals, newspapers, periodicals, and books. These docu-
ments wére the primary sources of information for this
study. Since this study is meant to provide a compre-
hensive source document on FMS to Israel, a synthesis of
the published and unpublished haterial on the subject was
considered to be the best approach. Classified documents
were pot used as sources. DMuch of the information in 3
this study was extracted from The Congressional Record.

The DoD and military regulations which govern
the sale of military goods were often consulted for
appropriate guidance. However, in arriving at the proper
interpretation of the regulations and manuals the authors
are indebted to the Air Force Acquisitions Logistics
Division/Directorate of Mid-East Programs. Interviews

8




with personnel of that division also provided added
insight into the business aspects of military sales.
Other interviews were conducted with the follow-

ing personnel: members of the Air Force Acquisitions
Logistics Division/Directorate of Sales Negotiations,
the Isrseli liaison to the Air Force Logistics Command,
the country managers from the Defense Security Assis-
tance Agency (DPSAA), and DoD's Intermational Security
Assistance Division, and various Middle East experts

who work for research institutions in Washington, D.C.

Some aspects of the U.S. relationship with

Israel are considered tc be sensitive and highly contro-

versial. This study will avoid those areas. The authors
will limit themselves to answering the specific research
questions which precede this section. The authors will
also draw their own conclusions regarding FMS to Israel. -
These conclusions will represent only the authors' point
of view and will not necessarily reflect the policy of
the Department of the Air Force, the DoD, or the State
Department.

This study should synthesize all pertinent infor-
mation on FMS to Israel through FY 1977, and in some
cases through FY 1978. Information in this study will
be current as of 1 August 1977 for purposes of meeting

9
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2 ®  on academic schedule. Therefore, the final document can

maintain its currency only through periodic additions and

% expansions, where appropriate. For the moment, this study

should adequately fill the gap with which academicians

and logisticians are confronted when they have a need for

information concerning FMS to Israel.

FMS Regulatory Documents

An understanding of FMS to Israel is not possible

without some knowledge of the regulations that govern

FMS. Therefore, this section will briefly summarize the

pertinent instruments which govern the sale of arms and

services to foreign countries.

The primary congressional legislation that con-

trols the sale of U.S. arms to foreign countries is the

Arms Export Control Act, hereafter referred to as the Act.

It was approved in 1968 and has been amended on several

occasions since then. The most recent changes to the

Act were incorporated in the Intermational Security Assis-

tance and Arms Export Control Act of 1976 which also
changed the title of the Act from the Foreign Military

Sales Act (FMSA) to the present one (72:245). The Act

states that defense articles and defense services shall

be sold to friendly countries:

10




« « « Solely for internal security, for legitimate
self-defense, to permit the recipient country to par-
ticipate in regional or collective arrangements or
measures consistent with the Charter of the United
Naetions, or otherwise to permit the recipient country
to participate in collective measures requested by
the United Nations for the purpose of maintaining or
restoring international peace and security, or for
the purpose of enabling foreign military forces in
less developed friendly countries to construct public
works and to engage in other activities helpful to
the economic and social development of such friendly
countries [72:250].

In this same section the Act prohibits the sale
of sophisticated weapons, such as missile systems and jet
aircraft for military purposes, to any underdeveloped
country. And, although Israel is considered aﬁ under-
developed country, it is excluded specifically from this
provision (72:251).

The Act also specifies that defense articles or
defense services shall not be sold to any country or
international organization, unless: -

(1) the President finds that the furnishing of
defense services to such country or international
organization will strengthen the security of the
United States and promote world peace; (2) the
country or intermational organization shall have
agreed not to transfer title to, or possession
cf, any defense article or related training or
other defense service so furmished to it to anyone
not an officer, employee,or agent of that country
or international organization and not to use or
permit the use of such article or related training
or other defense service for purposes other than
those for which furnished unless the consent of
the President has first been obtained; (3) the

1
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country or international organization shall have
agreed that it will maintain the security of such

| article and will provide substantially the same

| degree of security protection afforded to such
article by the United States Government; and (4)
the country or international organization is
otherwise eligible to purchase defense articles
or defense services [72:247-248].

