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The U.S. Role
In Israel’s Arms Industry

By Bishara A. Bahbah

In a December 1986 New York Times ar-
ticle, Robert Friedman states that
Israel has become one of the world's
top 10 arms exporters.! A recent
report by the Stockholm International
Peace Research Institute (SIPRI), en-
titled Arms Production in the Third
World, identifies Israel as the Third
World'’s largest arms producer be-
tween 1980 and 1984. Among the
main Third World arms producers,
according to the report, Israel is the
only important producer and exporter
of the four major arms categories—
aircraft, armored vehicles, missiles
and ships.? Friedman'’s article and
the SIPRI report places Israel head to
head in the international arms market
with major industrial powers such as
Britain, France and West Germany.
Israeli arms have reportedly been sold
to 64 countries and a host of other
military movements in Africa, Asia,
Europe, Latin America, the Middle
East, North America and the South
Pacific (see table, page 3.).

Of the $1.2 billion that Israel
reportedly exports annually in arms
and security services,? roughly $500
million is exported to the United
States.* The inevitable question that
comes to mind is: How can Israel, a

Bishara A. Bahbah is the author of the re-
cent book, Israel and Latin America:
The Military Connection.

fledgling country of four million
people, afford all the research and
development, capital, personnel,
facilities and extensive marketing net-
work required by a highly sophisti-
cated arms industry and yet suc-
cessfully penetrate the intensely com-
petitive, but lucrative, U.S. arms
market?

The success of the Israeli arms in-
dustry can be attributed to a combina-
tion of domestic and foreign factors.
The domestic factors include: the
presence of a large pool of highly
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skilled workers, scientists and
engineers; a government policy that
actively encourages arms production
and military research; and a broad
public consensus favoring arms pro-
duction and arms exports. Secondly,
Israel’s arms industry would not have
progressed beyond the stage of pro-
ducing ammunition and light arms or
reconditioning surplus stocks without
contributions from abroad —initially
from Europe and subsequently from
the United States.




The Transition from
Europe to the United States

Prior to 1967, most of the technology
or expertise for the manufacture of
weapons in Israel was obtained from
France or West Germany, taking the
form of machines, tools, production
lines and even entire industrial
military plants.® In the late 1950's, an
agreement was negotiated with the
French firm Fouga for the assembly of
12 Magister trainer jets in Israel. Many
parts of the plane were produced
domestically, and when the produc-
tion of the French-made wings
lagged, Israel purchased entire wing
assemblies from Heinkel, the West
German firm that manufactured the
Magister under license from Luftas.®
Israel’s famous Kfir C-2 fighter
bomber, now in its second generation,
was built using the stolen blueprints
of France’s Mirage-5, to which the
powerful American-made General
Electric J79 engine was added.”
Israel also made use of foreign
military equipment considered ob-
solete, building several hybrid
weapons from the parts of outdated

2

equipment. Thus, the Isherman and
Supersherman tanks were built from
old French M4 and U.S. M50 Sher-
mans, and the T1-67 evolved from
about 300 Soviet-made T-54/55 tanks
captured in the June 1967 war.® The
Galil assault rifle, one of Israel’s
bestsellers on the international
market, is simply a lighter version of
the Soviet-made Kalashnikov rifle.’

Although by 1966-67, Israel’s arms
industry claimed capability of pro-
ducing 400 small arms items, it was
the French arms embargo, following
the June 1967 war, that spurred Israel
to direct its arms industry “toward
fulfillment of its all-encompassing
ideal —the total supply of all re-
quirements in arms and munitions of
every kind, their components, aux-
iliary equipment, spare parts, ex-
plosives, propellent fuels, chemicals
and all else needed for the defense of
the state.”0

To implement its decision, Israel
needed, among other things, the
necessary capital and the techno-

logical expertise. At first Israel focused
on its Western friends and allies to
provide what was needed. However,
when assistance was not forth-
coming, Israel took matters into its
own hands. In 1969, for example,
Israeli agents stole the blueprints of
the French Atar 9-C engines used in
the Mirage-3 and Mirage-5 aircraft.
Armed with detailed plans for both
engine and air frame, Israel secretly
built the Mirage, fitting it with an Atar
engine. Code-named the Nesher, or
Eagle," the aircraft first flew in 1971
and was later used during the October
1973 war.

Although Israel continues to have
access to European technology, as a
member of the Common Market's
free-trade area, it has received con-
siderably less European input, par-
ticularly since the late 1960’s. Instead,
the United States has emerged both
as the principal source of Israel’s
sophisticated weaponry and an in-
dispensable partner in its arms
industry.



In the 1950, the United States pro-
vided Israel with its first access to
arms production technology. Al-
though a formal military assistance
relationship existed between the two
countries, not much military coopera-
tion was in place. It was not until 1962
that the U.S. offered Israel some
military loans and only in 1966 that

Israeli Arms
Customers by Region’

Country/Reference Source

AFRICA

Cameroon: Jerusalem Post, August 28, 1986, p. 1.
Central African Republic: Interview with
Naomi Chazan, coordinator, Africa Research
Unit, the Truman Institute, Hebrew University,
Cambridge, Mass., April 1983.

Ciskei (South African homeland): Aaron
Klieman, Israel’s Global Reach, 1985, pp. 135-142;
and Hadashot, October 15, 1984, p. 1
Ethiopia: New York Times, November 19, 1978.
Gabon: Ignacio Klich, “Israeli Arms,” South,
April 1982; interview with Naomi Chazan.
Ghana: Stockholm International Peace
Research Institute (SIPRI), Arms Trade Register,
1975 (London: Taylor and Francis, 1975), p. 36.
Kenya: New York Times, November 19, 1978.
Liberia: Aaron Klieman, Israel’s Global Reach,
1985, pp. 135-142; and Hadashot, October 15,
1984, p. 1.

Malawi: Gregory Orfalea, “Arms Buildup in the
Middle East,” The Link 14 (September-October
1981): 7.

