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Actually, the GAO report confirms that US aid to Israel bene-
fits America in many ways and that Israel needs aid to repel the
external threat to its existence. However, a number of editorial
writers have. interpreted the GAO report to be critical of aid
to Israel.

In my opinion, Israel cannot depend for long pgr}ods of time
on the type of economic support that she is receiving from the
US. 1t is far too risky to operate on this basis.

While Israel is presently in need of its current financial
support from the USA -- and will be in that position for a period
of time -- plans should be developed now to reach the desired
goal of financial independence.

The question must be answered: '"How can Israel replace, over
a period of time, the $2.5 billion which the US has provided to
Israel in 1982 and 19837?" 1In 1983, while Israel had requested
$3 billion, the US budget calls for $1,535 billion in grants and
$950 billion in loans -- a total of $2,485 billion.

It is the purpose of this paper to present ideas and recom-
mendations that will bring about a stepped up movement leading
to Economic Independence for Israel -- 1990.

A WORD ABOUT THE AUTHOR

Elmer Winter serves as Chairman of the Committee for Economic
Growth of Israel. He was requested in 1976 by former Prime Min-
ister Y. Rabin to set up an organization to assist Israel to ex-
pand her business relations with the United States. This
includes increased investments by American companies in Israel;
expansion of exports from Israel; the exchange of technology;
joint research; etc.

The Board of Directors of CEG-I consists of 115 American
business executives and 28 Israeli executives.

During the past seven years, CEG-I (a nonprofit organization)
has worked with over 200 Israeli companies and several thousand
American companies to expand business relations between the two
countries. CEG-I works on a business-to-business basis.

Elmer Winter was a co-founder of Manpower, Inc., the world's
largest temporary help service. Manpower operates 987 offices
in 31 countries. Elmer Winter served as President of the company
from 1948, when it was founded, to 1976, when the company was
sold to the Parker Pen Company. Upon the sale of the company,
Elmer Winter was retained as Consultant to Manpower, Inc., a po-
sition which he still holds.
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8)

9)

10)

11)

manufactured products to the 1local 1Israel market. While
there is a limited market in Israel, American companies gen-
erally do not want to be 100 percent dependent upon selling
products for export only. They want a local market 1n‘wh1ch
to experiment; in which to test out products; in which to
fall back on if the export market declines; etc. If they
are confronted by a monopoly that controls all of the local
market, the chances are very good that they will open a plant
in another country where a monopoly does not exist.

American investors must find an abundance of well-motivated

and properly trained labor in Israel. The perception exists

in the US that Israel’'s labor force is not always well-moti-
vated; and as a result, productivity is low. However, this
can be disputed by many American companies who can show that
the productivity of their Israeli work force is equivalent
to that of their work forces in other parts of the world,
including the United States. 1It's important for American
companies to know that when they operate in Israel, there
is an abundant supply of well-qualified labor. They do not
want to -be in a position of training their people only to
have another company steal away their work force.

American companies do not want to operate in a country where

there is an overpowering union. There is a general percep-

tion in the United States that the Histadruth is an overpow-
ering union that makes it very difficult for American com-
panies to operate in Israel. Further, Americans are not ac-
customed and do not welcome a union owning a number of busi-
ness enterprises, some of which may be competitive to theirs.
They do not want to have to compete against a union that may
have subsidies provided to the companies which they own.
They want to operate in a country where the union is similar
to what we have in the United States -- a union that is en-
gaged only in representing employees for labor relations.

American investors need to be assured that the Arab boycott

will not adversely affect their operations. The Arab boycott

rears its ugly head from time to time. American companies
want to manufacture and sell their products in the Middle
East. They have choices as to where to open factories. If

a chief executive officer believes that the marketability
of his company's product will be diminished by having the
factory in Israel instead of an Arab country, the decision
may well go towards opening outside of Israel. It is impor-
tant to offset this problem by proving the values of selling
to the European Common Market, as well as the opportunities
that exist to sell Israeli manufactured products, duty-free,
to the US.

There must be a minimum of loss days due to strikes in Is-

rael. US executives prefer to operate where there are a min-

imum amount of strikes, not only within the private sector
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We need to provide considerably more information to American
companies as to how well other American companies perform in
Israel. We need to sell the fact that there is an expanding
number of American firms with facilities in Israel. These
include some of the top names in US business; 23 of them are
in "Fortune" magazine's 1list of the 250 largest industrial

companies.

As best that we can determine, the following is a partial
list of US electronics, computer and instrumentation companies
operating in Israel:

AEL American Electronics Laboratories, Inc.
Astronautics Corporation of America

AVX Corporation

Babcock Electronics Corporation

Bell Telephone Laboratories, Inc.

Celesco Transducer Products, Inc.

Computer Consoles, Inc.

Control Data Corporation

Designatronics, Inc.

Deutsch Electromechanical Industry

Digital Equipment Corporation

Electro Materials Corporation of America
Fibronics International, Inc.

General Dynamics Corporation

General Telephone and Electronics Corporation (GTE)
Gerber Scientific Instrument Company
Grumman Corporation

HCC Industries Ltd.

High Voltage Engineering Corporation
Hughes Aircraft Company

Information Magnetics Corporation (Infomag)
Intel Corporation

International Business Machines Corporation (IBM)
International Telecommunication & Teleprocessing, Inc.
Kulicke & Soffa Industries, Inc.

M/A-Com, Inc.

Mennen-Greatbatch Electronics, Inc.

Mennen Medical, Inc.

Modgraph, Inc.

Mica Corporation

Motorola, Inc.

Microwave Associates

National Semiconductor Corporation
Pentacom, Inc.

Phasecom Corporation

Raychem Corporation

Systems Engineering Laboratories, Inc.
Veeco Lambda Corporation

Vishay Intertechnology, Inc.

Wideband Data Corporation

Zenith Radio Corporation
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These came to $4.75b. Our plan deals with industry only.
Its foreign sales are due to go up by an average of 9 percent
annually, to reach $11.5b. by 1990, the minister said.

Chief accent is on the high technology branches, and that
means pushing the creation of new products based on 1local
research and development. The trend 1is reflected in the
figures. The growth-rate for electrical and electronic equip-
ment will be 12 percent a year.

If we take the entire sector of metals, electrical and elec-
tronic products, the rise will be from $1,250m. to $3,466m.
This sophisticated and science-intensive branch will account
by then for 40 percent of Israel's industrial exports excluding
diamonds. :

Diamonds are to expand more slowly by 7.5 percent, and textiles
at a lower rate still of 5 percent. But clothing should
rise by 8 percent a year, thanks to big strides made by the
fashion industry.

This high pace of industrialization will not happen by itself.
Needed is $900m. of investment per annum in the production

sector. At present one-third of our industrial exports are
original Israeli developments, based on an outlay of $80m.
a year on R&D -- half of it grants from the government.

We intend that the proportion of original Israeli commodities
should climb from one-third to 40 percent. That can be done
if R&D is stepped up from $80m. to $275m. by the end of the
decade.

All this represents considerable effort, since industry must
expand faster than other branches. Productivity will rise
and so will employment. The 9 percent yearly expansion of
exports will necessitate a 2.5 percent increase in manpower.
The number of industrial workers should augment from 300,000
in 1980 to 350,000 in 1983, attaining 420,000 by the start
of the nineties, according to Patt."

Unfortunately, there was a drop in exports in Israel in the

last half of 1982. Elisha Shahmoon, Chairman of the Israel Export
Institute and General Manager of Motorola Israel, reported that
the fall in exports was due to three main factors:

1

2)

The insufficient fall in the value of the shekel, expecia}ly
against the European currencies (see chart), thus reducing
exporters’ shekel income in relation to their foreign currency
receipts.

The fall in demand due to the economic recession in the indus-
trialized world.
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RECOMMENDATION #33 - WE NEED TO EXPAND THE FACILITIES OF THE

ISRAEL EXPORT INSTITUTE.

Israeli manufacturers who export products abroad belong to
an organization known as the 1Israel Export Institute. This
organization provides ongoing services to the exporters. In
past years, most efforts were directed to exporting to the European
markets. Now, however, there is a move towards exporting to the
US rather than to Europe because of the strong US dollar.

I recommend that the Israel Export Institute set up specific
training programs for its members to better acquaint them with
the US market. The Institute might well hire several Americans
who have a strong US marketing background and who live in Israel.
These consultants could be most helpful to Israeli companies
who have an interest in the US market. They could better prepare
them for their entry into the US market. 1In a number of cases,
they would discourage certain Israeli manufacturers from trying
to sell their products in the United States where they are not
adequately prepared and sufficiently financed.

The Export Institute could create ''fly-ins'" to the United
States, where Israeli chief executives or marketing personnel
would be brought to the United States for 10 days to two weeks
to visit technical institutions, corporations, etc. By being
on the ground floor in the United States, those who participate
in the fly-in would get an important indoctrination as to the
way the US market functions and how best to approach this market.

RECOMMENDATION #34 - THERE IS A NEED TO IMPROVE THE DESIGN OF

PRODUCTS MADE IN ISRAEL TO INCREASE THEIR MARKETABILITY ABROAD.

While many products manufactured in Israel are well-designed
for the Israeli market, this is not always true for the American
market. There must be a greater interchange of design engineers
between the US and Israel to increase the marketability of Israeli
manufactured products in the USA.

Israel might well take a page from the Italian book. ''Business
Week reports in an advertising section on Italy:

"Italian designers and engineers are directing their unmatched
talent for integrating form, line, color and the fupctlogal
toward creating elegant and practical surroundings in which
to live and work. They design appliances to make both these
endeavors more efficient and pleasant, automobiles, motorcycles
and aircraft that in some cases are practically hangcrafted
—- able to stand on their own as art, and they provide much
of the affluent world with clothes, jewelry and other accessor-
ies that honor the human form as did the Renaissance sculptors
of Florence.
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Italy has quietly become recognized as one of the great centers
for the rare combination of both esthetic and engineering
expertise. Clients who have turned to Italian creativity
to help them compete in an increasingly competitive world
include the International Business Machines Corporation,
which has brought in an Italian designer as a major consultant;
Sony, which has asked an Italian to design its new stereo
line; and Volkswagen and Renault, who both want their new
lines of cars to look Italian.

Besides supplying the world's industrial giants with styling
and - meaningful visual appeal, 1Italy sells a wide variety
of read-to-use products. Last year, Italian exports amounted
to $77.9 billion, a quarter of the country's Gross Domestic
Product. Of this, the United States' share amounted to $%4.3
billion. Germany, France, Scandinavia and the Arab countries
imported far greater dollar volumes.

The reasons North America doesn't avail itself of an even
larger share of the good things Italy has to offer, according
to the Italian Trade Commission, are America's lack of famili-
arity with what Italy can offer and the somewhat higher cost
of Italian products. To remedy this, the Commission has
set up Italian Trade Centers in six key cities in the United
States: Los Angeles, San Francisco, New York, Houston, Chicago
and Atlanta. .

The Center in New York, inaugurated in February, is the largest
trade center ever established in the US by a foreign govern-
ment. The 33,000 square foot complex at 499 Park Avenue
occupies four floors and costs $8 million a year to operate.
The lower level of the Center contains a 10,000 square foot
exhibition center for year-round showings of Italian merchan-
dise timed to appropriate market weeks in the United States.
Periodic showings of 1Italian footwear, fashions, leathers,
furs, ceramic tiles and other products from Italy are planned.

'We have an educating job to do in Italy and the United
States,' says Fauso De Franceschi, director general of the
Italian Trade Commission in Rome.

'To get to know the market, we are currently conducting re-
search in 10 different merchandising sectors,' De Franceschi
says.

To build up the American furniture market, Italy's National
Association of the Furniture Industry contracted a research
firm to conduct a $200,000 study on the furniture market
in the United States. Findings from the study are now being
disseminated to the Association's 700 member companies in
Italy.
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‘To launch our promotional program -- Atlanta was chosen
to handle the campaign because of its proximity to High Point,
North Carolina, the furniture 'capital" of the United States
-- we're going to bring a 30-year retrospective exhibit of
Italian design to the US that we presented in the State Museum
of Cologne in Germany,' said Antonin Azzarello, director
of the Italian Trade Center in Atlanta. The exhibition gives
a broad view of our most important designers, such as Gio
Ponti, Joe Colombo, Magistretti and Frattini.

We'll take it to New York, Chicago and other major cities.
We also plan to work closely with interior designers and
decorators and with editors of architectural and design maga-
zines. We'll hold seminars here in the US and we'll invite
them to Italy.

This month some 25 Italian furniture manufacturers are attend-
ing the furniture trade show, Neocon, in Chicago. 'They
are meeting with the people who can actually design Italian
furniture into new office buildings, condominiums and houses:
contractors, architects and interior designers,' said Giulio
Castelli, president of the National Association of the Furni-
ture Industry in Milan."

Israel needs to analyze the Italian program and adopt appropri-
ate steps to improve design of her products for the US market.

RECOMMENDATION #35 - THERE IS A NEED TO DEVELOP AN ADDITIONAL
FIVE LARGE TRADING COMPANIES.

In our work with Israeli companies, we have found that many
are unable to penetrate the American market because they are
unwilling to make the full commitment required in exporting to
the US. They do not possess adequate capital and their marketing
strength is inadequate. Many of these companies do not have
management that is sophisticated in terms of export. They do
not have adequate warehouse facilities in the US. They are unfa-
miliar with the US market in terms of distribution channels,
regional marketing, etc. They do not have the capital to maintain
inventory in the US.

There are several trading companies operating in Israel.
An additional five would substantially increase the flow of exports
from Israel. Private investors are needed to expand this program.
These trading companies would have a staff in Israel and in the
United States. The staff in the United States would consist
of Americans who are skillful in marketing. The Israelil §taff
would supervise production, quality controls, adherence to delivery
schedules, etc. These trading companies should provide the follow-
ing aids to affiliated manufacturers:
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1) Management Assistance: The trading company would supply
knowhow to the companies serviced im such areas as overall
management, quality control, pricing, packaging, catalog

development, new product development, etc.

2) Capital: The trading company would assist in providing,
either on its own or through assistance from various banks,
the necessary capital for work in process, new plant equipment,
inventory, accounts receivable, etc.

3) Automation: 1In order to be competitive, many Israeli manufac-
turers will have to become further automated. The trading
company will be in a position to provide this type of service
to their companies.

4) Marketing Services Abroad: The trading company will provide
sales and marketing efforts in foreign countries. The trading
company will have offices abroad and will develop appropriate
marketing strategies to sell the products of the sister compan-
ies. This eliminates the need for the sister companies to
open sales offices abroad.

It would appear that it would be best to go with the 'winners"
-- companies that have done exceedingly well in their own business-
es. Examples:

1) Tadiran, Israel's second biggest industrial enterprise, could
set up a trading company for high technology products.

2) Elscint could set up a trading company for medical instrumenta-
tion.

3) Elron, an industrial holding company, could set up a trading
company in advanced military electronics, commercial computer
applications, communications and factory automation, etc.

4) Israel Chemicals could set up a trading company to handle
various chemical products coming out of Israel.

5) Polgat could set up a trading company for apparel.
6) Clal and Koor are presently operating trading companies.

Hopefully, their work could be expanded to increase the exports
from Israel.

RECOMMENDATION #36 - WE NEED TO DOUBLE THE EXPORTS OF US COMPANIES

OPERATING IN ISRAEL OVER A FOUR-YEAR PERIOD.