The Act makes provisions for the President to
authorize credit sales to friendly countries on terms
requiring the payment to the United States Government in
U.S. dollars of:

(1) the valuc of such articles or services
within a period not to exceed twelve years after
the delivery of such articles or the rendering of
such services; and (2) interest on the unpaid
balance of that obligation for payment of the
value of such articles or services, at a rate
equivalent to the current average interest rate,
as of the last day of the month preceding the
financing of such procurement, that the United
States Government pays on outstanding marketable
obligations of comparable maturity, unless the
President certifies to Congress that the national
interest requires a lesser rate of interest and
states in the certification the lesser rate so
required and the justification therefor [72:256].

renaraeiuioiinte

The Act is expanded and clarified in the Military
Assistance and Sales Manual (MASM), a DoD manual that

provides

. « o« in a single volume information and
instructions needed at all levels within the
Department of Defense to carry out responsibili-
ties of the Secretary of Defense for administering
U.S. Military Assistance and Foreign Military Sales
Programs and related activities [87:FWD].

14
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It is in the MASM that the countries eligible
under the provisions of the Act are actually listed by
name., Israel is included in Table A-1 of Chapter A (MASM)

. as an eligible country to purchase defense articles and
defense services (87:4-2).

Regarding the specific restrictions of the Act on
credit sales, the MASM points out that "Credit assistance
helps to facilitate this transition to greater national
self-reliance from grant aid to sales [87:E-1]." It also
emphasizes that the President has the authérity to waive
most of the restrictions and limitations of the Act if
" , . . he determines it would be important to the
security of the United States [87:B-1--B-4]." However,
exceptions " . . . will be made only after consultation
among State, Treasury, and Defense [87:E-3]."

The MASM and the Act should be consulted for more
detailed and specific information regarding the restric-
tions on MMS. (See Appendix A for a list of restrictions

and controls as summarized in the MASM.)

Plan of Presentation

The data on FMS to Israel are largely of a quan-
titative nature and accessible through U.S. Government
@ocuments. However, to put that data into proper

13
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perspective regarding its origins, its escalation, its
purpose, and its repayment, many factors had to be con-
gidered. Those factors in addition to the basic FMS data
have been organized in this thesis as follows:

Chapter 2. Summarizes the history of Israel
from a military point of view by looking at the major
Arab-Israeli wars. Additionally, the geography, culture,
and economy of Israel are included.

Chapter 3. Lists the present Israeli armed

forces structure, i.e., air force, army, and naval
strengths, and the threat which they are intended to
counter. '

Chapter 4. Contains a summary of all U.S. FMS,

N i it

economic aid, and security supporting arrangements to

Israel.
Chapter 2. Summarizes the recent world eveats .

through 1 August 1977, of a military, economic, political,
and social nature which may impact on FMS to Israel and
on Israel's survival.

Chapter 6. Addresses the research questions and
the authors' conclusions drawn from the information in

the preceding chapters.
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Chapter 2

BACKGROUND

An analysis of FMS to Israel would not he complete
without a review of the factors which have caused Israel
to allocate a disproportionate share of its limited
resources to a posture of military readiness. The fact
that Israel was created from conflict and continues to i

exist in conflict with its Arab neighbors, demands that

the nature of the continuing conflict be explored so that
the volume of security assistance going to Israel can be
put into proper perspective. This chapter will address
the geographic, social, historical, and economic factors

that have impacted on Israel's evolution.

Geography

Israel is located at the eastern end of the
Mediterranean Sea between Lebanon, Egypt, Syrid, and
Joréen (see Figure 1). The total area of Israel, exclu- j
ding the occupied territories, is about the same as that
of the state of New Jersey (88:1).