Morocco: Aaron Klieman, Israel’s Global Reach,
1985, pp. 135-142; and Hadashot, October 15,
1984, p. 1.

Nigeria: Benny Morris, “Arms at Any Price,”
Jerusalem Post, June 4, 1982,

South Africa: Uno Mas Uno, November 14, 1978,
Swaziland: Aaron Klieman, Israel’s Global
Reach, 1985, pp. 135-142; and Hadashot, October
15, 1984, p. 1.

Tanzania: Ibid.

Uganda: SIPRI, Arms Trade Register, 1975, p. 89.
Zaire: Salt Lake Tribune, December 15, 1982; and
Los Angeles Times, January 13, 1983.
Zimbabwe: Uno Mas Uno, November 14, 1978.

ASIA

Burma: SIPRI, Arms Trade Register, 1975, p. 3.
China: Barricada (Managua), January 22, 1981;
Nuevo Diario (Managua), August 31, 1982;
“China Has Secret Military Pact with Israel,” Salt
Lake Tribune, November 21, 1984; and Jerusalem
Post, October 15, 1984, p. 1.

India: Carl Alpert, “Making andSeﬂmgArms
Helps Keep Israel Free—But It Bothers Her,”
Jewish Week, August 13, 1982.

it agreed to ensure the sale of arms to
Israel, if not from the Western allies,
then from the U.S. itself.®

The post-1967 period witnessed the
forging of a strong alliance between
the U.S. and Israel. In December 1967,
the U.S. supplied its first major arms
shipment to Israel which consisted of
Skyhawk jets, followed by the sale of

Indonesia: SIPRI, World Armament and Disar-
mament Yearbook 1981, p. 224.

Malaysia: Uno Mas Uno, November 14, 1978.
Nepal: SIPRI, Arms Trade Register, 1975, p. 37.
New Guinea: Aaron Klieman, Israel’s Global
Reach, 1985, pp. 135-142; Hadashot, October 15,
1984, p. 1; Jewish Telegraphic Agency, February
8, 1985.

Phillippines: U.5. Congress, House Commit-
tee on Foreign Affairs, Economic and Military Aud
Programs in Europe and the Middle East, 96th
Cong., 1st sess., 1979, p. 84.

Singapore: Monthly Review, January 1973, p. 58.
South Korea: Uno Mas Uno, November 14, 1978,
Sri Lanka: SIPRI, Arms Trade Register, 1975, p. 41.
Taiwan: Uno Mas Uno, November 14, 1978.
Thailand: Agencia Latino Americana De Informa-
cion, November 17, 1977; Christian Science
Monitor, December 27, 1982.

EUROPE

Austria: SIPRI, World Armament and Disarma-
ment Yearbook 1977, p. 276.

Belgium: [srael Export and Trade Journal, May
1977.

France: Jane Friedman, “Israel’s Uzi Sub-
machine Guns,” New York Times, February 7,
1982.

Great Britain: [bid.

Greece: New York Times, November 19, 1978,
Romania: Jerusalem Post, June 4, 1982,
Switzerland: Jewish Telegraphic Agency,
December 23, 1981.

West Germany: Los Angeles Times, July 29, 1981.
LATIN AMERICA

Argentina: New York Times, May 9, 1982, p. 6;
and Washington Post, December 16, 1982,
Bolivia: SIPRI, World Armament and Disarma-
ment Yearbook 1977, p. 311.

Brazil: Latin American Weekly Report, December
24, 1982, p. 11.

Chile: Yediot Ahronot, January 25, 1979; and
SIPRI, World Armament and Disarmament Year-
book 1982, p. 410.

Colombia: SIPRI, WarldAnmmentand Disarm-

arnent Yearbook 1982, p. 210; Latin America Regional
Reports—Andean Group, January 22, 1982, p. 1.
Costa Rica: Financial Times, October 22, 1982.
Dominican Republic: Ronald Slaughter, “Israel
Arms Trade Cozying to Latin Armies,” NACLA
Report 16 (January-February 1982): 52-53.

Ecuador: New York Times, November 19, 1978.
El Salvador: New York Times, November 19, 1978;
and SIPRI, World Armanent and Disarmament

Phantom jets in September 1969.
These major arms sales marked the
changeover in Israel’s military arsenal
from French to American technology,
and was to lead to a growing military
and economic dependence on the
United States.®

Yearbook 1982, p. 213.

Guatemala: Christian Science Monitor, October
28, 1981; and Latin America Weekly Report,
September 5, 1980, p. 8.

Haiti: Ronald Slaughter, “Israel Arms Trade
Cozying to Latin Armies,” pp. 52-53.
Honduras: Latin America Weekly Report,
December 17, 1982; and Guardian, January 26,
1983.

Mexico: Excelsior, March 14, 1982; and Jerusalem
Post, January 12, 1981.

Nicaragua: Newsweek, November 20, 1978, p. 68;
and Latin America Weekly Report, May 16, 1980.
Panama: SIPRI, World Armament and Disarma-
ment Yearbook 1976, p. 275; and Excelsior, February
25, T97F:

Paraguay: SIPRI, World Armament and Disarma-
ment Yearbook 1977, p. 332.

Peru: Latin America Weekly Report, January 1982,
pa

Venezuela: SIPRI, World Arnnament and Disar-
mament Yearbook 1982, p. 237,

MIDDLE EAST
Iran: New York Times, November 19, 1978 and
August 24, 1981.
Lebanon: New York Times, November 19, 1978.

Turkey: Christian Science Monitor, January 6,
g1y i g

NORTH AMERICA

United States: Washington Post, July 21, 1982;
and Israel Business and Investors Report, August
1981.

Canada: fewish Telegraphic Agency, January 7,
1982; and Excelsior, April 11, 1977.

SOUTH PACIFIC

Australia: Israel Export and Trade Journal,
September 1973, p. 26.