US companies operating in Israel play an important role in
providing exports from Israel. These US companies have the poten-
tial for considerable export expansion, if the conditions 1in
Israel are conducive to expansion.
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I would urge that the appropriate agencies of the Government
of Israel call on each US company operating in Israel to help
design an expansion program with them. This will call for new
plant facilities, new equipment, added training facilities

all accompanied by appropriate grants and loans to make the
expansion attractive. It must be cost-effective for US companies
to expand in 1Israel rather than in other countries. It is to
Israel's benefit to interest these companies to expand in Israel
" through new and creative incentives.

RECOMMENDATION #37 - WE NEED TO ASSIST IN THE EXPANSION OF PRODUCTS

MANUFACTURED IN ISRAEL'S KIBBUTZIM.

Israel relies upon 360 industrial enterprises in kibbutzim
to expand the exports from Israel. Today, the income of approxi-
mately 300 kibbutzim is derived about equally from industry and
agriculture. The kibbutzim enterprises employ a total work force
of 17,500. Total exports from the kibbutzim in 1982 were approxi-
mately $200 million. Kibbutzim industries occupy a dominant
position in such branches of industry as plastics, metals, furni-
ture, plywood and canning.

There is a need to develop and expand marketing strategy
between the kibbutzim and US marketing organizations. Most kibbut-
zim are too small to have their own marketing organizations.
They are well equipped to manufacture products -- the marketing
should be left to a US marketing structure.

RECOMMENDATION #38 - WE NEED TO EXPAND THE MARKETING OF ISRAELI

TRADE SHOWS, CONFERENCES, SEMINARS, ETC.

Israel schedules many fine trade shows, exhibitions, confer-
ences, etc. that should attract worldwide attention. Oftentimes
there is not adequate information about these events in the USA.
In some cases sufficient time is not provided between the announce-
ment of the show and the event itself.

A task force should be appointed to review the program and
develop plans to increase attendance. At this moment a strong
effort should be made to launch Isratech May 1983. This is an
-important trade show displaying Israel's new technology. We
need to get many groups in the US to put together missions to
Isratech.
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RECOMMENDATION #39 - WE NEED TO ASSIST ISRAELI MANUFACTURERS

TO EXPAND EXPORTS IN TARGETED AREAS.

There are numerous well-developed products manufactured in
Israel that should capture a greater share of the- U§ market.
This requires targeted marketing in the US, or "fishing where
the fishing is best."

Areas of concentration for expanded marketing of Israeli
products in the US are as follows:

Electronics

There are over 100 electronics companies now operating in
Israel. Six may be considered major firms. Though the 25,000
people they employ only constitute about 8 percent of the nation's
industrial work force, this includes approximately 40 percent
of the total number of industrial engineers in the country. This
is a reflection of the high degree of advance technology and
know-how which characterizes production. The industry's major
divisions are the military, medical and industrial branches,
telecommmunications and control systems, computer equipment and
components. Each of these areas offer large potential for expanded
exports.

Computers

Israel is one of the most highly computerized societies in
the world. Most of its computers are concentrated in the manufac-
turing sector. In the home and the small business sector, Israel
lags somewhat behind Europe, and quite a bit behind the US.

Software

Israel's computer industry must concentrate its efforts on
the creation and export of software systems. Israel’s small
local market and the 1intensive competition among the world's
hardware manufacturing giants makes software production the only
logical path. Such a direction also best suits what is generally
considered Israel's appropriate program of industrial development
with its emphasis on high value added products in which the manu-
facturing content is low. Israel's programming is at the interna-
tional standard. The challenge is to commercialize these abili-
ties.

After many years of preparation, Israel's computer software
industry is now growing into an increasingly important exporter.

Mashov, Ltd., a leading firm in the field has' announced the
sale of 20 of 1its hotel reservations and guest registrations
of software packages to a major customer in the United States,
a deal reportedly worth more than a quarter of a million dollars.
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Architectural Computer Aids Ltd. of Tel Aviv reports having
sold a §$200,000 computer-aided design program which simplifies
and speeds preparation of detailed construction plans, to a London
firm, the first transaction in a $3 million package. And a third
firm, Ariely Programming and Computers of Tel Aviv, says it has
concluded an agreement with a major US company for the distribution
of its software package for printing firms.

We need to develop better marketing strategy to assist Israeli
software manufacturers to penetrate and serve the US market.

Medical Instruments

Israel's healthcare industry has earned an international
reputation for its development, production and export of high-qual-
ity, innovative equipment and supplies for hospitals, laboratories
and treatment facilities.

There are over 100 Israeli manufacturers who manufacture

a wide range of products including: advanced micro-computer
supported products for critical-care applications; care-oriented
modules; electro-medical instruments for <clinical diagnosis,

treatment and research; nuclear medicine and laboratory instrumen-
tation; cryogenics and vacuum systems; miscellaneous instruments
and equipment for diagnosis, nursing and treatment; laboratory
equipment; orthopedic devices and artificial organs; optical
equipment; dental equipment for laboratories and treatment.

Elscint Ltd. of Haifa is a world leader in nuclear imaging
equipment. Their CAT (computerized axial tomography) scanners
have captured a sizeable portion of the American market. Essenti-
ally, these computerized machines make it possible to see inside
the body. They survey data about the body and convey information
on the function of organs to TV monitors for rapid analysis.
Although competing against giants in the international market,
Elscint's sales for the year ending March 31, 1983 increased
to S110.3 million from $71.9 million for the previous year.

Elscint announced that it has signed two contracts, one for
15 and the other for 22 whole-body CAT scanners. The first con-
tract, with Transmobile Nuclear Corporation of Cleveland, is
for 15 of the medical body-scanner units, to be mounted on vans.
The units will be delivered before July 1984. This order totals
§11.4 million.

The second contract, with the Imaging Network of America
of Salt Lake City, is for 22 wunits. This contract specified
a blanket agreement for ordering and delivery beforg March 31,
1985, with a total value of $10.8 million to $19.6 million, depend-
ing on the configurations to be selected.

Israel has also been a pioneer in laser surgical instruments.
Laser Industries 1is the world's leading developer, manufacturer
and marketer of carbon dioxide laser systems for freehand and
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microsurgery. Of every 25 CO-2 lasers in use in the US, it is
estimated that 17 are Laser Industries. The device, which takes
the place of a scalpel, allows surgeons to_ destroy and cut tissues
selectively and precisely with minimum blood loss -and maximum-
sterility. The laser units can be used for neurological, recon-

structive and gynecological surgery.

Telecommunications

One of the strongest areas of electronics for industry is
telecommunications, an area in which Israel excels in sophisticated
and unusual equipment -- and exports. Tadiran Israel Electronics
Industries and Electronics Corporation of Israel (ECI) were recent-
ly awarded the coveted Rothschild Prize for advancement in communi-
cation technology.

Tadiran was signaled out for its development of Shamir, a
tactical radio connection in which the sender can switch frequen-
cies at will to avoid enemy interference. The firm is Israel's
leading electronics manufacturer, supplying both military and
civilian markets at home and abroad with sophisticated electronic
equipment. Tadiran's 1982 sales approached $400 million.

ECI was recognized for its telephone line doubler, in which
the number of telephone conversations carried on the same line
can be multiplied by wusing a computer to exploit the natural
pauses in speech.

Telrad, a division of 1Israel's giant Koor Industries and
the country's leading manufacturer of telephones and related
equipment, projects $25 million in exports for 1983. 1Its leading
product now is its Key BX automatic business telephone exchange.
This system's advanced features include a memory of up to 160
numbers, conference calls and the automatic transmission of record-
ed messages. Marketed so far solely in the US, the Key BX has
won great popularity here.

Solar Energy

The solar energy field has, in recent years, become a major
growth sector in Israeli industry. Israel is a world leader
in this area, and as a result, solar energy systems for buildings
of all types have become an important export item.

Various methods of solar absorption and collection are avail-
able today, and these are linked into systems which range from
water heating installations for private homes and swimming pools
to sophisticated systems for large scale buildings like apartment
blocks, factories, hospitals, hotels and other institutions.

Apart from water heating, several systems have been developed
for space heating, to power central air conditioning units and
to supply other energy needs, including those of industry.
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According to estimates by the Ministry of Energy, 11 percent
of Israel's energy needs in the year 2000 will be met by solar
energy. Of this, 12 percent will come from passive energy, direct
absorption not using collectors, 30 percent from flat plate collec-
tors, another 30 percent from concentrating collectors producing
industrial process heat, 16 percent from photovoltaic systems
and another 12 percent from solar ponds generating electricity.

An exciting new project, also a world first, is the Dead
Sea Solar Pond project, initiated by Dr. Harry Tabor of the Hebrew
University, who has been called the '"father of solar energy"
in Israel. - The project centers around a 7,000 square meter pond
at Ein Bokek, probably the 1largest solar collector anywhere,
which wutilizes the large temperature differential between lower
and upper levels of water to generate steam, which then drives
an electric turbine. If the present experiments prove the system
economically feasible, ponds with a potential of 2,000 MW will
be installed on the Dead Sea by the end of the century.

Recently an agreement for the construction of a 15 MW solar
power electricity generating plant in California has been finalized
between Luz International, Ltd. of Jerusalem, and the Southern
California Edison (SCE), one of America' s most progressive public
utilities. The plant will draw its energy input from computerized
solar steam generating modules, developed and manufactured by
Luzs' experts.

It is reported that the Luz solar generating plant to be
built in Southern California will have a total collector area
of 125,000 square meters (approximately 1.3 million square feet),
installed on a 100 acre site provided by the power company. Most
of the equipment for the project will be fabricated in Jerusalem.
Total cost, including fabrication, installation and all necessary
on site work, has been estimated at some $100 million.

Like other Luz systems already sold to several industrial
firms in the United States, the present project also will be
financed by a group of private investors, and operated by a Luz
subsidiary. Those investors in effect form a "utility," which
is eligible for significant tax benefits, by virtue of the oil
savings it realizes.

Southern California Edison will not need to master the technol-
ogy of operating Luzs' solar system. In fact, its only obligations
are to provide a plot of land for the collector array, and to
buy the power produced over the next 30 to 40 years, at a price
which always will be substantially less.than that of e1ecFr1C1ty
from alternate conventional sources. Reportedly that price has
now been pegged at 22 cents per kwh, about 10 percent below the
present cost of SCE's own marginal peak production.
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After its completion, in more than three years, the Luz sys-
tem's total output will be 15 MW -- enough to cover the needs
of some 8,000 California households. However, the plant will
begin to produce power long before its 1985 completion date.
Intermediate stages call for the production of 3 MW at the end
of 1983, and of 9 MW some time in 1984.

We need to .attract the following US companies involyeg .in
solar energy to conduct R&D or open manufacturing facilities
in Israel:

Acurex Corporation of Palo Alto, California
Chronar Corporation

Energy Conversion Device of Troy, Michigan
Energy Materials Corporation

Honeywell

IBM

Arthur D. Little

Mobil-Tyco Energy Corporation

RCA

Solarex Corporation

Sunmaster Corporation of Corning, N.Y.
Suntime Corporation in Bridgton, Maine

The Southwall Corporation of Palo Alto, California
Texas Instruments

Westinghouse

Desalination Plants

Israel has developed great expertise in the design of desalina-
tion plants. It has been reported that drinking water for 55,000
people in the US Virgin Island community of St. Thomas is now
supplied by a low temperature desalination unit, built and install-
ed by Israel Desalination Engineering Ltd. A second IDE plant,
on nearby St. Croix, will cover the needs of nearly 30,000 inhabi-
tants there.

Both installations wutilize inexpensive low temperature heat
sources. The needed energy is supplied almost entirely by 70
degree C (less than 160 degree F). exhaust steam from nearby genera-
ting stations, which until now was simply vented into the atmo-
sphere.

It was reported in the "Jerusalem Post' that the Bechtel
Corporation, one of the world's largest construction firms, which
at present is carrying out projects worth $15 billion in Saudi
Arabia, recently assessed the methods used by Israel Desalination
Engineering (the Zarchin process) as the most advanced in the
world. Nathan Berkman, head of Israel Desalination Engineering,
stated this at a press conference.

Berkman thinks that some of the Israeli-made units are func-
tioning in Saudi Arabia, but not through Bechtel. He believes
that they reached Saudi Arabia as an offshoot of the knowledge
the Americans acquired as joint financiers of the Ashdod plant.
The plant cost $27 million to construct and produces 20,000 cubic
meters of sweet water a day.
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Berkman said that the Israeli system was the cheapest in
the world, producing a cubic meter of water for 70 cents and
that this would soon be lowered to 60 or even 50 cents a meter.
(The original process as developed by Alexander Zarchin, who

is now retired and 1living in Tel Aviv, was not used. Rather
two other methods, '"multi-effect distillation,'" which uses steam
and '"vapor compression,' which uses electricity, were being sold.)

So far, 1Israel Desalination (which was acquired from the
government by Israel Chemicals early in 1982) had sold plants
to five Latin American countries, to Spain and to Italy. The
biggest project so far was three plants for the Virgin Island,
each costing $5 million, with another three smaller plants, each
costing about $3.5 million now being installed. The latter three
had originally been ordered by Iran before the revolution.

Furniture

Furniture today is one of Israel's fastest growing consumer
exports, and Israeli furniture manufacturers are making a concerted
effort to penetrate the international, and especially American,
market to an even greater degree.

There are currently more than 1,500 separate furniture enter-
prises in Israel, ranging from the small scale carpenter to large
factories. But only about 30 of these, medium and large companies,
are engaged in export, and are responsible for Israel's total
furniture exports of $15 million in 1981 -- primarily to the
UsS.

Agricultural Products

Today, Israel grows an astounding array of crops. In fact,
with the exception of wheat, meat and sugar (all partially import-
ed) and food and grain oils (fully imported), modern Israel
has achieved self-sufficiency in food supply and has emerged
as a major exporter of fresh and processed foods. Last year,
Israel exported well over $1 billion in food, beverages and agri-
cultural products to the four corners of the globe.

In the near future, ornamental plants will constitute a greater
share of 1Israel's total farm exports. Already one of Europe's
main suppliers of flowers during the winter, Israel expects to
achieve a similar marketing position in ornamental plants within
a few years. Products derived from organic agriculture are also
increasing in importance in response to changing tastes of consu-
mers everywhere. Cotton, peanuts and crop seeds are other products
which add to Israel's year-round variety of fresh exports.

Processed Foods

While fresh agricultural produce is still the industry leader,
Israel's processed food exports are gaining rapidly. In 1981,
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Israel exported close to $350 million in processed food, mainly
to the United States and Europe, an indication that Israel's
food industry is geared to the needs of the most sophisticated

markets in the world.

Fifty varieties of non-citrus fruits and vegetables are market-
ed abroad under the 'Carmel” label.

Poultry products are another substantial export, with turkey
products particularly successful, because of their widely appreci-
ated qualities of being non-fattening and having a low albumin
content. Goose livers and meat have become an export specialty
alongside smoked, roasted and frozen poultry.

Other important processed food exports are: dehydrated vegeta-
bles for soups and other purposes; prepared and frozen foods;
wines and spirits; chocolate and sweets; pasta and baked goods;
spices and additives; o0ils; snacks and many other categories
of products designed to please the most discriminating palates
of modern consumers everywhere.

Aviation

Sophisticated tramnsportation equipment and services are today
a major Israeli world export. Aviation accounts for the bulk
of these exports, and in recent years, Israel has won international
recognition for its aviation-aerospace products and the rapidly
growing services it supplies.

Most of the credit goes to Israel Aircraft Industries Ltd.
which from a modest beginning as a repair and overhaul station,
has grown into a 25,000 person, multi-unit organization now recog-
nized as a major contributing member of the world's aviation

community.

IAl's well-known Westwind series of executive (business)
jets has captured about 27 percent of the entire world and US
market. More than 225 have been delivered in the less than five
years the Westwind has been in production.