Israel is physically divided into the following

regions: the coastal plains, the Jordan border area,

the central hills,and the Negev Desert. The coastal
15
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plains, which are the most populous, primarily yield
citrus fruits. The area along the Jordan border is
rich in minerals. The central hills produce olives,
tobacco, and most of Israel's agricultural needs. The
Negev Desert, which comprises more than one-half of
Israel's territory, contains some petroleum and mining
(36:525).

Figure 2 shows a more comprehensive view of

Israel's agriculture, industry, and resources.

Society and Government
Israel has a primarily urban population of

3,124,000 according to the latest United Nations census
taken on 20 May 1972 and which included East Jerusalem
and Israeli residents in certain other territories under
occupation since 1967 (63:70). However, the Israeli
government estimates the 1975 population for the pre-1967
territory to be 3,410,000 (90:546). The principal com-
mercial city is Tel-Aviv-Yafo with a population of
362,900 (28:2648).

The government of Israel is a parliamentary
democracy which is headed by the Prime Minister. The
head of state is the President. An elected parliament,

the Knesset, is the highest political power in the

country and is located in the capital city of Jerusalem

(37:3880).
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In Israel the state provides the working force

with old age, disability, and survivor's pensions in

addition to matermity benefits and subsidies for children. 4
Additionally, education is compulsory for those between g
the ages of five and thirteen years (36:3880). |

The benefits of the Jewish state are shared
equally by the Arab population (62:83).

History
The history of Israel covers a span of over 35

centuries. Some aspects of the first 34 centuries will

be mentioned here; however, the emphasis will be on ;

Isreal's history since independence. This historical ;
narrative will be developed through a summary of Israel's ‘
five wars with the Arab states as they occurred within
six historical periods.

Pre-1880. The Bible has been the principal

source of the first one-thousand years of Jewish history

and in it have beeun recounted the settlement efforts of
Moses, Joshua, Saul, David, and Solomon in the land of ¥
Israel (62:24-25).
The first Kingdom of Israel was established by
Saul in the year 1020 Before Christ (B.C.) (61:30-31).
The Kingdom came to an end in 722 B.C. after being
5




conquered by the Assyrians. After that the region was

ruled for hundreds of years by a series of different
conquerors including the Persians, the Greeks, the
Romans, the Arabs, and the Turks. It was the Romans who
gave that area the name Palestine, after the Fhilistines,
an Aegean people who had vanished previously (62:27-29).

Palestine entered the 19th century as a part of the
Ottoman Empire, which had ruled it since 1516 (62:29).
1880-1948. The concept of creating a separate
Jewish homeland in Palestine took hold in the 19th
century and became known as Zionism. That concept began
acquiring reality and momentum in 1882 with the advent
of the First Aliyal{l which lasted until 1903 and which
accounted for between 20,000 and 30,000 immigrants into
Palestine (61:57). The area had only had a Jewish popu-
lation of between 20,000 and 25,000 in 1880 (60:10). In.
1896, Theodor Herzl, a young journalist, published Der
Judenstaat (The Jewish State) in which he called for the
creation of a separate Jewish state (59:36-64). Through
his publication, Herzl became the leader of the Jewish

movement and was then able to convene the First Zionist

TAliyeh: 1literally . . . ascent, but in actuality
it referred to a return to the land (62:35).
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Congress which founded the World Zionist Organization in
Basel, Switzerland, on August 27, 1897 (61:37). Five

other congresses were convened before Herzl died in 1904.

Herzl's work was continued through the World Zionist

Organization which systematically promoted Jewish settle-
ment in Palestine in the years that followed (59:63-88).

The‘Second Aliyah occurred between 1904 and 1914
during which 35,000 to 40,000 Jews immigrated to Palestine
(61:57). Further immigration was curtailed by the out-
break of World War I (WWI). By the end of WHI{\the
region of the fertile crescent which included Palestine
had been taken away from the Ottoman Turks and divided
into mandates by the League of Nations and entrusted to
Great Britain and France (6:19).