New Zealand: Aaron Klieman, Ismel’s Global
Reach, 1985, pp. 135-142; and Hadashot, October
15, 1984, p. 1

* Reprinted from Israel and Latin America:
The Military Connection (St. Martin's Press
in association with the Institute of
Palestine Studies.)



U.S.-Israeli Arms Production

and Exports

Four main agreements, detailing
United States’ commitment to the
development of Israel’s arms industry
and the promotion of Israeli arms ex-
ports, have been signed by the United
States and Israel. The first, widely
considered a replacement for the old
Franco-Israeli pact, was a 1970 Master
Defense Development Data Exchange
Agreement. This agreement “permits
and facilitates the exchange of infor-
mation important to the development
of a full range of military systems in-
cluding tanks, surveillance equip-
ment, electronic warfare, air-to-air
and air-to-surface weapons, and
engineering.”" By mid-1982, 19 sepa-
rate data exchange annexes, covering
individual projects under the agree-
ment, had been concluded.®

The March 1979 Memorandum of
Agreement (MOA) committed the
U.S. to stimulate various types of
cooperation in research and develop-
ment (R&D), and procurement and
logistics support of selected defense
equipment. Annex A provides for
three areas of cooperation in research,
while Annex B seeks to promote
reciprocal defense procurement.

Annex A, expanding the Master
Defense Development Data Exchange
Agreement, provided for cooperative
R&D programs. These include: joint
R&D; supporting R&D where one
country contractor performs R&D for
the other country; and competitive
R&D whereby one country’s contrac-
tor competes against the other coun-
try’s contractor in bidding on contract
awards. The final aspect of this annex
involved a scientist and engineer ex-
change program.’

Annex B allows Israeli firms to sub-
mit competitive bids for more than
560 military items and services
without application of Buy America
Act restrictions, an arrangement
similar to the one accorded to
America’s NATO allies. Under the
MOA, Israeli military sales are exempt
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Agreement

from customs duties as long as they
satisfy performance, quality, delivery
and cost requirements.” In 1981,
Israeli firms sold the Department of
Defense and its contractors an
estimated $50 to $100 million worth of
goods under this Memorandum of
Agreement. 8

In March 1984, the 1979 Memoran-
dum of Agreement, renewed and
revised to incorporate a number of
“improvements,” primarily increased
Israel’s access to the U.S. arms market.
The number of categories open for
Israeli arms sales was expanded. At
the same time, U.S. officials could no
longer veto arms deals with Israel for
political reasons after the bidding pro-
cess had been completed.”

Finally, the Memorandum of
Understanding (MOU) on Strategic
Cooperation, signed on November 30,
1981, incorporated a commitment
made by then Secretary of State Alex-
ander Haig to purchase Israeli military
equipment worth up to $200 million

U.S. Input in

a year. The objective of this commit-
ment was to strengthen and stimulate
Israel’s defense industry,® since the
MOA only formalized an existing U.S.
commitment to enhance Israeli arms
sales to the United States. In April
1981, an interagency Defense Trade
Task Force, made up of the Depart-
ments of State and Defense, was
established to implement the Defense
Trade Initiative which intended to
“enhance Israel’s defense industry’s
competitiveness to facilitate DOD pro-
curement of up to $200 million a year
in Israeli-produced equipment.”*

The MOU reiterated the desire of
both countries to further military
“cooperation in research and develop-
ment, building on past cooperation in
this area.”?? Although the MOU,
along with the Defense Trade In-
itiative, was suspended following
Israel’s annexation of the Golan
Heights in December 1981,%* both
were formally reinstated in November
1983.

Israel’s Arms Industry

The U.S. role in Israel’s arms industry
has been diverse and extensive. The
U.S. has:

funded Israeli military research and
development;

permitted the transfer of sensitive
technology through joint ventures
and subsidiary relationships;

allowed Israel liberal and exceptional
uses of FMS funds;

promoted co-production, licensed
production and subcontracting
agreements;

agreed to Israel’s modification and
selling of U.S. military equipment;

awarded service and maintenance
contracts for U.S. forces; and

purchased and leased Israeli military
equipment.

Research and
Development

The United States has promoted, and

at times even funded, Israeli military
research and development. Annex A



of the March 1979 U.S -Israeli Memo-
randum of Agreement provided for
cooperative research and develop-
ment programs, while the 1984
Memorandum of Agreement provid-
ed for cooperation with the U.S. Air
Force on air-to-air and air-to-surface
weapons, electro-optic technology,
tactical communications, chemical
warfare defenses and electronic war-
fare. According to Lt. Gen. Louis
Wagner, Army deputy chief of staff for
research, development and acquisi-
tion,* U.S. Army cooperative efforts,
under the terms of the MOA, centered
on data exchanges and government-
to-government programs.

In order to facilitate and explore the
potential of U.S.-Israeli cooperation in
the area of R&D, the Israeli Embassy
in Washington, D.C., organized a two-
day conference in June 1986. The con-
ference, hosted by the Israeli military
attache, Maj. Gen. Uri Simchony,
brought together Israeli and Amer-
ican speakers who addressed a
selected group of U.S. businessmen
interested in promoting Ré&D cooper-
ation in electronics, electro-optics,
metal work, lasers, computers and
computer software.*® A month later,
Israel revealed that it was seeking
R&D funding from the U.S. similar to
that granted to NATO countries.

Part of the U.S. funding of Israeli
R&D comes from the recycling of a
portion Israel’s loan payments. In ad-
dition, since 1977 the U.S.-Israeli Bina-
tional Research and Development
Foundation, commonly nicknamed
Bird-F, has been a major conduit of
financing for Israeli companies in-
terested in developing and manu-
facturing products specified by U.S.
business.” Other funding has been
traced directly to the U.S. military
establishment. In an April 1986 inter-
view, the President of the Technion,
Israel’s leading institute of technology,
stated that “for years Technion
research has been funded by the U.S.
Air Force . . . "%

A potentially large source of fund-
ing for Israeli R&D presented itself
when, in March 1983, President
Ronald Reagan formally announced
plans for the Strategic Defense In-
itiative (SDI), commonly known as
Star Wars. The U.S. invited 18 coun-

tries to participate in the $26 billion
SDI research program, aimed at
establishing a deterrent force to pro-
tect against enemy missile attacks. In
May 1986, Israel became the first non-
NATO and only the third country, in
addition to Britain and West Ger-
many, to agree to participate in the
program. A Memorandum of Under-
standing (MOU) was then signed be-
tween the countries governing Israel’s
participation.