IAI also manufactures the Arava STOL passenger transport-cargo
plane, described as a ''rugged versatile aircraft, designed for
maximum capability with minimum maintenance;" the Sea-Scan maritime
surveillance plane and Scout Mini, remotely piloted vehicle.

The successor to the Westwind, the swept-wing Astra, will
be introduced to the market later this year. According to its
designers, the Astra 1125 is 'the executive jet of the future"
whose ‘"supercritical" wing will give greater range, altitude
and speed than the Westwind jet it is to replace. The Astra
will feature intercontinental range, mach 0.8 cruise speeds and
exceptional fuel efficiency, while maintaining the Westwind's
economical life-cycle costs.
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Besides manufacture and export of aircraft, IAI, its subsidi-
aries and other Israeli aviation manufacturers export components
to the world's leading companies in the field, often on a subcon-
tracting basis. In addition, skilled services, including overhaul,
maintenance, retrofit, precision machining and finishing and
testing are offered to many foreign airlines.

Apparel

The apparel industry is continuing to develop by stressing
export quality products. Approximately 30 percent of the indus-
try s output is already exported, a direct result of the deliberate
strategy to produce to the demanding standards of sophisticated
overseas markets.

Industry analysts predict record exports for 1983, thanks
partly to improved international economic conditions; to technolog-
ical advances within the industry; and to buyer identification
of Israel as an important resource for medium-price fashions
of high quality and standards and sophisticated design. A recent
agreement with the US under which certain Israeli textile imports
are eligible for reduced duties, is expected to have an extremely
positive effect on the US market.

Some 90 percent of Israel's ready-to-wear and textile exports
at present go to Europe, most of the balance to the US. Britain
is Israel's foremost fashion customer; with West Germany second;
France third; and Holland fourth.

While there are some 1,500 companies which manufacture textiles
and clothing in Israel, only about 300 are involved in export.
Of these, about 100 manufacturers -- ‘who cover virtually every
ready-to-wear merchandise category, every price and style range
-- account for the bulk of Israel's fashion export. And 10 large
companies account for fully 50 percent of the industry's foreign
trade.

As is the case in other advance countries, these 1leading
concerns are vertically integrated operations whose activities
cover all phases of production from the processing of raw materials
to the manufacture of intermediate products and then final goods.
Moreover, these firms are equipped with state-of-the-art machinery
which enables them to achieve the highest production standards
and maximum cost efficiency.

Metals

Cenerally speaking, the metal industry encompasses four dis-
tinct divisions. In basic, metals, Israel's eXports 1nc19de
pipes and the varied production of iron and steel industries
and foundries as well as that of non-ferrous metal plants. A
second category covers a wide array of manufactured hand tools,
plumbing fixtures of kitchenware, and air conditioning to

furniture.
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Istrael's industrial machinery and equipment manufacturers,
who comprise a third distinct division, have achieved a degree
of quality and diversification on a par with the most §dvanced
nations. In this field, the rich assortment of products includes
irrigation and control equipment, valves, pumps, heat exchangers,
notching, punching and folding machinery, fitting of all sorts,
tools and bits, discs and molds -- just to name a few. Indeed,
the branch fills the needs of numerous specialized industries
such as metal working, electronics, chemicals, agriculture and
food processing, construction and engineering, material handling
and many more.

The metal industry's fourth branch manufactures and exports
sophisticated transportion equipment and parts for air, sea and
land use -- a field of activity whose foreign sales have more
than doubled since 1977. 1In addition, export derived from subcon-
tracted general machining and the construction of complete metal
industry plants are beginning to account for an impressive share
of overall foreign sales.

Plastics

In the plastics branch, a great part of production for export
is based on modern injection-molding techniques. An especially
significant share of total output consists of various types of
irrigation and agricultural equipment innovated in conjunction
with agricultural development. Recognized as the most advanced
in the world, these products are exported around the globe and
have earned Israel's plastics industry an outstanding international
reputation.

At the same time, the expansion of exports has been connected
to developments in packaging. The building trades are also major
consumers of plastics from Israel, as are such other fields as
agriculture.

The rapid growth of Israel's plastic industry is one of the

country's outstanding achievements. Today, that industry is
world-renowned for its advanced technology, product quality,
uncompromising precision and guaranteed delivery dates. Several

hundred plants located throughout the country manufacture virtually
thousands of products in the fields of agriculture, industry,
construction and defense. And the plastics industry, which started
out in Israel to seek substitutes for the vital natural resources
Israel lacked, exported over  $60 million worth of products in
1981 -- mostly to developed countries with highly demanding stand-
ards.

Israel currently exports a broad range of finished products
and raw materials as well. The main objective over the past
decade has been to specialize in the manufacture of sophisticated
products based on polyethylene, PVC and polystyrene. Recently,
the fastest growing field has Dbeen packaging. Irrigation
components and an unusual plastic sheeting are other outstanding
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exports. New developments in solar energy research have resulted
in the pioneering of revolutionary solar collectors made entirely
out of plastic.

Chemicals

Exports of chemical products made in Israel continue to expand
rapidly. '"'Israel Business'" reports:

"Tradition has it that 1Israel is a land devoid of natural

resources. This assertion, of course, is false: although
not blessed with some of the world's better known types of
mineral wealth, this is not a poor land. Geologists have

not yet fourrd significant deposits of coal, iron ore, gold
or oil, but they have located other sources of wealth, with
which human intelligence and labor can do wonders, to produce
prosperity for the country's inhabitants.

The Dead Sea, with its vast wealth of dissolved minerals,
is only one such 'deposit.' In addition, there are large
reserves of phosphate rock, in different parts of the Negev;
there are immense quantities of salt; there is a variety
of sands and clays; there are great deposits of oil shales,

waiting for new technologies to make their exploitation feasi-
ble.

During just over three decades of Independence, Israel already
has done a great deal to utilize this great potential wealth.
Large and flourishing enterprises have been developed, to
extract minerals from the soil and the Dead Sea brines, and

to convert them into commercially viable products. These
ventures are engaged in a never-ending process of development
and growth.

The projects now already in progress suggest further growth
will take place in the next few years, as a world hungry
for food eagerly buys the fertilizers and plant protection

chemicals produced in Israel. By 1984/85, say present fore-
casts, Israel Chemicals' exports should reach the $600 million
level."

Pharmaceuticals

The 1Israeli pharmaceutical industry has grown to more than
30 companies which employ some 3,000 people. The combined sales
of the industry have been growing over the past five years at
a rate of 5 to 10 percent per year in real terms, to about $105
million inm 1982. Israel's pharmaceutical exports have nearly
doubled over the past five years, from $25 million in 1978 to
$45 million in 1982.

The key to the industry's dramatic growth, like comparable
achievement in other Israeli high technology industrial sectors,
is R&D. Israeli firms are currently developing a new generation
of pharamaceutical products, such as advanced antibiotics, human
diagnostics and medical instrumentation, and interferon-related
treatments, as well as cardiovascular agents, and anti-cancer
drugs with lower toxicity and improved efficacy.
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Irrigation Technology

Because of its special conditions, Israel has emerged as
a world leader in developing modern technology for water supply
and distribution. Since Israel s water resources are so-limiteq,
they must be managed for maximum efficiencx -- espec1a11y in
light of enormous fuel prices for pumping and distribution.

As a result of its breakthroughs, Israel has not only been
able to increase its total irrigated area substantially and cost-
efficiently, but has become a major exporter of irrigation equip-
ment and systems.

One revolutionary innovation has been the method of drip
irrigation which brings water directly to plant root systems
through carefully placed flexible tubes and specially designed
trickle fittings.

Another Israeli innovation involves computer-controlled irriga-
tion systems in which everything is automatic; a method which
can be used for both sprinkler and drip irrigation networks.

There are numerous other irrigation control and regulating
devices, including systems in which shut-off is automatic when
a pre-set volume of water has flowed through a meter; and modular
solid-state electronic controls which may be connected to water
meters with electrical output to achieve a simple remote reading.

Cﬁemigation, the supply of chemicals through irrigation systems
to improve yields, is also viewed as a crucial development for
the future.

Robotics

Robots have been targeted as a special growth area by Israel's
Chief Scientist, with S40 million earmarked for investment in
robot development in Israel in the next few vears. At present,
Israel has 22 industrial robots, compared with 16,000 in Japan,
7,000 in the US and 4,000 in the rest of the world. But a concert-
ed effort is underway on many fronts. Technion, Israel's techno-
logical institute, has established a robotics laboratory toward
creating an Israeli capability in the field, and is already in-
volved in 10 specific robotics research projects. 1Israel's highly
trained manpower, know-how in electronics, control theory, computer
software and hardware and image processing are expected to provide
a head start for the fledgling robotics industry.

The development of a second generation welding robot is the
aknowledged goal of a major R&D project, now underway at Elco
Robotics Ltd., with the support of the Chief Scientist's office,
in the Ministry of Industry and Trade. Elco Ltd., parent firm
of Elco Robotics, is an experienced manufacturer of transformers
and other large scale power distribution equipment; it is now
diversifying its activities into several high technology fields,
including robotics.
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Professor A. Lavie, Chief Scientist of Israel, believes that
Israel can successfully compete with the US and Japanese giants

in two main areas: ''clever robots with multiple senses and robots

for use in agriculture.” He also believes that many spin-offs

from the defense industry will result and that these will play
an important role in Israel's robotics industry.

RECOMMENDATION #40 - AN ADDITIONAL NUMBER OF ISRAELI COMPANIES

NEED TO PRODUCE OFFICE AND HOME COMPUTERS.

There is an information explosion in the USA. It is reported:
millions of new jobs will be created in the USA in information
systems. They will be so different that today's laid-off workers
will be hard pressed to fill them. The net outcome will be more

jobs, probably better jobs at better pay. Companies are now
moving to integrated office and factory systems with hierarchies
of computers and robots. The number of robots will grow from

a few thousand to an estimated 100,000 by 1990, and the number
of electronic work stations from four million to 25 to 30 million.

"Nation's Business (USA)'" reports:

"There are about 50 million white-collar workers and only
4% on electronic equipment, according to Data General, a
manufacturer of small computers. The estimate for 1985;
computers on 15% of office desks. International Data Corpora-
tion, a research and consulting firm, says that in 1981,
for the first time, 1 million computer systems were shipped

by US manufacturers. In 1986 the number will reach 5.9 mil-
lion, and the growth of desktop computers will be 'staggering.'
Another prediction: SRI International, a research firm,

says that what it calls 'electronic work stations' will outnum-
ber electric typewriters in offices by the end of the decade.

There is general agreement that a big percentage of office
computers will be networked in the years ahead. That means
that desktop computers, word processors, central data libraries
and electronic printers will be linked by wire or cable.
Information can then speed from machine to machine within
one office building or between office and factory. The reason
for all these predictions of dazzling computer growth is
simple. America's white-collar payroll totaled US $1 trillion
last year. Companies believe the computer can give them
more productivity for all those dollars.

This phenomenon should carry over into Israel where there
is demonstrated capability to design new products to meet
the increased demands for computers in the years ahead.
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RECOMMENDATION #41 - ATTENTION SHOULD BE DIRECTED TOWARDS EXPAN-

SION BY ISRAELI COMPANIES INTO WORD PROCESSING.

Israeli companies have effectively developed computer hardware
and software. Attention should now be directed to word processing.

"Nation's Business (USA)" reported:

"Relatively few US companies are working hard on improving
office productivity, according to the American Productivity
Center in Houston, Texas, but those that are doing so have
scored significant gains. The chairman of the Center says
that 'companies with 1in-place office productivity efforts
show an average gain of 9.5% in effectiveness and efficiency.'

If procedures used by the 99 companies studied were universally
applied, more than US $95 billion could be saved each year,
according to a study by Steelcase, a manufacturer of office
furniture systems. Reflecting that office electronics is
still concentrated on clerical and secretarial tasks, the
companies said word processing, which eliminates retyping,
is the 1leading contributor to improved productivity. 55%
of the firms plan to extend their productivity programs to
reach more workers. By 1990 this kind of effort will pay
off in a time savings of 13% for salesmen, 14% for managers
and 25% for professionals.

Boosting office workers' productivity is crucial because
they comprise 53% of the workforce today and may approach
65% as early as 1985. Although the number of office workers
in the US 1is gigantic, the capital investment per worker
is still relatively small -- US $2,500, compared with about
US $23,000 per manufacturing job.

We need to determine how Israel can become a major factor
in the production of word processing equipment.'

RECOMMENDATION #42 - WE MUST ASSIST IN THE DEVELOPMENT AND MARKET-

ING OF PRODUCTS DESIGNED BY THE ISRAEL AIRCRAFT INDUSTRIES.

From every vantage point, Israel Aircraft Industries (IAI)

is Israel's premier enterprise. The mammoth company offers 350
military and civilian products and services, employs 22,000 skilled
scientists, managerial specialists, practical technologists,

as well as highly trained production workers, occupies approximate-
ly 500,000 square meters of built-up area, and had a budgeted
turnover of S$1.4 billion for the 1981/82 fiscal year, for which
its anticipated exports are $/00 million.




73

IATI markets its combined and integrated defense systems in
50 countries throughout five continents and devotes millions
of dollars to research and development. Moreover, it is an inter-
national innovator and leader in a number of key air and sea
defense systems.

Since 1953, IAI has achieved an established record for re-
search, design, engineering, test, manufacture and service, offer-
ing high quality performance in virtually every phase of tri-space
defense systems. Civil and military aircraft, sea-to-sea weapon
systems, patrol boats and missile crafts, multi-mission combat
vehicles, tri-space radar systems, communication and navigation
systems, industrial and shipborne monitoring and control systems,
microelectronics, computers, computerized communications and
control systems, flight control systems, total civil and military
aircraft support, security systems, industrial test and maintenance
eqiupment, and training simulators basically delineate the major
fields of IAI activity.

We need to determine how we can assist IAI in marketing these
products in the USA.

RECOMMENDATION #43 - THE VARIOQUS ISRAELI RESEARCH CENTERS SHOULD

COMBINE THEIR MARKETING ACTIVITIES.

Israel's research institutions are well-known and highly
regarded. Israel research organizations have their own marketing
organizations and operate on their own. The Hebrew University
has the Yissum Research and Development Company, Tel Aviv Univer-
sity has Ramot, and the Weizmann Institute has Yeda, to name
only a few such companies. They seek to find investors and markets
individually. There needs to be a total marketing strategy for
the sale of this research. A privately funded organization with
staff both in Israel and in the United States, could effectively
market the products developed by Israel's research facilities.

RECOMMENDATION #44 - THE BRAINPOWER OF ISRAEL MUST BE USED 1IN

THE DEVELOPMENT OF MORE CONSUMER PRODUCTS FOR EXPORT SALES.

Many Israeli manufacturers of industrial goods have effectively
introduced unique items into the American market. Unfortunately,
the brainpower of Israel has not been built into the manufacture
of many consumer items. Substantial exports could be affected
by applying Israel's brainpower into consumer goods products
as is the case for industrial goods.




74

RECOMMENDATION #45 - THERE NEEDS TO BE A MUCH GREATER ACCEPTANCE

OF THE LABEL "MADE IN ISRAEL."

We have found in many instances that the products designed
in Israel are not acceptable by many American buyers. They.are
not comparable to the products designed in Italy, France, Scandina-
vian countries, etc. -

It is proposed that we bring the best design brainpower to
Israel to establish a line of products that will have widespread
acceptance under the label, "Made in Israel.”

At the present time, products by and large carrying the label,

'""Made in 1Israel," do not have any specific attraction in the
American market. There are a few buyers who seek out products
made in Israel. 1Israel needs to bring in top-flight designers,

buyers, marketing specialists from throughout the world to develop
unique lines such as Cardin, Levis, Jordache, Adidas, etc.