Another outcoae of WWI was the first international
recognition of the Jewish right to a national homeland. .
On November 2, 1917, Arthur James Balfour, then Foreign
Secretary of Great Britain, made a declaration in the
form of a letter to Lord Rothschild, President of the
British Zionist Federation, in which he said:

His Majesty's Govermment view with favour the

establishment in Palestine of a national home for
the Jewish people, and will use their best
endeavours to facilitate the achievement of this
object, it being clearly understood that nothing
shall be done which may prejudice the civil and
religious rights of existing non-Jewish

21
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commumities in Palestine, or the rights and politi-
cal status enjoyed by Jews in any other country
(59:109].

The wording of the Balfour Declaration became
the source of widely varied interpretations and many
disagreements between Arabs and Jews. The main problem
stemmed from the Jewish interpretation of the words
"national home" as meaning a sovereign Jewish state while
the Arabs interpreted them as meaning an autonomous
Jewish community within a larger Arab state (61:40-41).

The World Zionist Organization was then allowed
to represent the interests of the Jews trying to develop
a national homeland in the mandate and the Third Aliyah
was institutionalized (1919-1923) during which 35,200
Jewish immigrants arrived in Palestine (61:&1-57). The
Arabs were opposed to the special recognition given to

the Jews who constituted only about ten percent of the .

population of Palestine at the time, while the Arab
people in the area were referred to as "the other sec-
tion" (61:41). The Arabs felt that they had a stronger
claim to the whole area since they had occupied it con-
tinuously since the 7th century as the majority of the
population (61:41).

Winston Churchill, then Colonial Secretary,
carved out the Kingdom of Transjordan in 1922 from 80
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percent of the Palestine area as a separate British
Mandate (61:43) (See Figure 3). This action did not
placate the Arabs or did it improve the Jewish position.
However, Jewish immigration into the area continued via
the Fourth Aliyash (1924-1931) and the Fifth Aliyah (1932-
1939 ) which increased the population by 247,700 and
118,300, respectively (61:57).

During World War II (WWII) both the Arabs and the
Jews in the Middle East joined with the allies in oppo-
sition to the Axis powers. Soon after that conflict, in
1946, Great Britain granted Transjordan independeince and
attempted to resolve the Arab/Jewish problem in the area.
However, emotions had been running high and neither
Arabs nor Jews found any of Great Britain's proposals
acceptable so the issue was turned over to the newly
formed United Nations (U.N.) (59:276). -

The U.N. solution to the Arab/Jewish conflict
consisted of partitioning the British Mandate into
separate Jewish and Arab states, as shown in Figure 4
(6:19-20). The British authorities finally decided to
terminate the mandate as of May 15, 1948, at which time
the U.N. partition plan would go into effect. The plan
was opposed by both the British and the Arabs. Nonethe-
less, all sides resigned themselves to its eventuality;
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and both Arabs and Jews continued to arm themselves in

preparation for the upcoming struggle that was expected

to take place once the mandate was terminated (59:243-306).
1948-1956. Israel proclaimed independence on