The MOU gave Israel the right to
compete with other participating
countries for SDI research contracts.
Shortly after the signing of the MOU,
Lt. Gen. James Abrahamson, director
of SDI, announced that two research
contracts had been signed with Israel
and three were expected to be signed
soon afterwards for a total of approx-
imately $10 million. More importantly,
no ceiling was set for the monetary
value of the research contracts that
Israel could compete for.?

By mid-1987, Israel was about to win
the largest-ever defense contract from

the U.S. The $100 million contract
would involve the development of a
new anti-tactical ballistic missile
(ATBM). Israel Aircraft Industries
(IAI) and a host of other smaller [sraeli
companies would be the main con-
tractors for what is officially called the
“Arrow” project. U.S. sources con-
sidered the contract a major break-
through in U.S.-Israeli military co-
operation, since the deal involved the
latest defense technology of SDI.®
Aside from keeping abreast of the
technologies central to a tactical
missile system (perceived by Israel as
vital because of Syria’s acquisition of
highly accurate $5-21 missiles, which
are capable of reaching Israeli targets),
Israel believes that participation in the
SDI research will greatly enhance its
industrial future. Being at the fore-
front of the SDI technological revolu-
tion could have positive spinoff effects
on new computer systems, energy
sources, communication devices and
many other consumer products.*

Joint Ventures and Subsidiary

Relationships

U.S. technology has been instrumen-
tal in the development of Israel’s
domestic arms industry. According to
Aaron Klieman, author of Israel’s
Global Reach: Arms Sales as Diplomacy:

The Americans have made vir-
tually all their most advanced
weaponry and technology—
meaning the best fighter aircraft,
missiles, radar, armor, and ar-
tillery —available to Israel. Israel, in
turn, has utilized this knowledge,
adapting American equipment to
increase its own technological
sophistication, reflected tangibly in
Israeli defense offerings.

The basis for the technology
transfer is set out in the Master
Defense Development Data Exchange
Agreement, which was signed by the
U.S. and Israel in December 1970.
Under the terms of this and other
forementioned agreements, the U.S.
has provided Israel with an un-

specified but substantial number of
complete technical data packages, at
no charge or at nominal prices.®

In March 1986, former U.S. Deputy
Undersecretary of Defense for Plan-
ning and Resources, Dov Zakheim,
announced that aside from reaching
an agreement on joint exploration of
remotely piloted vehicle initiatives,
the U.S. and Israel “have 27 other ex-
change agreements that cover a host
of technical matters.”** He cited
developments of computer-directed
“smart” munitions for ground com-
bat as an example of cooperation.

According to Douglas Frantz and
James O’Shea of the Chicago Tribune,
“America’s relationship with Israel has
fostered two sets of policy guidelines
governing aid and access to military
technology—one set for Israel and
another for the rest of the world.”?
The Reagan Administration, citing the
strategic value of Israel, has granted
Israel unprecedented flexibility in its
use of U.S. aid funds and almost total



access to American technology.

With little monitoring from federal
agencies and active assistance from a
number of U.S. officials, Israeli
defense companies have had consis-
tent, substantive access to some of the
“most sophisticated American
weapons technologies.”* By 1985,
more than 150 U.S. companies,
mostly involved in the defense in-
dustry, had opened plants in Israel or
had entered into joint ventures with
Israeli companies.¥ Israel has offered
these companies benefits and sub-
sidies on foreign capital investments,
as well as concessions on research and
development costs, training, and ren-
tal of plants and premises.®

Among the most recent U.S. cor-
porations investing heavily in Israel is
Intel Corp., which provided $150
million toward a semi-conductor
wafer fabrication plant, and National
Semiconductor, which committed
about $50 million for a plant near
Jerusalem. Other large companies in-
clude Baxter Travenol Laboratories
Inc., Gould Inc., Motorola Inc., and
Control Data Corp.*

In late 1985, Parlex Corp., aleader
in the interconnection and packaging
of semi-conductor and other com-
ponents for electronic equipment,
reached an agreement with Rafael,
the Armament Development Author-
ity of the Israeli Ministry of Defense,
to supply Rafael with the “design,
development and manufacturing
technology for flexible and flexible-
rigid multilayer circuits.* Rafael cur-
rently produces flexible and rigid
printed circuits for its own use.

After months of negotiations with
the Israeli Ministry of Defense, the
U.S. aircraft-engine manufacturer
Pratt and Whitney agreed, in May
1984, to buy a 40 percent share in Beit
Shemesh Engines Ltd., Israel’s
leading manufacturer and overhauler
of engines and industrial gas turbines.
This partnership: first, made it easier
for Pratt and Whitney, which was
slated to manufacture the engine of
Israel’s Lavi aircraft, to produce these
engines in Israel; and, second, greatly
benefited Beit Shemesh by upgrading
its technology base and pumping
funds in the company at a time when
it was in serious financial trouble.