Israeli designers ought to be working on the Cuisinarts of
tomorrow, the talking games, etc. Israel cannot and should not
be relegated to being copiers. 1Israel has the capacity and needs
to be the innovators of unique product lines to give great meaning
and acceptance to the label, '"Made in Israel." We should utilize
the design skills of artists and design personnel in Israel.
In addition, we should bring in people from outside Israel to
help establish an exciting and unique 1line of products under
the label, '"Made in Israel."

RECOMMENDATION #46 - WE NEED TO DEVELOP "BUY ISRAEL" WEEKS 1IN

MAJOR US COMMUNITIES.

The American-Israel Chamber of Commerce of Florida has designed
a program which they refer to as ''The Big Idea.' Barry Schreiber,
Chairman of BIG Week, describes this program as follows:

"Most of us are aware that Israel exports bathing suits,

chocolates, citrus and gold chains. An increasing number
know that 1Israel has made tremendous inroads in the high
technology sectors. But few are aware of the incredible

array of consumer, industrial and hi-tech products that Israel
today produces and exports to the United States.

Even when purchasing Israeli products, buyers today are often-
times unaware that they are doing so -- from automotive parts
to lawn sprinklers, from electronic equipment to wall units.
They are probably similarly unaware that the American-made
shoes they are wearing were sewn on an Israeli-made machine;
that the private jet in which they have flown is Israeli-made;
and that the laser used in the surgery they just underwent,
was developed and made in Israel.
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Friends of Israel who wish to 'buy Israeli' whenever possible
will have to be continually alert for Israeli-made merchandise
of all types, to look for and request products made in Israel
for all their needs.

Even though we have witnessed a tremendous increase in Israeli
goods available in Florida in the last couple of years, it
is still only the beginning. We have every confidence that
Floridians will in the future experience an unprecedented
selection of attractive, high-quality, innovative products
made in Israel.”

We can take a page from the book of the British-Israel Chamber
of Commerce in promoting the month of May as '"Buy Israel Goods"
Month. It was reported in the '"Jerusalem Post'" that:

"A major promotion of Israeli goods will take place in Britain
throughout the month of May. Sponsored by the British-Israel
Chamber of Commerce, the promotion is being launched under
the slogan, 'BIG (Buy Israel Goods) Month.' It follows the
successful 'BIG Day' of 1981 and 'BIG Week' last year.

The main emphasis of the month will be on Israeli food exports
to Britain, which play a large role in the 500 million pounds
sterling (IS 3.5 billion) worth of trade between the two
countries. Demonstration and tastings will be held in selected
supermarkets and smaller stores throughout the country, where
posters bearing the slogan, 'Put on a happy taste -- the
taste of Israeli foods,' will be displayed.

Travel and tourism will also play a prominent role in 'BIG
Month,' which is being organized by a committee under the
chairmanship of Monty Sumray, chairman of the British-Israel
Chamber of Commerce."

RECOMMENDATION #47 - WE NEED TO DEVELOP WITHIN MAJOR US CITIES

A BUYING INFLUENCE DIRECTED TO THE PURCHASE OF ISRAELI PRODUCTS

ON A YEAR-ROUND BASIS.

Many potential purchasers of Israeli products report: "I'd
like to buy products made in Israel, but I can't find them on
the shelves in the stores where I buy food and clothing. How
do people go about finding products that are made in Israel in
their local stores?"

This is a problem that is of concren to many people, particu-
larly those that live in the Middle West and in the South and
Far West. Oftentimes, Israeli products are sold on the East
Coast and are not made available to buyers in other parts gf
the country. The best way to get products into the stores 18
for a group of people in a community to talk to the management
of local stores and ask that they put in a line of Israeli foods,
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apparel, etc. If the demand is there, the store managers will
make contact with the necessary wholesalers who handle Israeli
products and stock them on their shelves.

"I understand that your organization has encourageq communi-
ty leaders to prepare a registry showing where Israeli products
are on sale. How does this program work?"

We should encourage community leaders, primarily through
local federations, to survey the community to find out where
Israeli products are being sold. Once this information is ob-
tained, it should then be printed either in the Anglo-Jewish
press, or a separate booklet prepared, that will serve as a ready
reference for indivivduals who want to buy products made in Israel.
This is not a difficult project to develop. It can be done by
any local organization that is interested in promoting the sale
of Israeli products.

RECOMMENDATION #48 - THERE IS A NEED TO DEVELOP A PROGRAM TO

PICK UP UNUSED RECIPROCITY COMMITMENTS.

We need to develop a program to fulfill the '"buy back"
agreements which many American companies have with the Israeli
government -~ particularly in the Defense Department. 1 believe
that one of the most important ways of expanding Israeli exports
is by getting American companies to live up to the commitments
they made when they sold products to Israel.

The American companies agree to purchase from Israeli
manufacturers, on a best effort basis, an amount equivalent to
15 percent of the purchase price of the items sold to Israel.
We have been advised in our discussions with Israeli government
officials and business leaders that there is over $800 million
of unused reciprocity agreements. What better way is there for
us to help increase the exports from Israel to the United States
than getting American companies to buy products from Israeli
manufacturers.

RECOMMENDATION #49 - THERE IS NEED FOR ISRAELI COMPANIES TO MOVE
INTO THE AREA OF EXPORTING SERVICES.

Israel possesses a considerable amount of know-how that is
exportable to other countries in developing facilities. A good
example of this is Koortrade. In an article in the '"Journal
of Commerce'" (February 24, 1983) it was pointed out by Amir Segev,
head of the International Projects Division of Koortrade, that:

"We began working some time ago on the basic assumption --
which has proved true so far -- that it is getting harder and
harder to sell products as such, especially in the Third World.
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We know that these countries are in a hurry to modernize,
and even if they have the skills to fit together the various
parts of the jigsaw puzzle called a project, they wanted
outside help to speed up the process.

On our part, he said, we saw a chance, not only to sell indivi-
dual products from Israel, which we would supplement with
goods we could obtain abroad through one of our 40 offices
scattered throughout the world which are commercial barometers
of the countries where they are found, but also to supply
the preliminary feasibility study, the planning, the economic
and technical know-how, setting up the project, getting the
project into production, training the local personnel, managing
it until it functioned smoothly, and even 1longer; and if
necessary, doing everything possible for the host country
to get a financial package together."

So far, scores of requests have been received for more informa-

tion. Some projects are in various stages of development. How-
ever, due to various considerations, Mr. Segev is willing only
to reveal the 1location of four: a poultry ranch in Nigeria,

cotton plantations in Jamaica and Swaziland, and a seed and vegeta-
ble farm in Mexico.

RECOMMENDATION #50 - THERE IS NEED TO DEVELOP A PROGRAM TO MARKET

TECHNOLOGIES DEVELOPED BY THE ISRAEL ARMAMENT DEVELOPMENT AUTHOR-

ITY.

The following program has been included in Region 2000 and
offers commercial possibilities for export to the United States:

"RAFAEL, which is the Hebrew acronym for 'Armament Development
Authority,' the largest R&D organization in Israel, is entrust-
ed with the development, production and supply of complex
weapon systems to the IDF. RAFAEL has a workforce of 6,000
people, out of which 2,000 are engineers, including 300 PhD's.
The rest of the staff are mostly diplomaed technicians.

RAFAEL is unique in having under one roof almost every disci-
pline in the area of modern technology: from explosives
and rocket propulsion to computers, software, signal proces-
sing, etc. RAFAEL 1is also engaged in basic technologies
like composite materials, metallurgy and solid-state technol-

ogy.

In July 1981, the Government of Israel decided thaF RAFAEL's
potential should be used to advance the country s economy
and not be limited to the supply of weapons to the IDF. More-
over, Israel's defense expenditure has practically reached
its peak. RAFAEL, an organization based on continuous growth,
has to get ready for reduced defense orders. Thus, a company
called GALRAM has been established as a government-owned
company with the aim of commercially exploiting RAFAEL's
products, technologies and capabilities.
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GALRAM's policy in general is to establish subsidiaries for
specific technologies, projects or markets, as joint ventures
with private capital, or with partners that can contr1bu§e
complementary know-how or marketing. Presently GALRAM is
in the process of establishing two companies; the first will
manufacture electro-optical devices based on RAFAEL's know-how;
the second will manufacture and market electronic systems
and products which are spun off RAFAEL's projects. Another
company, MICROKIM, which is a joint venture of the US based
M/A-COM Corporation and RAFAEL, will join GALRAM's roster

of companies. MICROKIM is producing microwave components
and systems and has recently changed its strategies to fit
into GALRAM aims. Another operation, LASERON, was formed

by RAFAEL and the Fibronics Company for the production and
marketing of GaAs lasers based on RAFAEL's technology.

A few other activities are being studied now by RAFAEL and
GALRAM as candidates for GALRAM companies.

GALRAM also owns 45 acres of land in Carmiel for developing
a high technology industrial park. This industrial park,
GAN-GALRAM, will house most of GALRAM's plants, and will
also accept other high technology industries as tenants.
Plants that will be established in GAN-GALRAM will enjoy
government investment incentives as a Development Zone A,
which means that out of every $4 of capital investment, only
$1 has to be put up by the entrepreneurs -- the rest of the
investment 1is partly a government grant and partly a very
favorable low interest loan."

We need to design a marketing strategy for American companies
to tie in with GALRAM.

RECOMMENDATION #51 - WE NEED TO SELL THE US AIRCRAFT INDUSTRY

ON REPAIRING THEIR EQUIPMENT IN ISRAEL.

Israel offers excellent facilities for the repair of aircraft
equipment. It was recently reported in '"Innovation' (May 1983):

"Cyclone Aviation Products Ltd., (CAP) 1located in Carmiel,
a Galilee development town, has won approval as a qualified
maintenance and repair station for all types of Bell helicop-
ters. The company maintains extensive facilities, capable
of servicing, repairing and rebuilding helicopters. and light
aircraft up to a gross weight of 5,700 kg (about 12,900 1bs.).

CAP was established in 1970, a subsidiary of the diversified
Etz Lavud group. Its Galilee location was selected deliberate-
ly, also, in order to provide employment for people with
aircraft experience who live in the northern part of Israel.
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Cyclone's first major job was the manufacture of subassemblies
for the Kfir, the modern combat craft designed and built
in Israel. However, the scope of its activity expanded;
the 1light aircraft and helicopter maintenance facility was
created, and then a division for the manufacture and maintenace
of aircraft structural components. A sophisticated laboratory
makes it possible to carry out all required tests."

RECOMMENDATION #52 - THERE NEEDS TO BE A COMBINED MARKETING EFFORT

TO SELL THE FACILITIES OF THE FIVE RESEARCH AND INDUSTRIAL PARKS

IN ISRAEL.

The Ministry of Commerce and Industry, in cooperation with
the institution of higher learning, has taken the lead in estab-
lishing science-based industrial parks close to university cam-
puses. These parks have access to the research facilities of
the universities and their subsidiary research and development
companies. In addition, company and university personnel are
involved in exchange programs, conduct joint seminars and work
together on specific projects. The government bears the cost
of the park's infrastructure.

Four parks are already in existence and a fifth is being

built. The buildings are constructed and maintained with the
eventual tenants' special requirements and specifications in
minds. Central services and facilities, such as a direct connec-

tion to the university's electronic computer center or 1link-up
with its testing laboratory, are readily available.

Each park has its own individual marketing program. We must

develop a combined marketing strategy to sell the availability
of sites in these parks, the advantages they offer, etc.

RECOMMENDATION #53 - CONSIDERATION SHOULD BE GIVEN TO ALLOWING

ISRAELI EXPORTERS TO SET UP DOMESTIC INTERNATIONAL SALES ORGAN-

IZATIONS.

A review should be made of the US laws relating to Domestic
International Sales Corporation (DISC) to determine if these
laws have applicability to Israel.

In the US an exporter can set up a separate corporqtion called
a '"Domestic International Sales Corp.'" (DISC), whlcp eqables
an exporter to defer paying taxes on half of all foreign income
indefinitely. That means that as long as a ODISC qualifies --
95% of its assets must be export-related and 95% or more of gross
revenues must be from foreign sales of US made products -- it
can distribute half its income as dividends to its shareholders
(either individuals or a parent corporation) and pay income tax



80

on the other half. A DISC can also own a FISC, or Foreign Interna-
tional Sales Corporation, located offshore, which protects American
assets from any liabilities the foreign export venture might
encounter. FISC profits can be distributed to the DISC as divi-
dends. We need to determine if this has applicability to Israel.

RECOMMENDATION #54 - THERE IS NEED TO DEVELOP WITHIN ISRAEL A

US EXPORT TRAINING INSTITUTE.

Foreign trade has become extraordinarily complicated, demanding
comprehensive knowledge of a whole series of subjects: customs,
the technical side of shipping, foreign exchange questions, insur-
ance, financial problems and much else besides. Practical experi-
ence still plays an important part, but in addition, the intensive
training of specialists in the field of exports has become essen-
tial.

In Sweden, the problem of training has been solved by the
establishment of the Swedish Export School. The aim of the Swedish
Export School is to provide practical experience in export matters
and to offer a stimulus to making export business more efficient.
Representatives from the industral and business sectors are re-
quested to provide the necessary training.

Since the US offers so many opportunities for Israeli export-

ers, consideration should be given to the development of special
export courses for the US market.

RECOMMENDATION #55 -~ THERE NEEDS TO BE AN EXPANSION OF THE INDUS-

TRIAL TRADE SHOWS HELD IN ISRAEL.

Recently, Israel opened a new convention center at the Tel

Aviv Fair Grounds with a capacity for 7,000 visitors. . There
is an opportunity to bring many US congresses and trade shows
to Israel. We need to assist in publicizing these shows and

helping to bring participants to Israel.

RECOMMENDATION #56 -~ THERE NEEDS TO BE ESTABLISHED A PRIVATE

TRADE CENTER IN TEL AVIV.

There is need for a privately funded and operated trade center
in Tel Aviv where products manufacturerd by Israeli companies
can be on display on a permanent basis.

There are thousands of business executives coming to Israel
each year. A large number of them are potential buyers. A perma-
nent display in an area close to the major hotels in Tel Aviv
would be visited by many business executives who could be stimula-
ted to do business with Israeli manufacturers.
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We need to make it easy for Americans -to locate products
and manufacturers in Israel. A privately operated profit-making
organization could serve as the selling agent for these companies
in working out a trade center in Israel. This same group could
operate a sales center in the United States. Again, there are
many American buyers who would like to be exposed to Israeli
products.

RECOMMENDATION #57 - CONSIDERATION SHOULD BE GIVEN TO BARTER

(COUNTERTRADE) TO EXTEND ISRAEL'S MARKETING REACH.

At lease 25,000 companies in the United States are now trading

products for goods and services. There are companies that have
been set up in the United States that offer brokerage services
through barter. Some examples that have been pointed out in

the "AMA Forum' are as follows:

"The Xerox Corporation, which has bartered its office copiers
abroad for several years, last September started offering
its goods for barter in the United States, as a test of its
potential as a marketing technique. It has since traded
in excess of one million dollars of office copiers in exchange
for such things as hotel accommodations, advertising, carpet-
ing, printing services, forklift trucks, fuel, and executive
meeting facilities.

Allis-Chalmers, headquartered in Milwaukee, Wisconsin, last
year exchanged ten industrial forklift trucks retailing for
up to 625,000 each for photocopiers, airline tickets, and
a new roof on one of its plants.