May 14, 1948 just hours before Great Britain terminated

the mandate. The fresident of the U.S., Harry S. Truman,

recognized the new state of Israel that same day (59:308-

312). By midafternoon Israel had been invaded by regular

armed forces of Egypt, Irag, Jordan, Syria, and Lebanon,

and by volunteer elements from Saudi Arabia, "emen, and

Lybia (61:5). The War of Independence had begun, and

after some initial Arab victories, the Jews stabilized

the fighting along those frontiers where the conflict
ended in 1949 (See Figure 5). The war ended as a military
stalemate, but politically, Israel had preserved its
separate identity. Even so, the Arabs refused to recog-.
nize Israel as a sovereign state. Israel lost about one
percent of its total population in 1948 (6:23-26). How-
ever, by 1951, Israel had increased its population
through immigration to 1.3 million inhabitants (35:1-4).
Guerrilla skirmishes between Egypt and Israel
persisted after the War of Independence and in 1955
Egypt began purchasing arms from the Soviet Union in
preparation for a larger scale conflict (6:41).
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1956-1967. In 1956 Egypt nationalized the Suez
Canal Company and denied Israel access to the Red Sea.
This action caused the outbreak of the Sinai War in
October 1956; Israel struck in the Sinai Peningula in
conjunction with France and England whose interests had
been nationalized, and opened the Red Sea to shipping
through the Straits of Tiran (See Figure 1) (61:6).

The 1956 Sinai War was over by early 1957. The
U.N. had secured a withdrawal of Israeli forces from the
Sinai area by March 1957 and had replaced them with
United Nations Emergency Forces (UNEF) to stabilize the
region (59:510-514). :

In 1958 Israel agreed to pay a $5.5 million
rehabilitation to displaced Arabs. Israel, meanwhile,
continued to develop economically and technologically;
by 1959 it bad a Gross National Product (GNP) of $1.96 .
billion; a dramatic rise.from the $960 million it had
had in 1951. Israel also launched its first rocket with
the aid of France in 1961 (35:4-5).

The uncertain peace between Israel and the Arab
states began to deteriorate in 1964 when the newly formed
Palestine Liberation Organization (PLO) began launching

terrorist attacks against Israel (6:29-32).
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1967-1973. The UNEF withdrew from the 1957 truce
lines on May 19, 1967 at the request of President Nasser
of Egypt. President Nasser then closed the Gulf of Agaba
to Israel on May 21, 1967. At that time, 90 percent of
Israel's consumable o0il came through the Gulf. Full scale
war finally erupted on June 5, 1967, when Israel launched
a pre-emptive attack on Egypt, Jordan, and Syria (35:15-
20).

The war was over within six days. Israeli forces
captured the Golan Heights in southwestern Syria, the
Sinai Peninsula, the Gaza Strip, and that part of Jordan
west of the Jordan River now referred to as the West Bank
(61:6). The Six-Day War increased Israel's geographic
area fourfold (See Figure 1) (56:5). However, the war
cost Israel $#750 million and caused France to stop all
military sales. Thié was a serious blow because France -
had been Israel's chief source of military equipment up
until this time (35:15-20).

In October 1968, increased hostilities along the
Suez resulted in a war of attrition between Egypt and
Israel. This third Arab-Israeli war consisted of numer-
ous border forays conducted by commandoes from both

Egypt and Israel, of artillery exchanges from their

respective emplacements, and of numerous aerial
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encounters. The losses were high: Israel, 3,000 and
Egypt, 10,000 between 1967 and 1970. The U.S. finally
secured a truce in 1970. Despite the truce, border
clashes continued almost daily through 1973 (59:689-
697).

1973-present. On October 6, 1973, Egypt and
Syria launched a surprise attack on Israel (6:43). After
Israel had halted the initially successful advances by
the Arabs, the war settled into a protracted conflict
that seriously depleted Israel's war reserves. To pre-
vent the collapse of Israel, the U.S. instituted a massive
re-supply that delivered between 700 to 800 tons of
military supplies a day and resulted in a total supply of
$825 million worth of equipment in the first 12 days of
the conflict (35:83). The 1973 Yom Kippur War ended on
October 24, 1973. "

The 1973 war reduced Israel's monetary reserves
and was the most costly of Israel's conflicts. Israeli
defense spending reached $250 million per day during the
conflict and eventually cost a total of $3 billion
(35:83).