When, in 1986, Israel wanted to
upgrade the engines of its F-16
fighters, the joint venture enabled
Pratt and Whitney to provide the
engine modification kits to Beit
Shemesh Engines which, in turn,
proceeded with the upgrading
itself.#

The most important U.S.-Israeli
joint venture centered around the
now defunct Israeli Lavi jet fighter
project. According to IAI President
Moshe Keret, “about half of the con-
tent of the airplane, including its
engine and wings, will be American-
made.”** Israeli’s Defense Minister
Yitzhak Rabin has stated that Israel
saw the Lavi as a “joint project be-
tween Al and the aeronautical in-
dustry in the U.S.” More than 120 U.S.
companies have been involved, as
subcontractors, in the development of
the plane. Major systems, such as the
engine and parts of the fuselage and
wings, were made in the U.S.#

At the same time, Israel has actively
purchased small U.S. firms involved
in classified work for the military.*
For example, Elbit, an Israeli defense
computer company, purchased, in
October 1984, 70 percent of the stock
of the Boston-based Inframetrics Inc.,
which designs and manufactures ad-
vanced infrared and night-vision
systems for imaging radiometers. One
main reason for the acquisition was
to broaden Elbit’s technological base
inthe field of advanced sensors, and
the scanning system developed by In-
frametrics had “a wide range of ap-
plications in both civilian and military
spheres.”%

In 1986, Rada Electronic Industries,
Ltd., another Israeli company, ac-
quired a controlling interest in Tasco
Electronic Services of Fullerton,
California, which develops and
manufactures modules for military
computers, automatic test equipment
and emulators for advanced com-
puters. Its main customers are
Hewlett-Packard and McDonnell
Douglas Helicopter.*

Rada is also one of the growing
number of Israeli arms manufacturers
that have been raising investment
capital in the U.S.** When Rada
needed cash for production and
development and to reduce the com-

pany’s debt, it offered its stock for sale
on Wall Street.* Elta Electronics, an
Israeli government-owned company
that manufactures sophisticated
systems for military applications, was
floated on the Tel Aviv and New York
stock exchanges in order to raise
$13 million for research and
development.®

To obtain concessions from U.S.
companies, “particularly where
technology is involved,” Israel has ac-
tively tied its purchases of military
equipment from these companies to
their willingness to share their
technology with Israel.’® In most
cases, commercial agreements be-
tween a U.S. firm and Israel specify
the rent-free use of the vendor’s
equipment for production in Israel,
waiver of R&D costs, the delivery of
simulation packages, and lists of parts
and suppliers. For example, Israel
purchased Litton’s LW-33 weapons
delivery system for the F4E and RF-4E
contingent upon a phased program of
technology assistance and know-how
to qualify IAI as a prime subcontrac-
tor with work equal to 25 percent of
the total contract.

Similarly, in purchasing the Sam-
son rocket-powered gliding decoy
from Celesco Industries (since named
Brunswick), Israel insisted on the
transfer of the technology data and
threatened to halt other contracts
unless the U.S. State Department ap-
proved the manufacture of com-
ponents in Israel.®? Although per-
mission was originally refused, the
U.S. subsequently lost interest in the
decoy and Israel was allowed to take
over the technology involved. It went
on to produce the Samson drones
whose performance in the Lebanon
war was such that in February 1984,
the U.S. purchased the weapon
itself %

Although few restrictions have been
placed on Israel’s ability to acquire
U.S. technology, the special relation-
ship, between Israel and the U.S., dur-
ing the last few years, has been
shaken by scandals involving Israelis
or their friends attempting to smuggle
U.S. technology.

In 1985, the U.S. Government in-
dicted Richard Smyth of Milco Inter-
national for illegally exporting, be-



tween 1979 and 1983, 810 nuclear trig-
gering devices, known as krytons.
These krytons, used in weapons
research and as timing mechanisms
in firing medical lasers, can act as trig-
gers for nuclear explosions.* Israel
has insisted that the krytons were
used in laser-related conventional
weapons and claimed that they were
not aware that Milco International had
not acquired the proper exporting
licenses.%

Once again in relation to Israel, U.S.
Customs agents, in December 1985,
raided three American companies in-
volved in illegal sales of electoplating
technology and machinery used to
improve 120-mm tank gun barrels.*
This new technology would have con-
siderably improved the accuracy and
durability of these tank cannon
barrels.””

The following year, the U.S. con-
ducted an investigation to determine
whether Israeli Air Force officers had
attempted to steal restricted optical
technology from Recon Optical, Inc.,
the world’s leading manufacturer of
aerial reconnaissance systems for the
military.>® Recon Optical officials, in
a federal suit filed in New York, cited
an attempt by three Israeli military of-
ficers to remove 50,000 pages of
technical documents from the com-
pany’s plant. The officers had been
assigned to monitor the reconnais-
sance system being developed for
Israel at the plant. The contract be-
tween Recon Optical and Israel called
for acquisition of the table-sized
system hardware but not for the
technology used.”

Various attempts to steal sensitive
U.S. technology have been directly
and indirectly connected with Israel’s
military procurement office in New
York. According to investigators at the
U.S. Justice Department, Customs
Services and the State Department’s
Office of Munitions Control, “Israel
has often used its New York procure-
ment office [which employs nearly
200 military and technical ex-
perts]® . . . to sneak U.S. weapons
technology past U.S. authorities.”!

Inresponse, the U.S. has on few oc-
casions subpoenaed members of the
Israeli purchasing mission for ques-
tioning about alleged Israeli attempts

to obtain American technology il-
legally. On one occasion, an Israeli
purchasing agent was arrested by
police on the roof of the building
housing the Bigger Byte Computer
Co. and Relli Technology. The Israeli
consulate subsequently announced
that the Israeli agent, Ronen Tidhar,
“did it on his own private time.”?
Since members of Israel’s military
purchasing mission hold diplomatic
passports, they could not be charged
or summoned for questioning.®

The transfer of technology to Israel
remains a sensitive issue in the U.S.
Government. On one hand, President
Reagan and his top aides have con-
tinuously and publicly pledged U.S.
support to preserve Israel’s “qualit-
ative edge over its potential adver-
saries.” At the same time, the U.S. has
denied Israel access to technology in
a number of areas, “which grow as
classes of technology spread its [sic]
tentacles,” according to a military
analyst.®