Republic Airlines, based in Minneapolis, Minnesota, last
year traded $1.4 million worth of airline tickets in lieu
of cash for pickup and forklift trucks, air compressors,
office supplies, hotel accommodations, and so forth.

'On the whole it's working out very well,' reports Dennis
Needham, manager of barter contracts for Republic. 'There
are no problems. For us, bartering 1is no different than

cash transactions',

'I think we are going to see a lot more of this (bartering)
in the United States in the future',

'"The US Department of Commerce, in fact, estimates that barFer
in this country will account for more than 15 percent bartering
to improve our cash flow,' says Needham of Republic A}rlines.
"It also is able to make use of unused assets, in this case,

unsold seats on planes'. "
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RESEARCH & DEVELOPMENT IN ISRAEL

RECOMMENDATION #59 - ISRAEL MUST ATTRACT 50 US COMPANIES TO CON-

DUCT THEIR RESEARCH IN ISRAEL.

Israel must sign up 50 American companies in the next five
years to conduct joint research with Israeli companies in Israel.
Conducting research in Israel oftentimes is the first step for
American companies leading to a subsequent permanent investment
in Israel.

Intel, a major American company, recently announced plans

to build a facility in Israel. This company is a major factor
in semiconductors. They will build a $100 million wafer factory
in Jerusalem. Prior to this development, Intel conducted some

of its R&D programs in Israel.

As a matter of official policy, Israel goes all out to support
new science-based industries. A positive attitude about research
and development is back up with (1) generous government cost
participation; (2) an industrial climate geared to technological
involvement; (3) a labor pool trained for science-based develop-
ment; and (4) government assistance for purchasing equipment
needed for technological growth.

Hundreds of high technology multinational firms -- attracted
by Israel's unique advantages and investment incentives -- have
located in 1Israel for the purpose of manufacturing for export
and/or carrying industrial research and development projects.
The roster includes dozens of America's largest industrials partic-
ipating in technological projects in Israel, either within the
framework of their own subsidiaries' operations or in joint ven-
ture. Among these are: Motorola, Chromalloy American, Control
Data, Intel, General Telephone & Electronics, IBM, Dexter, Esmark,
National Semiconductor and Miles Laboratories.

INDUSTRIAL R&D SPENDINGS 1976-1979
AND
FORECASTS FOR 1980-1990

Budgetary

Year Alternative A¥* Alternative B¥*
Approved Applied For Approved Applied For

1976 1400 1955

1977 1510 1961

1978 1713 2469

1979 1852 2836
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Approved Applied For Approved Applied For
1980 2040 3120 2220 3400
1981 2240 3430 2670 4080
1982 2470 3770 3200 4900
1983 2710 4150 3840 5880
1984 2980 4570 4610 7060
1985 3280 5020 5530 8470
1986 3610 5530 6640 10160
1987 3970 6080 7960 12190
1988 4670 6690 9560 14630
1989 4800 7360 11470 17560
1990 5280 8090 13760 .21070

A* - The forecast based on 10% real growth (in 1979 million IL).
B* - The forecast based on 207% real growth (in 1979 million IL).

A survey of 2000 R&D projects supported in the past shows
that 41 percent of them resulted in commercial products and 26
percent of the projects were considered a success in the export
market. These figures are at least twice the success rate for
R&D projects in Europe and America. Israel sponsored a survey
by the Centre for Policy Alternatives at Massachusetts Institute
of Technology to study what her specific advantages were in indus-
trial R&D and to pinpoint why Israel seems to have an unusually
high percentage of success in R&D projects. Their report indicated
that those very factors which are connected with Israel's difficult
economic situation provided an impetus to succeed, to innovate,
to produce and to sell.

In discussing the reasons for selecting Israel as the site
for R&D, Walter Schafer, Chairman of the Board of Schafer Associ-
ates, claimed: "Israel was the only country that offered us
the combination we were looking for -- advanced R&D capabilities
including research facilities and skilled manpower; financial
assistance from the government; and a gateway to the US, Common
Market, the Orient and other important markets."
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RECOMMENDATION #60 - THERE IS NEED TO SUBSTANTIALLY INCREASE

THE RESEARCH AND DEVELOPMENT FUNDS IN ISRAEL -- LEADING TO EXPANDED

EXPORTS.

Israel has set a goal to ‘export $5 billion of self-developed
products by 1990. The expansion of new research and development
will be a major factor in reaching this goal. '

Over 500 industrial companies now engage in R&D in Israel.
Such activity is supported by liberal government grants, motivated
by the understanding of the importance of new product development.
Science-based high technology products lead Israel's export drive.
They not only sell well in overseas markets, but also offer rising
profitability for the companies concerned and for the national
economy.

The direct export of Israeli products which resulted from
the country's original R&D is probably the best measure of Israel's

success 1in developing technology. In 1970, the foreign sale
of R&D projects -- original items designed in Israel and goods
made by innovative processes developed there -- brought in $100

million. It rose to $770 million in 1979 and $1 billion in 1980.

Industrial goods with a high Israeli research and development
content held their own against the general tide of falling exports
in 1982. Gideon Patt, Minister of Industry and Trade for 1Israel,
recently was quoted in the '"Jerusalem Post' to have said, ''Israel's
R&D based industrial exports had constituted about one-third
of all industrial exports in 1981-82, and the percentage was
expected to rise to 50 percent by the end of this decade."

"Each year 30 new factories that use R&D are founded," he
said. "Moreover, another 30 established plants are switching
over to using R&D."

"By the end of this decade, the percentage of engineers in
the labor force will be 4.5 to 5 percent,'" Pat said, noting that
"the percentage of engineers in the industrialized labor force
in the industrialized western countries was 3 to 4 percent."

Chief Scientist Lavie reports:

"Experience shows that any dollar invested in R&D results
in 8 to 10 dollars exports of locally developed products.
Within the next 10-20 years, we intend to complete the change
of the industrial products based on R&D. This sector of
industry will then supply the local market more efficiently
and more important, will be able to compete 1in the export
markets with up-to-date technology.

Israel'a goal to export $5 billion worth of self-developed
products by 1990 is an ambitious goal and calls for an extra-



86

ordinary effort, with government, industry, labor and academia
joining forces to tackle the task ahead. The government
will have to increase its R&D contribution to $50 million
annually. 1The industrialists will have to match this amount.
Foreign investment equivalent to the same amount again must
be raised, bringing the total investment in high technology
industry to $200 million annually. But 1investment alone
will not be enough: If Israel is to achieve a five-fold
increase in exports, new companies are needed to spearhead
the development program. They will create employment for
80,000 people, in addition to the 30,000 already working
in these industries. The new 1labor force will include up
to 15,000 people with academic training thus bringing the
total number engaged in industrial R&D to 20,000.

Many of these scientists and engineers will be drawn from
among the nearly 50,000 professionals working in Israel,
whose ranks will be reinforced each year by 3,000 new gradu-
ates. If the rate of industrial growth meets expectations,
it will also be possible to accommodate many hundreds of
new immigrants or returning Israelis who have acquired their
professional skills abroad."

RECOMMENDATION #61 - ISRAEL AND THE US SHOULD EXPAND THE FUNDS

OF THE US-ISRAEL BINATIONAL INDUSTRIAL RESEARCH AND DEVELOPMENT

FOUNDATION, BETTER KNOWN AS BIRD-F.

The Binational Industrial R&D Foundation (BIRD-F) was estab-
lished by the Governments of Israel and of the United States
in order to promote research and development activities 1likely
to be of benefit to both countries. The Foundation's activities
are funded by a $60 million endowment, provided in equal parts
by the two governments. :

The amounts available for R&D grants annually are $2-3 million,
representing the income on the $60 million endowment. Obviously,
if this could be increased to a $100 million endowment, there
would be greater opportunities for increased joint R&D projects
in Israel.

The BIRD Foundation is the first of its kind for both the

United States and for Israel. Its success should pave the way
for similar organizations with other countries for both of the
original partners. It is useful to 1list some of the projects

supported by the Foundation, since the relatively small amount
of money available has forced the Foundation to choose its projects
very carefully -- and they thus represent a cross section of
Israeli technology which has specific value for the world's most
prosperous and advanced country (the USA):

1) Automatic telephone system based on microprocessor technology
(Telrad/Pentacom).
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2) Computerized Irrigation Systems (Motorola 1Israel/Motorola
USA).

3) Cardiac Diagnostic Imaging System (Elscint Ltd/Elscint Ind).

4) Viscosity Instrument for Medical Diagnosis (Elron Iscar/Ovutime
Inc).

5) Pre-development Study for Advanced Laser Plate Exposing Device
(Sci-Tec Ltd/Sci-Tex Inc).

6) A Cost Optimized Production Time-Table (Creative Output
Ltd/Telecom Inc).

7) Implantable Pacemakers (MG Electronics Ltd/Mennen Medical
Systems Inc).

8) Barium Titanate Semiconducting Ceramcis (Galai Ltd/Supco
Inc).

9) Magnesia Production by Precipitation (Israel Chemical Ltd/Gen-
eral Refractories Inc).

10) Radicidized Pathogen Free Poultry Feed (Matmor Ltd/High Voltage
Engineering Inc).

Recently, the Binational Industrial R&D Foundation approved
five additional projects as follows: A computerized electrolytic
metal plating system, a computer terminal for a truck scale,
computerized instruments for the graphic representation of data,
a line of ceramic heat-sensitive switches for electric motors,
and the further development of an electrolytic aluminum plating
process.

The BIRD Foundation has thus far made grants totaling $12.5
million to some 38 projects.

We need to design a marketing strategy in the USA to increase
the number of US companies who will do joint R&D in Israel.

RECOMMENDATION #62 - CONSIDERATION MUST BE GIVEN TO EXPANSION

OF RESEARCH IN A NUMBER OF CRITICAL AREAS.

These are very substantial opportunities to increase the
R&D in Israel. This will hasten the process of economic inde-
pendence. R&D should be expanded in the following areas:

1) Projects of National Importance (PNI) . ]
These are projects with potentially greater gontg1but1on
to industry and Israel's economy as a whole, but on which industry
is not ready to embark upon because of financial risk, shortage
of funds and length of time it takes to perform. When the Chief
Scientist, after examining the case most thoroughly, is convinced
that there is enough justification for it, he may classify the
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3) The development of the Dead Sea Canal

It has been reported: "A hydroelectric' scheme, to exploit
the 400 meter (about 1,300 feet) of difference in elevation between
the Mediterranean and the Dead Sea, has been proposed many times;
it was one of the major development projects envisaged by Theodor
Herzl in his prophetic book, Altneuland, published almost eighty
years ago.

More recent developments have lent the proposal an additional
rationale: because both Israel and Jordan utilize about 80%
of all the water that used to flow down the Jordan River, the
Dead Sea 1is rapidly drying up. During the last twenty years
its surface dropped by about seven meters, from 393 to about
400 meters below sea level, and it continues to go down by about
a foot a year. This may not only affect the area's climate ad-
versely; it also adds great difficulties to the exploitation
of Dead Sea brines, one of Israel's very few mineral resources.

The Neeman Committee examined a number of possible routes,
by which Mediterranean water can be made to fall into the Dead
Sea. One of these crosses Israel in the North, along the line
of the Jezreel and Bet Shean Valleys, and then goes south along
the Jordan. A second would begin not far south of Tel Aviv,
using a tunnel through the Judean Mountains. The third leaves
the Mediterranean coast near Rafiah or Ashkelon, crosses the
northern Negev and drops into the Dead Sea not far from Massada.

After considering many factors the committee opted for the
last of these possibilities. Study had shown that it offers
significant energetic and economic profits, and also carries
the potential of considerable additional benefits.

Calculation shows that the project will carry water at a
long term rate of 50 cubic meters (about 12,500 gallons) per
second during its first twenty years of operation, and about
35 cu.m. (nearly 9,000 gal.) thereafter. During the first two
decades this adds up to a power production of about 150 MW around
the clock, or 600 MW if the turbines are operated only to meet
peak demand. By 1990, the year the system could be completed,
that will cover about 15% of Israel's overall peak consumption.

At a projected cost of $680m., the project will be a little
more than twice as expensive as a conventional power station
of similar capacity, but its day-to-day operation will, of course,
be much cheaper. In the long run, it can save the national economy
$1 billion, mainly in terms of fuel which will not have to be

imported.

In addition, the Neeman Committee explains, such a cgnal
system can yield as yet incalculable fringe benefits. First
of all, it can provide the necessary coolant for a nuclear reactor,
for which suitable sites might be found in the Judaean Desert.
Secondly, it might provide the large quantities of water that
will be needed for extensive solar ponds (see elsewhere in this
paper), once it is decided to build installations of that type.
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On top of all that comes the recreational potential of new lakes
and canals in a desert environment."

4) Investigation of Israel's 0il Shale Potential )

It has been reported: "Te]l Aviv -- The establishment of
Energy 2000, a partnership of leading business fqus, marks an
important step forward in the study of this country's oil shale
utilization potential. The companies participating in the venture
are the country's three major fuel distributors: Paz, Sonol
and Delek, the Haifa O0il Refineries Ltd., and Israel Chemicals
Ltd. (ICL).

Several large oil shale deposits are known to exist in Israel,
in various locations in the central and southern parts of the
country. Information now available suggests there are at least
four billion tons of this material, with an organic matter content
of perhaps 14%.

This could be an important energy reserve. A petroleum equiv-
alent of something like 300 million tons adds up to all the fuel
Israel would need, at its present rate of consumption, over a
period of twenty years. The premature enthusiasm aroused by
this information in the popular press, on the basis of incompletely
understood data, is understandable.

The difficulty is that the world does not yet possess a proven
0oil shale utilization technology. 1In spite of heavy expenditure,
mainly in the United States, work in this sphere is only now
really getting under way. There simply is no way in which Israelis
can begin to -mine the stuff, to cover their country's fuel needs
in the near future.

Recognition of those facts, however, does not deter scientists
and policymakers here from embarking on a serious study of the
subject. Given the world's increasingly severe, albeit politically
inspired energy crisis, efforts to find even partial solutions
are to be applauded.

The Energy 2000 team proposes to investigate ways and means
of utilizing the o0il shales found here in three possible ways.
The first is direct combustion, to produce steam and electric
current; the second hopes to extract petroleum or similar materials
from the shale; and the third envisages partial or complete gasifi-
cation."

5) The development of Israel's Nuclear Energy Capability

It has been reported in "Innovation'" (May 1982):

"The construction of a nuclear electric generating facility,
somewhere in 1Israel, has been on the agenda for more than
two decades. Even before the o0il price crisis, imposed upon
the world by the OPEC cartel, many of this country's economic
and scientific leaders were on the record, as favoring the
construction of at least one atomic power plant.
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The matter again was brought to the public's attention by
recent statements by the Minister of Energy and Infrastructure,
that the acquisition of such a station now seems more practi-
cal, than in the past. Negotiations are said to be in progress
with several potential suppliers.

That Israel has not yet embarked on such a project is due

to several causes. One of those is political: every govern-
ment here has refused to acceed to the international treaty
against the proliferation of nuclear arms. 1Israel has abso-

lutely no confidence in International Atomic Energy Agency's
ability to monitor that treaty's implementation, and cannot
agree to make its facilities accessible to representatives
of an organization that is largely under the control of its
sworn enemies.

However, it must be stressed that this stand is not motivated
by any opposition to the non-proliferation treaty's declared
objectives: 1Israel has long been on the record against the
use of nuclear arms and pledged not to be the first to intro-
duce such weapons to the Middle East. Notwithstanding frequent
rumors, reported in the world press at the likely instigation
of hostile sources, there is no hard evidence at all that
practice on this point here varies from that principle."”