The separation-of-forces agreement after the war
resulted in the establishment of buffer zones along the
frontiers between Israel and Syria, and Israel and Egypt
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(see Figures 6 and 7). Furthermore, the U.S. agreed to
man a group of auxiliary detection stations in the
strategic passes in the Sinai between Israel and Egypt
" . . « to provide tactical early warning and to verify
access . . . " to both Israel and Egypt (59:820-821).
Additionally, President Gerald R. Ford agreed to replace
all weapons which Israel lost in the 1973 war (35:90).
The U.S. also stated that:
e o« o in the event of any future threat to

Middle Eastern peace either by Egypt or by an

'outside power', the United States would consult

closely with Israel about the measures to be

taken [59:822].
One provision of the pact which remains clouded concerns
a U.S. guarantee to make available for purchase to Israel
all of its oil requirements in the event of an embargo.
The issue centers on whether the U.S. has committed itself
to delivering the oil with ?he U.S. Navy if necessary. s
The use of U.S. naval vessels, however, was denied by the
Under Secretary of State for Political Affairs in 1975,
Joseph J. Sisco (81:25).

Since 1973 no major conflicts have erupted in the

Middle East and as of this writing (1 August 1977), Israel

and the Arab states have been taking steps toward meeting

in Geneva to discuss long-temm peacé negotiations (23:19).
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Israeli-Syrian Separation-of-Forces Agreement
May 31, 1974 (59:800)

Source: A History of Israel by Howard M. Sachar, 1976.
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Economy
During its first 25 years, Israel's GNP grew an

average of 10.5 percent per year. During this sane

period, the population increased fourfold, from 900,000 .
to 3.2 @MV(IL:G?). This record of performance and

growth was achieved in spite of difficult odds and chal-

lenging circumstances.

Although Israel has limited material resources,
its economy is characterized by a high rate of develop-
ment. Agriculture in Israel is basically of two
varieties: citriculture, which accounted for 23.3 per-
cent of agricultural output in 1972, and mixed farming
(33:21). However, only ten percent of the domestic
product.is attributed to agriculture (61:276).

Israel's industrial output has been facilitated
by the payment of German war reparations in machinery. .
Industry accounted for 85 percent of Israel's exports
in 1972 in the form of the following main outputs: food
products which were 19.71 percent of industrial production,
textiles which were 9.2 percent of industrial produgtion,
and diamonds which comprised 42 percent of industrial
exports (33:59,62,140). Diamonds also accounted for 35
percent of all exports in 1972 but they are imported in
a rough state and polished in Israel befcre being exported,

34




i ol AT ok e

2

B e .

so their effect on the economy is less because the
value they add to the economy is a function of their
import cost (33:139-140).

As a result of massive immigration, food, jobs,
and social necessities have had to be expanded rapidly.

An entire new infra-structure has had to be created while
still allocating a large portion of the country's economic
resources to defense (4:67).

A historical analysis of Israel's economy results
in a breakout into five distinct subperiods:

1. 1948-1960 were the founding years in which
Israel experienced many instabilities and fluctuations.

2. 1960-1964 were years of full employment,
economic growth, increasing inflation and trade deficits
(import surpluses).

3. 1965-1967 was a period of recession, unemploy-
ment and a reduction in inflation.

4, 1968-1973 were years of revival, full employ-
ment and growth, together with inflation and excessively
high trade deficits.

5. 1973-present was and still is a time of rising
inflation and increasing trade deficits (4:129).

By 1975, the balance of payments which had prefi-

ously been in the black, became a deficit of $3.5 billion,
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the national debt rose to $6 billion, and the cost of
living increased 17 percent. The defense budget grew
from $850 million to $3.5 billion between 1973 and 1975
(43:86). Because of the "October War" of 1973, the
economic growth of Israel changed drastically. The
Israeli economy simply could no<ns1:XMLFault xmlns:ns1="http://cxf.apache.org/bindings/xformat"><ns1:faultstring xmlns:ns1="http://cxf.apache.org/bindings/xformat">java.lang.OutOfMemoryError: Java heap space</ns1:faultstring></ns1:XMLFault>