The few limitations imposed on the
transfer of U.S. military technology to
Israel may be attributed to a combina-
tion of factors. One limitation, the

suspension of certain technologies,
particularly those associated with the
production of cluster bombs, was im-
posed following Israel’s 1982 invasion
of Lebanon. This suspension was
never lifted. The second involves a
general U.S. tightening of procedures
because of the fear that information
might reach Soviet hands. The third
relates to the Jonathan Pollard affair,
the U.S. Navy analyst who admitted
to spying for Israel under the super-
vision of a special Israeli intelligence
unit.®

Despite these minor limitations on
Israel’s access to U.S. technology,
Israel has benefited tremendously
from the extensive access to U.S.
technology. It has saved Israel both
money necessary for research and
development and the time involved to
develop the technology. Furthermore,
the joint ventures with U.S. com-
panies has allowed Israel to tap into
the expertise of American companies,
to reduce the high cost per unit of
weapons systems and, at the same
time, to diminish the chances of a U.S.
veto on the export of Israeli arms that
contain U.S. components.

Liberal and Exceptional Uses

of FMS Funds

The Israeli arms industry and military
exports have greatly benefited from
the U.S! consent to allow Israel liberal
use of its Foreign Military Sales (FMS)
funds. According to U.S. law, FMS
loans and grants must be spent on the
purchase of military equipment from
U.S. manufacturers. Of all the exemp-
tions granted by the Pentagon, the ab-
solute majority were granted to Israel,
thus allowing it to use U.S. military
aid to buy its own products. Since
1982, the U.S. has permitted Israel to
use $100 million annually of its FMS
funds to purchase Israeli-made
military equipment. As an induce-
ment to convince the Israeli leader-
ship to forego the development of the
Lavi fighter jet, the U.S. promised to
increase the $100 million that can be
spent in Israel to $400 million.%¢
Israel has also requested, with little

success, that other countries be
allowed to use FMS credits to pur-
chase Israeli goods.?

The U.S. has allowed Israel to make
trade offset arrangements for pur-
chases using FMS credits. In Novem-
ber 1983, the Reagan Administration
issued an executive order creating
special offset rules for Israel.® When
buying U.S.-made equipment with
U.S.-provided funds, Israel can insist
that the supplier buy back a specified
percentage of the contract value in
Israeli goods or services (Israel
generally asks for 25 percent on pur-
chases of $1 million or more).*
According to Lt. Col. Don Brownkee,
a spokesman for the military aid of-
fice at the Pentagon, Federal laws per-
mit all countries to use offsets when
purchasing military equipment with
their own money. He added that “only
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Israel” has been allowed to use offsets
on contracts financed by U.S. military
aid.”™

In mid-1987, the Pentagon wanted
to cancel the “offsetting” program for
reasons that presumably had nothing
to do with Israel. However, in a letter
to Israel’s Finance Minister Moshe
Nissim, following Israel’s decision to
cancel the Lavi project, Secretary of
State George Shultz committed the
U.S. to maintain the level of “off-
setting” funds at $150 million per year
for the last two fiscal years of the
Reagan Administration. Nissim in-
dicated that the offsetting program
assured employment for 3,000 Israeli
workers.”!

Since 1985, all U.S. aid to Israel has
been given as grants, not as repayable
loans. FMS grants to Israel are paid
on a “cash flow” basis, which means
that, unlike all other recipients of U.S.
aid, Israel may commit its anticipated
military grants before they are ap-
propriated by Congress. This, in ef-
fect, obliges Congress to fulfill Israel’s
long-term contracts signed with
American suppliers.”™

Grants to Israel are also paid in a
lump sum at the beginning of each
fiscal year rather than in the usual four
quarterly disbursements. This pro-
vides Israel with a bonus of approx-
imately $50 million in interests costs
charged against the U.S. deficit.”

As another exemption, Israel may
use a portion of its FMS funds, not
only to buy its own military products,
but also to develop its own weapons
systems. As a one-time-only excep-
tion, Israel was permitted in 1977 to
use $107 million of its FMS funds,
originally earmarked for the purchase
of U.S. M-60 tanks, to produce an
Israeli-designed Merkava tank. Dov
Zakheim, former U.S. Deputy
Undersecretary of Defense for Plan-
ning and Resources, indicated that,
“without the United States’ support,
this unique combination armoured
vehicle would have never come into
being "7

Not too long afterward, Israel re-
quested another $50 million in off-
shore procurement to expand its pro-
duction capacity from 80 to 100 tanks
per year.” In 1979, the Carter Ad-
ministration granted Israel another

exception and allowed the use of $181
million in FMS funds to develop a
modified version of the Pratt and
Whitney F-100 jet engine which
powers the U.S. F-15 and F-16
aircraft.”

The most ambitious use to date of
U.S. FMS credits and grants was for
the development of the Israeli Lavi
fighter bomber, which was expected
to enter full-scale production in the
1990’s. In 1983, the U.S. Congress
passed an amendment that allowed
Israel to use $550 million of its FMS
funds in fiscal 1984 for the develop-
ment of the Lavi aircraft. Of these,
$250 million were to be spent in Israel
and the remaining $300 million in the
UsS.

But controversy surrounding the
project quickly arose. In testimony to
the House Foreign Affairs Committee
during the spring of 1984, Defense
Secretary Caspar Weinberger argued
that Israel should not develop a fighter
that could be purchased at lesser cost
from the U.S. Since the American ad-
ministration had not invested “a cent”
in the development of the Lavi's
American counterpart—the F-20
manufactured by Northrop—Wein-
berger could see no reason why the
U.S. should help fund an Israeli
fighter that would compete with the
F-20.7

Other opponents focused on the
possible elimination of jobs in the
United States resulting from the loss
of the F-15 and F-16 sales to Israel, as
well as on the principle of paying for

the research and development of com-
peting defense products.” But pro-
ponents of the project prevailed, and
the House Foreign Affairs Committee
earmarked, for fiscal year 1985, an ad-
ditional $450 million of Israel’s FMS
grant for the development of the Lavi,
with $250 million to be spent in Israel.
For fiscal years 1986 and 1987, Con-
gress earmarked $450 million an-
nually for the Lavi; however, the por-
tion to be used in Israel was increased
to $300 million per year.”