RECOMMENDATION #63 - WE NEED TO PROVIDE FURTHER FINANCIAL SUPPORT

FOR _TECHNION, TEL AVIV UNIVERSITY, BEN GURION UNIVERSITY.

Israel looks to Technion for its engineers to staff the in-
creased number of companies required to reach the 1990 goals.
Finance Minister Yoram Aridor recently noted:

"Our technological future is, in fact, dependent on the Tech-
nion, upon graduates already in industry and all those who

will follow in their footsteps. The State of Israel would
not have reached its current high 1level of technological
achievement without the Technion. We have no advantage over

other nations in natural resources, but we have the human
advantage, academics and engineers, and we must exploit them
to the very limit.

Today, some 6,000 undergraduates and 2,000 graduates are
enrolled in Technion's 20 departments: Civil Engineering,
Architecture and Town Planning, Mechanical Engineering, Mate-
rials Engineering, Electrical Engineering, Chemistry, Biology,
Chemical Engineering, Food Engineering and Plotechnglogy,
Physics, Mathematics, Computer Sciences, B@omed}cal Engineer-
ing, Agricultural Engineering, Nuclear Engineering, Mgd1c1ne,
Industrial Engineering and Management, General Studies and
Education in Science and Technology.

In over half a century, the Technion has trained over 24,000
engineers, scientists, architects and physicians. The Tech-
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engineering degree, accounting for about two-thirds of the
total engineering student body and graduates.

Technion representives say they could expand their programs
quickly, by as much as one-third, with only marginal additional
expense. The situations at the other institutions may be
similar, with some excess capacity now available for quick
and relatively inexpensive growth."

RECOMMENDATION #64 - I1ISRAELI INDUSTRY MUST OFFER FURTHER SUPPORT

TO ISRAEL'S RESEARCH FACILITIES AT VARIQUS UNIVERSITIES.

Many Israeli manufacturers support the R&D work being done
in Israeli educational institutions. In view of the move to
increase the R&D in Israel, more industrial support must be forth-
coming:

In the United States, it has been reported as follows in
"High Technology' (May 1983):

"Of the $5 billion annually spent on US university research,
less than 5 percent comes from industry, yet industry is
probably the greatest beneficiary. To improve the balance,
universities and industry are forging new relationships to
support academic research and industrial R&D. Joint programs
not only fill the gap caused by the reduction in federal
funding, but also strengthen the competitiveness of US indus-
try. Cooperation has taken many forms, including faculty
members consulting for industry and corporations donating
equipment to schools.

Among the most promising of the new ventures are university/in-
dustry cooperative research centers. Most will be 1located
in colleges and funded primarily by corporate sponsors.
Ironically, this departure from traditional government-domi-
nated research support was spearheaded by an experimental
NSF program.

To increase industry's contribution to academic research,
NSF helped establish university/industry research centers.
The agency gave approximately half the funds necessary for
each facility; industrial sponsors contributed the remainder.
In the 10 years since NSF's program started, MIT's Polymer
Processing Center (PPC) -- the first -- has become entirely
industry supported. These centers investigate topics of
interest to industry and promote technology transfer from
lab to factory. In addition, corporate members receive access
to center research and staff. And new cooperative facilities
are coming: Stanford's Center for Integrated Systems, Rutgers
Center for Ceramic Research, and several semiconductor researcrt
centers being started by a group of companies within <:Te
industry.
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Biotechnology:

Building Technologies:

Computer Graphics:

Manufacturing:

Microelectronics:

Center for Biotechnology
Washington University
St. Louis, MO

Advancement of Building Tech-
nologies

Iowa State University

Ames, IA

Interactive Computer Graphics
Rensselaer Polytechnic Institute
Troy, NY

Ceramics Research
Rutgers University
New Brunswick, NJ

Laboratory for Manufacturing

and Productivity

Massachusetts Institute of Tech-
nology

Cambridge, MA

Welding Research
Ohio State University
Columbus, OH

Center for Integrated Systems
(C1S)

Stanford University

Stanford, CA

Communications & Signal Processing

North Carolina State University
Raleigh, NC

Engineering Excellence for the
80's

Arizona State University
Tempe, AZ

Microelectronics and Information
Sciences (MEIS)

University of Minnesota
Bloomington, MN

Microelectroncis Center of North
Carolina

NC State, Duke, University of
NC/Chapel Hill, NC A&T,

Research Triangle Institute,
University of NC/Charlotte
Raleigh, NC
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Government has acted as both the catalyst and the major fi-
nancial contributor. The American program, to go into effect
May 1, will operate without the direct support or participation
of the American Government.

The cooperative expects to spend $6 million in the first
year of its operations and $10 million to $15 million in
its second year. The participants will be assessed on the
basis of their annual sales of semiconductors, with no one
company bearing more than 10 percent of the total annual
budget.

'Whatever is patentable, we expect to patent,' said Mr. Bloch
of I.B.M., noting that the universities would get the patents
and issue licenses and that a participant's financial contribu-
tions to the program would be considered as prepayment of
royalties.

Mr. Sumney said the sponsors insisted on a free flow of in-
formation, but it was unclear how this would mesh with Govern-
ment concern over access to information related to national
security. The Government has already acted in some cases
to restrict information flows from universities where research
work is related to national defense."

Thought should be given as to whether this type of program
can be developed in Israel. ‘

RECOMMENDATION #67 - WE NEED TO EXPAND THE SALE OF ISRAELI R&D

PARTNERSHIPS IN THE USA.

There are a number of 1limited partnerships that have been
created in Israel coupled to a loan from the Government of Israel.
These have been sold to US investors. Israel Rosen, President
of Amira, a New York corporation, has developed a unique program
to expand Israeli R&D. Amira funded four projects in 1982 through
the sale of limited partnerhips, to conduct in Israel R&D work
in medical diagnostic kits; a wunique transmission for busses
utilizing a fly wheel; a special form of vitamin D3 which will
prevent and cure osteopolosis; and a vital bioengineering project
to develop human interferons, monoclonal antibodies and other
items.

We need to have the appropriate vehicle to sell these R&D
limited partnerships to Israeli companies without regard to a
government loan.

"High Technology'" magazine recently reported (July 1983)
about US limited partnerhips as follows:

"One of the hottest new corporate finance vehicles is the
research and development limited partnership--where outside
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partnerships. Secondly, it permits the company to shift
the high cost of research to the investors. If the project
fails or does not produce a commercial product, it's the
investors who 1lose money, not the company. And finally,

although basically a joint venture, the limited partnership
gives the company ultimate control over the developed product.

The capital raised in these partnerships is funding a wide
range of projects. For example:

-- Control Data is developing a mini-computer that will be
compatible with its entire line;

-- Genentech is doing research on human growth hormone and
gamma interferon;

-- Micropure Co. is working on a process of charging water
droplets with electrostatic energy to maximize the distribution
of pesticides;

-- California Biotechnology is devising products for relief
of hypertension and related heart disease;

-- Genetic Systems is developing monoclonal antibody-based
products for diagnosing respiratory diseases;

-- Agrigenetics is spending 75 percent of its $55 million
partnership to fund seed research by university scientists.
(The company will spend the balance conducting its own basic
research.)

-- A pooled fund of $16.6 million raised by the Los Angeles
brokerage firm, Bateman Eichler, Hill Richards, has funded
four companies conducting seven separate research projects
on such items as laser discs and computer maintenance
programs."

It would be well to explore in great depth how to expand

the sale in the USA of limited partnerships to finance R&D for
Israeli companies.

RECOMMENDATION #68 - CONSIDERATION SHOULD BE GIVEN TO THE DEVEL-

OPMENT OF A PLAN THAT ALLOWS ISRAELI CORPORATIONS TO COOPERATE

ON HIGH RISK RESEARCH.

"Business Week,'" August 8, 1983, reported:

"'We are in trouble when even an IBM cannot compete with
a Japan, Inc.' says D. Bruce Merrifield, Assistant Comme?ce
Secetary for technology. This problem has obsessed the chemist
ever since he left his post as vice-president for technology
and venture management at Continental Group, Inc., a year
ago to join the Administration. Now he has an elegant schgme
that he believes will enable US industry to leapfrog its
foreign competition in more than a dozen fields, from aerospace
to semiconductors.
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in the region,' said Wee Tew Lim, vice president of the Singa-
pore Computer Society. Mr. Wee said that while Japan had
the advantage in hardware development, Singapore was in a
better position to provide computer software services because
the Japanese  have difficulty communicating with the
English-speaking world.

To boost the development of sophisticated computer industries
and services, the government launched a $47 million program
to computerize civil service. The National Computer Board,
established last year to guide the development of computer
industries 1in Singapore, said computerization improved the
productivity of the civil service and provided a large market
for the industry. Three ministries already have had their
computers installed and the target is to fully computerize
nine ministries within five years.

Many computer firms, lured by substantial government incentives
and eager for a share of the lucrative computer contracts,
are setting up offices in Singapore. 'The most attractive
is the pioneer status scheme which allows selected companies
a 5-to-10 year tax holiday,' said Edmund Tham, an Economic
Development Board officer. 'Only sufficiently sophisticated
and specialized companies offering services and products
unavailable in Singapore are eligible,' he said.

Companies engaging in advanced research and development in
Singapore also can deduct double the amount they spend for
tax purposes. The US home computer firms, Apple Computer,
started a $50 million expansion program early this year only
seven months after the company began operations in Singapore.'

Israel might well examine the recent moves of the French
Government in the computer field.

The French Government has developed a plan to transform its
electronics industries into a single, integrated whole. Scorning
sectorial approaches, the French Government is insisting on a
global strategy weaving together every ''thread" in the 'fabric"
of electronics -~ from the simplest component to the largest
computer.

The blueprint report for the plan, argues that the French
electronics industry is now strong only where the state has played
a substantial role -- military electronics and telecommunications.
With strong cooperation between government and industry, the
report said, France can now push ahead where it has been relatively
weak -- information processing, microelectronics, consumer elec-
tronics and automation.

France's grand strategy is to pour money ingo .14 national
projects, including speech synthesis and recognition .q?dules,
computer-aided design and manufacturing systems, mini- and
micro-computers and a very large mainframe computer model.

These projects might well apply to Israel.
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TRW, Inc., a diversified, worldwide company specializing
in high technology products and services, moved its Environmental
Engineering Division to the Research Triangle Park in 1979. The
Division provides a diversity of multimedial environmental engi-
neering and scientific services to government and industry. These
services 1include field sampling and analysis, an analytical
chemical laboratory, consulting engineering for pollution control
and assistance in interpretation and compliance with federal
and local regulations.

The Instrument Society of America is an international, individ-

ual membership society that is dedicated to education and the
advancement of instrumentation and automatic control technology.

RECOMMENDATION #71 - THERE IS NEED TO DESIGN UNIQUE APPROACHES

TO CREATE THE SILICON VALLEY OF ISRAEL.

It is important to realize that there is tremendous competition
to attract US hi-tech companies to open factories and conduct
R&D. A recent article in the "San Francisco Examiner" spelled
out the problem facing Israel in trying to build a Silicon Valley:

"It sometimes seems that every locale in America wants to
turn itself into a Silicon Ridge, Microchip Oaks, or Random-Ac-
cess-Memory Manor.

Hawaii, for instance, has a state-funded effort to develop
tropical applications of biotechnology and microelectronics.
A small town in Indiana, building on its strengths as a light
manufacturing center, has developed a healthy industry that
manufactures plastic keys for computer keyboards.

Overall, the Office of Technology Assessment (OTA) turned
up 150 state government economic development programs that
had at least some features aimed at hi-tech.

Twenty-two states have narrower programs exclusively designed
to create, attract, or retain firms that design and manufacture
hi-tech products.

The oldest of these narrow programs, North Carolina's famous
Research Triangle Park, was established in 1959. But most
of the efforts have been founded only in the last three years."

Israel must fine tune its approach and incentives to interest
US companies in this highly competitive field.

An analysis of the competition would be most helpful to Israel
in designing its future approaches.
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The Inter-Urban Tefen and Ahihud
Tefen, lying 6 km to the south of Ma'alot and 12 km north
of Karmiel, has been chosen as the site of the country's first

"Bridging Services Industrial Park.'" This is a new concept in
industrial park design and has been tested over a period of five
years in a number of model enterprises. It houses small to medium

sized manufacturing plants, and provides them with the administra-
tive, communications and computer facilities that normally only

the much larger organizations can afford on their own. It offers
an umbrella of specialized services over the critical initial
period of operation on a ''use as you need'" basis. In addition,

leading Israeli industrialists are voluntarily assisting prospec-
tive foreign promoters to become familiar with the Israeli produc-
tion environment, which will include a network of recreation
facilities for employees and their families.

This concept is one of the initiatives of Mr. Stef Wertheimer,
the founder and general manager of Iscar Ltd., which will be
one of the larger enterprises operating in the Tefen Park.

Tefen draws its manpower from Ma'alot, Kfar Vradim and small
settlements in the area. The new settlements are expected to
provide the highly skilled workers, whereas the young people
now growing up in the older settlements will fill the intermediate
range of skills.

Ahihud, about 10 km west of Karmiel, halfway to Acre, covers
an area of 600 dunams (150 acres). Ziklon Aircraft Industry
has established itself there, and plans to start assembling heli-
copters in the near future.

The area is within easy commuting distance from the coastal
plain and from the various settlements of the region, and is
well placed to draw manpower from all directions. It is intended
that the Ahihud Park will house major metal working industries
complemented by smaller satellite workshops and specialized teams
in automation and electronics.

Ahihud already has a small landing strip which can be developed
to serve internal flights.

Another industrial park with an area of 100 dunams (170 acres)
is planned for a site 20 km from Ahihud, just north of Beit
Ha'emek.

We need to develop a marketing strategy in the United States
to sell Region 2000 to American corporations. This offers exciting
profit making opportunities for Americans to not only manufacture
products but to conduct research in Region 2000.

RECOMMENDATION #73 - THERE IS NEED TO EXPAND THE MARKETING OF

THE HIGH TECHNOLOGY PROGRAM IN JERUSALEM.
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in the northeastern part of the United States where we believe
the greatest potential exists.

I believe that there is a very definite role that a private

company can play in the rapid expansion of the research and devel-
opment programs by American companies in Israel.

RECOMMENDATION #75 - 1ISRAEL SHOULD DEVELOP A MICROELECTRONICS

CENTER.

I recommend that the Government of Israel consider the creation
of a Microelectronics Center in Haifa. This will require the
creation of a coalition of private companies, Technion and govern-
ment to establish an education and research center designed to
make 1srael more competitive in microelectronics technology.
The center would be designed to train electrical, mechanical
and chemical engineering students as well as technical and tech-
nology personnel in the design, development and production of
semiconductor devices. '

The State of Massachusetts has recently designed a $40 million
education and research center. The state guarantees $20 million
in "bonds issued by the Massachusetts Technology Park Corporation.
High technology companies will provide $20 million in a combination
of money, teaching and equipment donations. The State and private
industry will split the annual operating budget targeted at §3
million. During its start-up phase, the corporation would consist
of nine directors -- three each from industry, education and
the public sector -- all appointed by the Governor of the State
of Massachusetts.

North Carolina has appropriated $25 million for a Microelec-
tronic center. Stanford University has proposed the expenditure
of $7.5 million to construct a prototype lab to investigate prob-
lems associated with integrating systems in silicon.

Haifa has a great opportunity to capitalize on the capabilities
and skills of its people based on its central role in electronics
technology. Haifa has people in organizations with the knowledge
of electronics design, electrical systems and electronic devices
that are necessary to utilize the new Microelectronic technology
in ways which will keep Israel's electronics industries economical-
ly and competitively viable.

Under this plan there will be a foundry for manufacturing
integrated circuits where students at universitles can implement

their designs on silicon. The proposed new center yill enab%e
students to learn the design process, to have the}r designs fabyl-
cated and to test the resulting chip. This will also provide

a site where small business, without the capital to invest in
their own factories, can have limited quanitities of integrated
circuit devised of their own design fabricated for new products.
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is the place of the establishment of a center for a Robotics
Institute. ''Mechatronics" is an English word of Japanese manufac-
ture. Linking mechanics with electronics, it described the appli-
cation of advance technologies and the use of computers, micropro-
cessors and integrated circuits to achieve greater efficiency

in the design, production and operation of machinery. Thus,
mechatronics also means automation -- but automation without
fear.

In a report dated November 27th, from Tokyo, Japan, it was
pointed out "Japan's MITI (Ministry of International Trade and
Industry) wants smarter Japanese robots. They will fund a govern-
ment/industry collaborative venture to develop high intelligence

robots. The program will cost Y17 billion for the seven year
project. The first task will be to form a research in the first
year. Five specific study areas include, (1) creation of high

sensitivity sensors for 'seeing' and 'touching', (2) production
of very small, high efficiency processors, (3) the reduction of
robot weight and (4) the development of a new kind of robot arm."

Certainly Israel can play an important role in the development
of sophisticated robots.

The State of Michigan has recently opened a Center for Robotics
and Integrated Manufacturing (CRIM).

"The Center for Robotics and Integrated Manufacturing (CRIM)
of the University of Michigan was established in late 1981 as
one component of a combined .State-industry-university effort
to revitalize and diversify the manufacturing base of the nation
in general and the State of Michigan in particular.

CRIM, based in the U-M College of Engineering, was formed
by consolidating the College's existing activities in robotics,
computer engineering, manufacturing engineering, and information
systems. Under CRIM, the relevant research, instructional activi-
ties, and laboratory facilities of 40 faculty members from six
departments are coordinated. The six core departments participa-
ting in CRIM are: Electrical and Computer Engineering, Mechanical
Engineering and Applied Mechanics, Industrial and Operations
Engineering, Material and Metallurgical Engineering, Aerospace
Engineering, and Naval Architecture and Marine Engineering."

RECOMMENDATION #80 - THERE IS NEED TO EXPAND THE RESEARCH 1IN

GENETIC ENGINEERING.

There are a number of companies in Israel that are conducting
genetic research. This is an important field that ‘needs. to be
expanded. American companies should be interested in doing R&D
in this field in Israel.
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There is a considerable amount of interest on the part of

Israeli manufacturers in acquiring American technology. By doing
so, they can oftentimes save the two to three years required
in the development of the technology on their own. Similarily,

many American companies want to locate and 1license technology
developed in Israel.

There is a need for private companies to find technology
in the United States and in Israel as well as bringing about
an exchange through licensing. A private vehicle is needed to
bring about technology transfers.

RECOMMENDATION #83 - THERE IS NEED TO EXPAND THE TEACHING OF

COMPUTER TECHNOLOGY.

"Newsweek' (October 18, 1982) presented some ideas that could
be useful in the design of the Haifa High Technology Park.

"A smart work force is America's best resource -- and education
is the best guarantee to workers that they will always be
qualified for a job. A great deal of attention is now being

paid to the minimal requirements being demanded of US students
in mathematics and science, two <crucial disciplines for a

high-tech future. But the education problem is broader than
that.

As a first step, Congress should pass what has come to be
known as the 'Apple bill.' Steven Jobs, chairman of Apple
Computer, wants to donate a computer to every accredited
school in the nation -- some 103,000 machines at a cost to

Apple of $40 million.

The Computer Equipment Contribution Act of 1982, as originally
drafted, would have changed the US tax code for one year
to permit Apple and other computer companies to recover most
of the cost of such donations. A watered-down version of
the bill has passed the House. Jobs points out that children,
who pick up computer skills much more quickly than adults,
could get a head start on 'computer literacy' that would
help enormously as they enter a work world that is increasingly
dependent on computers.

This type of program might have applicability to Israel.
In additon, Israel should consider something like the ngscent
'advanced technology institute' in Colorado. The institute,
still in the planning stages, will collect equipment from
industry and money from the state, then sprinkle theg on
the wuniversity system to ensure sgate-ﬂf-the—art training
for engineers and other applied scientists.
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'The nuts-and-bolts development still needs to be done,’
said Dr. David A. Duke, vice president and general manager
of the tele-communications group of Corning Glass. 'The
next generation of fiber-optics is waiting to be born.' Dr.
Duke singled out the need for high-performance lasers for
'systems people who can design tele-communications networks
using fiber-optics and for craftsmen who can handle the new
technology, from installation to repair.'

‘Mr. Kressler the market-research company president had a
shopping list of improvements and 'improvers': optical and
electrical engineers to develop lasers 'the size of pinheads'
to operate at the right wavelengths; chemists and materials
experts to make the fibers purer, since impurities contribute
to energy loss by bouncing the light pulses off the fiber
walls and dissipating the signal; chemical engineers and
mechanical engineers who will manipulate plastics and produc-
tion methods so the fibers can be coated with a thinner protec-
tive layer than currently used, further reducing the width
of the fiber cables."

Israel has been in the forefront of fiber-optics development.

There are many opportunities for the development of lasers that
can be effected through a Fiber-Optics center in Haifa.

RECOMMENDATION #86 - CONSIDERATION SHOULD BE GIVEN TO THE FURTHER

EXPLORATION OF OIL IN ISRAEL.

"Israel Business' October 1982, commented:

"After an interval of more than 25 years, prospectors once
again struck o0il in 1Israel. A producing well, the first
since the discovery of small fields at Heletz and Kokhav
in the mid 1950's, has been brought in near Arad.

Evidence available to the general public until now suggests
this also is not a revolutionary discovery. Production of
the new well has been estimated on the order of a hundred
barrels per day, the equivalent of something like 5,000 tons
a year -- a mere drop in the bucket compared to the seven
million tons 1Israel now consumes annually. One forecast
places the well's total projected output, over its expected
five year span of production, at the equivalent of one day's
national consumption.

Nevertheless, the find is significant. First of all, tests
do indicate the presence of a larger subterranean reservoilr,
justifying perhaps as many as ten additional wells in the
immediate area. Those holes certainly will be sung in Fhe
near future, and experts have also suggested the advisability
of a return to some of the drillings abandoned as dry holes
in the same area in the past. Such additional exploration
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is augmented by ownership of Migdal, one of the country's larg-
est insurance concerns and the health, holiday and tourism com-
pPlex at Tiberias Hot Springs.

Africa-Israel has been involved in projects ranging from the
construction of entire residential suburbs which include com-
mercial and community facilities, to industrial parks, shopping
centers and tourist developments.

The company's slogan, 'The people who built Savyon,' recalls
Africa-Israel's most prestigious achievement. In the sixties
the company transformed a piece of semi-arid land on the out-
skirts of Tel Aviv into a suburb containing some of Israel's
most coveted villas. Africa-Israel's success in Savyon typi-
fies the company's high standard of vision and workmanship.

In Savyon, as in most of their projects, Africa-Israel oversaw
the project from its inception through the planning and con-
struction stages, and continuing through to the actual selling
of the homes. The company continues to maintain many proper-
ties, like the Savyon Country Club, of which they retained own-
ership. The company's shares are quoted on the Tel Aviv Stock
Exchange.

Another well known project that was the work of Africa-Israel
is the Kiryat Weizmann Industrial Park just outside of Rehovot.
Concentrated there is a cluster of science based industries,
operating in futuristic and high technology fields such as com-
puters and electronics.

The Tiberias Hot Springs is another ongoing tourist project
of Africa-Israel. The four star Ganei Hamat Hotel is located
on the shores of Lake Tiberias close to the mineral hot
springs, famous for their medicinal qualities. The company
has developed the entire tourist complex which includes a
health resort (a spa since Roman times), and present and
planned recreational facilities which make the Tiberias Hot
Springs an attractive holiday spot for the young. Facilities
include private beaches, tennis courts and a discotheque.

Following on its success in Savyon, the company is constructing
or has already created, a number of neighborhoods on the same
lines that have made Savyon a legend of luxury and affluence.
These projects include Rimon, Givat Savyon (both close to Savy-
on itself), and in north Tel Aviv, close to Ramat Aviv, the
new suburb of Savyonai Aviv."

We need to think through how we can design a company to be
known as US-Israel to operate in a manner similar to Afrlca-Isrgel
Investments Ltd. We need to conduct the necessary R&D to detgrm1ne
the types of projects US-Israel Investments can develop and imple-
ment.
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5) What were the results of applications of US companies to
open factories in Israel during the past three years? What

numbers were approved? -- what companies withdrew? -- why?
what companies were turned down by the Government of Israel?
why?
6) How can some of the recommendations contained in this plan
be implemented? -- by whom? :
RECOMMENDATION {91 - THERE IS NEED TO EXPAND THE ROLE OF THE

ISRAEL~-US CHAMBER OF COMMERCE IN ISRAEL.

The various chapters of 1Israel-US Chamber of Commerce in
Israel and the US play an important role in expanding business
relationships between the US and Israel.

As we look to 1990, the question must be answered, ''How can
the Chamber expand its programs to increase business relationships
between US and Israeli business executives?’' One way 1is for
the Chamber to serve as the conduit to assist missions of Federa-
tions, UJA, etc., to meet their counterparts in business. I
believe we will find many non-profit organizations moving into
the area of setting up missions of corporate executives to Israel
for expansion of business relationships. The Chamber has the
facilities and the active membership to make this program succeed.

In addition, the Chamber in Israel might well renew its refer-
ral structure of business leads to the USA to determine if this
is the most effective way of serving Israeli exporters. I would
hope that the Chamber could implement some of the recommendations
contained in this plan.

RECOMMENDATION #92 - WE NEED TO ENCOURAGE MORE ISRAELI COMPANIES

TO SELL A PORTION OF THEIR COMMON STOCK ON THE OVER-~-THE-COUNTER

MARKETS IN THE USA.

Ten Israeli companies have come to Wall Street to sell shares
in their companies. This program has increased the expansion
opportunities of their companies as fresh capital is brought
into Israel.

While the Dow-Jones industrial average rose only 47 percent
between August 2, 1982 and August 1, 1983, nine Israeli securities,
most of them newcomers to the US investment scene, outperformed
it by appreciating at an average of 97.9 percent.

Israeli securities are not exactly a novelty for AmeriGan
investors. Indeed, Israeli firms have received a warm reception
in the US since the first Israel-based company came to raise
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2 Aug.82 1 Aug.83 Share Change Original
Company Exchange Price Price Splits ‘ in % $1000
American Israeli

Paper Mills ASE 6 3/8 7 5/8 + 20 $1200
2MPAL ASE 15/8 4 7/8 +200 2998
Electronics Corp
Of Israel orC 11 1/4 16 5/8 + 48 1480
Elron Electronics '

Industries orcC 15 1/2 14 1/2 (3/2)=29 1/4 + 40 1400
Elscint o1C 13 1/8 18 1/4 (2)=51 1/2 +178 2780
Etz Lavud ASE 12 27 +124 2240
InterPharm Labs oT1C 3 3/8 6 3/4 +100 2000
Laser Industries ASE 7 1/4 18 5/8 +157 2570
Scitex Corp QIC 15 1/4 25 3/4 (3/2)=38 1/4 +153 2533
Teva Pharmaceutical o1C 9 1/4 5 1/2 - 41 - 594

Source: Bank Leumi

Much of the credit for these success stories on Wall Street
goes to Fred Adler & Company. He has had the foresight and the
necessary judgment to take these companies public in the US at
the right time. Fred Adler can be an important figure in bringing
more Israeli companies to Wall Street in the future.

RECOMMENDATION #93 - WE NEED TO ESTABLISH A MUTUAL FUND IN THE

US TO SELL ISRAELI STOCKS.

Private entrepreneurs need to establish a mutual fund made
up of high technology Israeli stocks sold in the USA and Israel.
As a result of the successes of many Israeli companies in the
US market, there is a considerable interest in America in the
stock of these companies. I propose that a $25 million mutual
fund be created to market Israeli securities in the US -- particu-
larly in the high technology field.

This fund can be used as an alternative to the cashing in
of Israeli bonds. Many holders of Israeli bonds would prgfer
to have an equity position after holding Israeli bonds to maturity.

We need to find an investment banking firm to qnderwrite
this type of fund. We have a detailed proposal available to
interested parties.
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Thought should be given to setting up a lottery to provide

university scholarships in Israel. Israel has the machinery
through its local lottery programs. This could be expanded to
sell 1lottery tickets worldwide with case awards -- free trips

to Israel, a second home in Israel, etc.

The Greza Frankfort, a German credited lottery, advertises
tickets for $350 each. They offer 500,000 tickets with 241,588
DM to the winners. There are two top awards of 3,000,000 DM.

By setting up an international lottery in Israel to be sold
worldwide, substantial funds could be made available for scholar-
ships. This will help fill the need to provide additional Israeli
engineers in the years ahead.

RECOMMENDATION #97 - THERE IS A NEED TO SET UP A PRIVATE VEHICLE

TO ASSIST ISRAELI FIRMS TO ACQUIRE US COMPANIES WHO WILL EXPAND

INTO ISRAEL.

There are a number of Israeli companies that would benefit
by owning a US company that has developed product lines and market-
ing capability. Uzia Galil, Chairman of Elron, has pointed out
that Israelis, by- buying these companies, might well expand their
product lines and marketing facilities.

All too often, 1Israeli companies 1look for joint ventures
with US companies and are unsuccessful. By buying over 51 percent
of the stock of certain US companies, they can expand their cpera-
tions into 1Israel and use their marketing capability to sell
the Israeli-made products in EEC countries and the US.

We need to have a privately funded vehicle that will provide
the brokerage service to find the US companies and offer them
to appropriate Israeli companies.

RECOMMENDATION #98 - WE NEED TO DEVELOP AN ISRAELI COMPETITION

FOR ADVANCE TECHNOLOGY.

With Israel's industrial thrust being in the area of high
technology, we should consider designing a competition for advance
technology. We in the USA can join with Israelis in the setting
up of the program by providing US awards via advanced training
in US institutions.

RECOMMENDATION #99 - WE NEED TO MARKET A PERIODICAL IN THE UsS

TO BE KNOWN AS "BUSINESS ISRAEL."

There is a limited amount of business information flowing
from Israel to the business community in the US. As a result,
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ago." It was suggested, "These areas offer considerable exemptions
from custom duties, indirect, direct, property and income taxes
-- plus a hefty government grant for constructing the plant and
even for its equipment, and free developing of the area, such
as roads, water, etc. The main drawback was that all these bene-
fits were accompanied by plenty of red tape -- although this
problem is gradually being licked."

Consideration should be given to the expansion of the Haifa

and Eilat free port zones. The "Journal of Commerce” pointed
outs '"'The 'awakening' of these free zones after so many years
is due to several factors. The first is the fact that companies

can maintain a low profile, in an area which is rife with distur-
bances, not only in the Middle East, but especially in certain
parts of Africa."

"The second reason is the 'peace process,' initiated by
Egyptian President Sadat two years ago, which has switched the
impression that Israel was prone for future turbulence to the
feeling that a settlement would eventually be reached between
Israel and its neighbors. Thus, many African countries are eyeing
Israel as a place where their raw materials can be shipped, manu-
factured and sent on to Europe."

RECOMMENDATION #103 - THERE IS NEED TO DESIGN NEW ATTRACTIONS

TO EXPAND TOURISM FROM AMERICA TO ISRAEL.