After spending approximately $1.5
billion, more than 90 percent of which
was provided by the U.S., Israel’s
Cabinet decided on August 30, 1987,
to halt the project.® With pressure
exerted by the U.S. Government,
which at the same time promised to
further liberalize Israel’s use of U.S.
FMS grants, the Israeli Government
concluded, by a slim majority, that the
Lavi project was uneconomical and
would devour Israel’s defense budget
and a disproportionate share of U.S.
military aid.

Cancellation of the Lavi project gave
way to a new, unprecedented use of
U.S. FMS funds. Secretary of State
George Shultz informed the Israeli
Finance Minister Moshe Nissim that
the Reagan Administration would
support earmarking $450 million of
Israel’s annual $1.8 billion U.S.
military aid budget for the Lavi, to pay
termination charges in contracts with
U.S. and Israeli companies working
on the plane.®

Co-production, Licensed Production

and Subcontracting

Co-production, licensed production
and subcontracting agreements are
particularly prized, not only to ac-
quire technology but also for commer-
cial reasons. In 1972, Israel signed a
co-production agreement with the
U.S. that allowed it to manufacture
spare parts for aircraft imported from
the U.S. Israel reportedly earned $100
million over a three-year period.®
In addition to demanding co-

production of certain components as
a condition for purchasing weapons

systems from U.S. firms, Israel has
used political leverage to obtain
authorization for such agreements
from the U.S. Government. In a secret
addendum to the 1975 Sinai Agree-
ment, U.S. Secretary of State Henry
Kissinger promised cooperation in
future military co-production pro-
jects.® Two years later, for conces-
sions in the Geneva negotiations
scheduled for 1978, Israel requested
rights for the co-production of ar-
mored XM-1 tanks, torpedoes,



Maverick and Hellfire ground-to-
ground missiles, and sophisticated
radar and electronics equipment.®

Nevertheless, a number of Israeli re-
quests for co-production agreements
have been turned down. On rare oc-
casions, the U.S. has also expressed
concern about the use of U.S. funds
and technology to create an export-
oriented industry in competition with
U.S. industry.® In February 1976,
former President Gerald Ford vetoed
arequest for co-production of 40 per-
cent of the F-16 warplanes sold to
Israel.* Co-production concessions
for the McDonnell Douglas F-15 were
also refused.¥” Notwithstanding,
according to the U.S. Comptroller
General’s 1983 report on U.S. assis-
tance to Israel, “the U.S. has permit-
ted Israel to co-produce U.S. defense
equipment through licensed produc-
tion ‘at a higher level of technology’
than it has any other FMS credit
recipient.”®®

Over the past few years, Israeli
defense industry sales to the U.S.
armed forces included components
produced under license for U.S.-made
systems also purchased by Israel.
These components encompass: con-
formal fuel tanks for McDonnell
Douglas F-15 fighters; some airframe
and avionics components for McDon-
nell Douglas F-4, Grumman F-14 and
General Dynamics F-16 aircraft; armor
parts for General Dynamics M-60
tanks; small arms ammunition;
AN/VRC-12 radios; and shoulder-
launched multipurpose assault rocket
weapons, produced under license by
McDonnell Douglas for the U.S.
Marine Corps.*

One of the inducements offered to
Israel in order to scrap the Lavi pro-
ject was a U.S. Government commit-
ment to allow Israel to choose from
several options for possible co-
production of the next generation of
the U.S. F-16 aircraft, the Agile Falcon
fighter.%

Israel is becoming more involved as
a subcontractor for American prime
defense companies. For example, in
1985, McDonnell Douglas signed a
$20 million contract with Israeli
defense companies to produce parts
for its Apache attack helicopter.”
General Dynamics subcontracted 1Al

to build, under license, 300 pairs of
wings for its F-16 fighters.%? Israel
Military Industries (IMI) was subcon-
tracted to produce 300-gallon tanks for
the Grumman A-6 which were on
order for the U.S. Navy.” Engines for
the F-15 and F-16 fighters use com-
ponents made by the Israeli firm Iscar
Blades, while IMI manufactures other
parts for the F-16.%

At times, Israeli companies were the
only foreign companies awarded sub-
contracts for U.S. military products. In
1985, the U.S. Army awarded a $1.2
million to the Israeli company,
Suspension and Parts Industries Ltd.,
for sprocket wheels for the M-1,
America’s newest tank. The order was
the first such contract awarded to a
non-American company for the pro-
duction of M-1 parts.”® In other in-
stances, Israel has been the sole pro-
ducer of some components of Amer-
ican weapons. Cyclone Aviation Pro-
ducts, Israel’s largest private manufac-
turer of airplane parts, is the sole pro-
ducer of the access door for F-15
planes.%

When McDonnell Douglas came up
with the concept of adding conformal
fuel tanks and equipment pods to the
outside of the F-15 fighter (which in-
creases the combat range by 550
miles), the U.S. Air Force did not have
the research and development funds
available. Wanting these additions on
the F-15's it had ordered, Israel offered
the necessary funds provided under
U.S. military assistance and paid
McDonnell Douglas to develop the
fuel tanks. The U.S. subsequently
subcontracted an Israeli firm to pro-
duce these tanks in Israel. Thus, the
U.S. Air Force ended up ordering
these tanks for its own planes from
Israel, as well as those slated for sale
to Saudi Arabia.”

Allin all, Israel’s subcontract work
for U.S. prime defense contractors
amounted to $20.6 million and $22
million in 1984 and 1985 respec-
tively.”® Given the size of some of the
publicly-known subcontracts, these
figures are undoubtedly low.