Tourism can play a major role in making Israel financially
independent in 1990. Israel offers excellent facilities for
visitors, whether they be Jewish or Christian. It has been report-
ed:

"A total of nearly one million visitors from around the world
traveled to Israel in 1982. Translated into dollar terms,
these visitors represented $1 billion in income for Israel,
making tourism one of Israel's more important sources of
foreign currency.

The 'added value' for tourism is 85 percent, meaning that
the tourist industry earned a net income in foreign currency
of about $850 million, thereby outranking all other major
export industries in this respect.

To further illustrate tourism's economic impact, recent figures
combining tourism and E1 Al Israel Airlines revenues, 1nd1caFe
that in 1981, tourism accounted for one-fifth of Israel's
exports of services, and constituted 11 percent of the coun-
try's total exports (goods plus services.)

Last year, Israel's tourism industry experienced one of .its
roughest periods. From 1980, when the number of tourists
visiting Israel peaked at 1.17 million, the figure dropped
to 1.07 million in 1981; and to 996,000 in 1982 -- a 12 percent
decrease from the previous year.
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2) Sports & Health Facilities

a) Tennis schools similar to the John Gardner Schools in
the United States -- This requires employing top profes-
sional talent, both from within Israel and outside of
Israel to provide the training needed. Programs similar
to those provided by US tennis camps would be made avail-
able to youth wanting to spend a summer in Israel. Tennis
tournaments for various age groups would be set up within
Israel.

b) Golf -- A whole range of golf tournaments, instruction,
etc., similar to that provided for tennis would be arranged
for in Israel.

c) Health Spas -- Health spas similar to La Costa, would
be created in Israel.

d) Art -- An international art exhibit would be staged twice
a year in Israel.

e) Film -- An international film competition would be staged
annually in Israel.

f) Photography -- An international photographic show would
be staged in Israel bi-annually.

g) Campgrounds -- A number of campgrounds similar to the
KOA Campgrounds in the United States could be established
throughout Israel. The cost of hotels in the major cities
in Israel has become very high. Many people would like

to travel throughout Israel with their families and stay
on campgrounds.

h) Hostels =-- There is need for a number of youth hostels

to be built in Israel to make it possible for more young
people to spend their summer in Israel.

RECOMMENDATION #104 - ESTABLISHMENT OF A MUSEUM OF SCIENCE AND

INDUSTRY IN TEL AVIV..

There are large numbers of visitors who come to Israel who
would be interested in viewing the high technology products being
manufactured in Israel, and which will be manufactured in the
future. I recommend that consideration by given to development
of a Museum of Science and Industry to be built in Israel. France
has announced that in 1985 the government will open a Museum
of Science and Industry in Paris. There will be 340,000 square
feet of exhibition hall, libraries and laboratories, plus a plane-
tarium.

A museum of this type in Israel will help initiate and promote
Israeli high technology. This will have the final effect of
increasing exports of high technology products.






APPENDIX A: GOVERNMENT-OWNED COMPANIES

(Subject to Update)

Mining and quarrying:

Dead Sea Bromine Company Ltd.
Negev Ceramic Material Ltd.
Negev Phosphates Ltd.

Dead Sea Works Ltd.

Manufacturing:

Elta Electronics Industries Ltd.

Haifa Chemicals Ltd.

Chemicals and Phosphates Ltd.

Arad Chemicals Industries Ltd.

Electrical and Mechanical
Services Ltd.

TAMI (I.M.I.) Institute for
Research Development
Bromine Compounds Ltd.

Construction:

Mekorot Construction and
Development Ltd.

Transport and storage:

Mifalei Tovala Ltd.

0il Products Pipeline Ltd.
TESHET-Tourist Enterprises
and Aviation Service

JEWISH AGENCY COMPANIES
(Subject to Update)

Chemical production

Quarrying of ceramic materials
Mining & production of
phosphates

Extraction of potash and other
minerals from the Dead Sea

Development and production of
electronic systems

Production of potassium nitrate
and phosphatic acid
Production of fertilizers and
basic chemicals

Production of phosphatic and
other basic chemicals
Assembly and production of
pumping equipment, electrical
control systems, etc.
Research and development

Basic chemicals

Civilian construction, earth-
work and dwelling

Land transport
0il transport
Tourist and aviation service

The Jewish Agency has at least a 50% interest in the following:

Manufacturing:

Yakhin Hakal Ltd.

Yitsur Upituah

Luchot Hagalil Ltd.
Mifalei Batim Tromim
(M.B.T.) Ltd.

‘Citrus growing canning, pro-
cessing of fruits and
vegetables

Farm contractor, vegetable
dehydration and canning
Manufacture of fibreboards
Prefabricated housing, build-
ing from concrete elements
precast in its own plants






Construction (continued):

K.B.A. Townbuilders Group Ltd.

Housing and Development for
Israel Ltd.

Water:

Tahal Consulting Engineers Ltd.

‘Transport and storage:

"E1-Al Israel Airlines

Ayalon Highway Co. Ltd.

Petroleum Services Ltd.
Tourism:

Tourist Industry Development
Corporation Ltd.

Insurance:

The Israel Foreign Trade Risk
Insurance Corp. Ltd. '

Miscellaneous:

Israel Oceanographic and
Limnological Research Ltd.

Urban development and
construction

Construction of homes and
commerical and communal
centers

Engineering planning and con-
sultation in Israel and
overseas

International passenger and
cargo aviation services
Planning, implementation and
administration of Ayalon ex-
pressway and initiation of
other transportation projects
in Greater Tel Aviv

0il storage

Loans and other economic
aid for tourist enterprises

Foreign trade risk insurance

Oceanography and limnological
research






Chemicals, etc.

Miles Laboratories, Inc.
Monsanto Company
Mundi-International Ltd.
Overseas Public Utilities & Gas
Pennwalt Corporation

Finance & Insurance

Brink's, Inc.

Commercial Credit Corp.
Dun & Bradstreet, Inc.
First Pennsylvaniu Corp.

Textiles
Brawer Bros. Silk Co., Inc.

Glenoit Mills, Inc.
I.M.I. Associates, Inc.

Phillip Bros. Chemicals
Revlon, Inc.

Sigma Aldrich Corporation
Three H. Corporation

Witco Chemical Corporation

Frank B. Hall
Manufacturers Life Insurance Co.
Mortgage Guaranty Insurance Corp.

Rospatch Corporation
United Merchants &
Manufacturers, Inc.

Tourism, Transportation & Entertainment

Avis, Inc.

Canadian Pacific

CBS Records (Division of
Columbia Broadcasting System)

Hertz Corporation

Paper

Hudson Pulp & Paper Corp.
International Paper Company

Miscellaneous

Butler

Coca Cola Bottling Co.

The A. Epstein Companies, Inc.
Hasbro Industries, Inc.

Hilton Hotels Corporation
Hyatt International Corp.

ITT Sheraton Corp. of America
Ramada Inns, Inc.

Sonesta International Hotels Corp.

Tri-Wall Containers, Inc.
Union Camp Corporation

Manpower, Inc.

Joseph E. Seagram & Sons, Inc.
United Artists

Zale Corporation






Project

Digital Storage by P.C.M.

Automatic Transmission

Biotechnology for Marine Animal
Development

Solar Energy for Steam

Industrial Robot

Automatic System for Fruit Sorting

Waste Treatment etc.

Teaching System for Computer
.Languages

CAD .for Integrated Circuits

Solar—generated electrical power

for homes

Israeli Company

Telbit
IDC

Oceanographic Inst.
Luz

Sharnoa

Eshet Ayalon

Migal

Lantek
Softal

—

Solar Power Labs

The total foreign investment in these projects is about $34,000,000

during 1982-83.

The Israeli government offers matching loans to the Israeli companies
to augment the foreign investment, through the Office of the Chief
Scientist of the Ministry of Industry and Trade.

The projects noted above represent a.good cross-section of Israeli
technological expertise. Note that virtually the projects fall into

one of 5 categories:

Computers and Electronics

Sophisticated Mechanical Devices
Medical and Biological Systems

Energy Sources
Agrotechnology
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SJOMPANY SALES PROFITS R&DEXPENSE EMPLOYM'T
1880  Percent Percent 1980 Percent 1980  Percent Percent
millions change annual millions annual  milliens change Percent Percent Dollars annual
of from change of change of from of of per thange
dollars 1979  (1976-80) doMtars (1976-80) dolars 1979  sales profits employee (1976-80)

Jquid Air of North America 408 10.6 1.1 29 8.6 2.2 42,5 0.5 7.4 535 7.7
.octite 199 23.4 24.0 26 39.5 5.0 27.4 25 19.4 1937 14.2
Lubrizot 902 - 244 16.9 112 19.9 27.7 225 3.1 249 6678 3.1
-AacDemmia 57, 15.9 14.9 5 248 2.6 34.3 45 48.2 4904 NA
Jonsanto 6574 6.2 12.7 149 -10.3 204.4 26.7 3.1 137.4 3306 1.0
‘Morton-Norwich Products 847 15.7 10.4 48 33.6 218 13.7 2.6 457 1981 2.1
Nalco Chemical . 617 6.5 15.3 72 16.3 277 28.5 45 384 6287 39
Olin 1853 42 8.2 34 -8.4 30.9 18.4 1.7 91.1 147 2.2
Pennwalt 1189 10.1 10.9 43 8.1 256 8.2 2.2 59.1 2006 2.0
Petrolite 254 358 16.8 25 16.0 6.4 13.9 25 256 3353 NA
Products Research & Chemical 48 15.0 19.0 4 27.6 1.6 28.8 3.4 438 2680 NA
Reichhold Chemicals 885 1.2 16.0 16 25 6.3 -1.6 0.7 394 1138 4.6
Rohm & Haas 1725 8.5 14.6 94 26.6 66.9 242 3.9 713 5060 -0.7
SCM 1892 7.9 8.5 54 14.1 34.2 42,5 1.8 63.5 1248 13
Stauffer Chemical 1695 11.4 12.0 137 6.7 44.4 20.0 2.6 325 3321 08
Stepan Chemical 158 8.6 12.6 5 42 5.0 171 3.2 923 6097 4.4
Sun Chemical 514 9.3 15.7 31 30.5 10.6 15.2 241 33.7 1738 NA
Union Carbide 9994 8.9 12.3 673 10.7 166.0 3.1 1.7 247 1430 1.5
Witco Chemical 1176 216 18.0 41 242 14.6 25.9 12 35.7 2116 NA

INDUSTRY COMPOSITE 89877 117 15.1 4847 114 21611 174 24 446 2478 3.6
CONGLOMERATES
Avco 2150 11.3 12.2 117 38.9 171 5.1 0.8 14.6 632 NA
Chromalloy American 1518 -1.2 15.2 44 17.3 6.1 348 0.4 13.7 282 NA
Colt Industries 2166 1.2 15.1 98 134 25.1 21.0 1.2 25.7 803 24
Emhart 1803 14.6 30.4 67 19.3 38.7 4.3 2.1 578 1154 : 18.8
iT 18530 7.4 12.3 894 84 504.7 15.7 2.7 564 1577 NA
Kidde 2539 11.2 188 87 16.6 252 34.0 1.0 28.8 475 NA
LTV 8010 0.2 15.4 128 76.7 41.0 13.6 0.5 32.1 645 NA
Lear Siegler 1423 7.2 19.2 66 29.8 15.4 10.8 1.1 234 640 8.7
Litton industries 4242 3.9 52 291 69.2 76.0 10.4 1.8 26.1 1007 -5.1
Martin Marietta 2619 271 19.9 188 28.8 9.5 234 0.4 5.1 274 10.2
mockwell International 6907 118 9.5 280 19.9 1011 2.7 1.5 36.1 934 -2.2
Signal 4285 1.0 16.3 152 34.5 139.4 10.6 33 91.5 277 NA
‘RW 4984 93 14.6 212 15.0 66.9 13.6 1.3 316 711 3.0
Teledyne 2926 8.2 11.4 344 306 375 9.7 1.3 10.9 785 NA
Textron 3377 9.1 9.6 169 11.0 92.5 -1.7 27 546 1516 -1.0
Union 196 72 12.7 5 12.3 1.1 9.0 0.6 216 288 NA

INDUSTRY COMPOSITE 67675 7.2 19.9 3143 323 1197.3 11.6 1.8 381 1141 NA
SONTAINERS
American Can 4812 6.6 12.2 86 35 410 5.7 0.9 47.8 804 2s
Ball 699 259 13.3 24 143 7.0 6.8 1.0 28.7 637 NA
Continental Group 5120 135 10.1 225 15.3 410 -42 08 18.2 704 -0.4
Y aryland Cup 579 17.9 16.7 26 185 1.0 00 0.2 3.8 95 6.9
Owens-Hlinois 3906 1.5 11.3 149 10.6 26.9 18.0 0.7 18.0 457 -2.4

INDUSTRY COMPOSITE 15115 11.3 11.4 510 11.3 116.9 4.4 0.8 229 617 6.0
DRUGS o .1

i .8 455 31 .
Abbott Laboratories 2038 18.6 16.6 214 25.0 97.6 13.7 4
American Home Products 3799 11.7 11.1 446 123 101.6 128 ?; g%g fggg 1 g
American Hospital Supply 2340 14.7 15.1 122 17.0 38.9 11.5 2.9 60.8 b -0'8
American Sterilizer 207 209 8.1 10 16.7 6.0 241 . R X
i .4 57.2 218 4.2 446 1775 6.1

gﬁﬁﬁﬁ&‘éﬁ?ﬁ’éﬁfwa"’m 1374; 12:3 }3‘}, 1 gg 32.9 39.2 17.7 4.2 60.5 1901 5.7
Bristol-Myers 3158 147 110 27 134 1286 249 41 475 3674 NA
Chattem 72 15.6 16.0 3 18.9 1.2 57 1.7 390 1869 NA
Caooper Laboratories 173 5.0 15.3 21 66.1 64 -236 37 306 1869 NA
ICN Pharmaceuticals 63 -18.9 -5.2 1 NA 1.1 -269 1.7 127.6 1087 NA
Johnson & Johnson 4837 149 17.4 401 17.7 2328 20.8 4.8 581 3133 70
Litly (E1i) 2559 137 16.5 342 148 200.7 13.0 7.8 58.7 7142 41
Mallinckrodt 442 12.6 15.3 36 14.7 15.5 19.6 35 430 3225 45
Marion Labcratories 116 17.9 14.7 8 59 10.3 25.0 89 122.7 5800 NA
Merck 2734 14.7 14.5 41§ 13.0 233.9 24.4 8.6 56.3 7402 40

Pfizer 3029 10.3 128 255 13.0 159.9 16.1 5.3 628 3881 0.7


















Project

Description

Talk Doubler

Materials
Handling

Controls for
Artificial
Kidney

Solar Heating
of Swimming
Pools

Fingerprint
Identifica-
tion

Aluminunm
Recovery

Telephone line systenm
for doubling capacity

Novel 'system for handling

Israeli Pirm Foreign Participant

ECI

Popper

Joint project with large

US fim

particulate products based on Engineering Joint project with large

low energy vibration

Development of electronic
control system for kidney
machines

Solar collectors and con-
trol systems for swimming
pools

Security system for factories

Blbit

Electra

based on instant fingerprint El-De

identification

Non-electrolytic production Ramot

of aluminum from local
materials

US Firm

US group invested $500,00(

US group invested $500,00¢

Joint projects with large
European company

Joint project with large
Us firm

In addition there are projects with the support of a World Bank loan
totalling $5,000,000 over a five year period:

Projact

Solar Ponds

Tomographic Scanner -

Rural Telephone Exchange

Industrial Infrastructure

in Negev

Israeli Company

Solmat

Elscint

Tadirah

Applied R&D Institute at Ben Gurion University