Modifying and Selling
U.S. Military Equipment

The U.S. has allowed Israel to buy the
exclusive rights to produce U.S.-
designed military equipment, in-
troduce modifications, and sell it
abroad. In 1967, for example, Israel
bought the rights to an American jet
subsequently called the Westwind ex-
ecutive jet. The Israeli version,
however, is powered with a different
engine, albeit one of U.S. production.
The Westwind has been marketed
both as an executive jet and as a
military reconnaissance plane.” By
September 1984, 300 of these jets had
been sold.™ Three years before, IAI
had begun working on an advanced
generation of the jet, the Westwind
Astra. The Astra, with a speed of
Mach 0.8 and a range of 3,000 nautical
miles, has been marketed since late
1984 101

In July 1987, IAI's project, which
would upgrade the McDonnell
Douglas F-4 Phantom aircraft by
replacing the General Electric ]-79
engines with the Pratt and Whitney

1120 engine, passed a milestone when
a modified F-4 flew at IAI's installa-
tion at Ben Gurion airport. Other
modifications include a more accurate
navigation and weapons delivery
system, new wiring and systems
designed to reduce the pilot’s work
load. New radar was also installed
and changes made in the plane’s
frame to strengthen weak spots and
the wings. These modifications were
intended to propel the F-4 Phantom
jets past the year 2000.2

Israel undertook this work in order
to attract business in countries that
use the Phantoms in their air forces.
The new combat capability of the
modified F-4's is expected to be very
attractive to air forces already possess-
ing the old F-4's but, because of severe
budget problems, unable to buy new
aircraft.’ According to IAI sources,
modifications on existing weapons
systems promise to become an IAI
major income earner within the
foreseeable future.'®



Service and Maintenance
Contracts for U.S. Forces

In October 1985, the U.S. Navy signed
a Master Repair Agreement (MRA)
with Israel Shipyards, enabling the
U.S. Sixth Fleet to use Haifa for in-
termediate maintenance work.'”> A
month later, the biggest armada of the
U.S. Sixth Fleet ever to visit Israel
docked in Haifa harbor for supplies,
servicing and shore leave.'®

Over the years, IAI has also won
several overhaul and maintenance
service contracts for U.S. Air Force
F-15 and F-16 fighter jets stationed in
Europe. The Israelis, continually voic-
ing their concern that these service
agreements were insufficient, were
prepared to do much more.'” The
Israelis have also complained regard-
ing their limited ability to compete

with NATO countries in bids for main-
taining U.S. military equipment.

In March 1987, Ze'ev Almog, general
manager of Israel Shipyards, met the
commander of the U.S. Sixth Fleet in
Europe who promised to give the yard
a larger share of the fleet’s annual $16
million repair work. The U.S. would
later refrain from allowing the Sixth
Fleet to visit Haifa for service and
repairs, followingthe sentencingofthe
Israeli spy Jonathan Pollard.!®

Service and maintenance contracts
in the future will likely improve con-
siderably. The Pentagon may allow
Israel to bid on an added $100 million
for operations and maintenance con-
tracts for U.S. military equipment.'®

Purchasing and Leasing
Israeli Military Equipment

The establishment and expansion of
the Israeli arms industry was in-
tended to satisfy domestic needs and
to reduce reliance on foreign sup-
pliers. Less than a decade after Israel’s
decision to develop a full-scale arms
industry, the industry outgrew its
domestic base, which was too limited
to provide the economies of scale
necessary for the viable and eco-
nomical production of major weapons
systems. In the early years, the IDF
was virtually the sole client, but by the
late 1970's and early 1980's, more than
60 percent of Israel’s arms production
was sold abroad.™?

During the last decade, Latin
America, undisputedly Israel’s largest
market for arms, accounted for ap-
proximately 50 to 60 percent of its total
military exports.'"! Although Israel
has, over the past few years, expanded
its arms sales to Asia and Africa, the
overall share of its arms exports to
Third World countries, particularly
those in Latin America, has been
decreasing. The faltering economic
situation in many developing coun-
tries has proven to be the major
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obstacle.'?

Pressured to export arms in order
to maintain and expand its arms in-
dustry, Israel looked elsewhere for
markets. Increasingly, the United
States has emerged as the most prom-
ising and reliable market. Under the
1979 U.S.-Israeli Memorandum of
Agreement, renewed and expanded
in 1984, Israel could bid for U.S.
military contracts along the lines of
other NATO allies. The U.S. also com-
mitted itself, under the terms of the
Memorandum of Understanding on
Strategic Cooperation, signed on
November 30, 1981, to purchase Israeli
military equipment worth up to $200
million a year.

Within a short period of time, Israel
succeeded in penetrating the U.S.
defense market. Aviation Week & Space
Technology reported that Israel’s
defense product sales to the U.S.
doubled from 1984 and 1985.'8
Following a trip to Washington, in
January 1985, by Israel’s Minister of
Defense, Yitzhak Rabin, Israeli of-
ficials were delighted to learn that the
Pentagon was planning to allow a

sizeable increase in Israeli military
sales to the U.S. armed forces. Among
the additional equipment that the
Pentagon was planning to purchase
were pilotless reconnaissance aircraft,
mortars, other types of ammunitions
and all sorts of other hardware. “We're
talking about several hundred million
dollars in Israeli exports to the Pen-
tagon,” a well-placed American
source said.™

The Jerusalem Post reported that in
1986 Israel sold more than $400
million worth of military goods and
services to the U.S., while the New
York Times indicated that during the
same year, Israeli exports in arms and
services to the U.S. were roughly $500
million worth.!

In the spring of 1986, Israel’s Prime
Minister Shimon Peres requested the
U.S. to increase its military purchases
in Israel for U.S. Army units stationed
in Western Europe from $100 million
to $500 million. Within a month, Peres
received a favorable reply from the
U.S. Department of Defense."

Two other important developments
could significantly increase Israeli
arms sales to the U.S. The Free Trade
Agreement (FTA), signed by Israel
and the U.S. in March 1985, calls for
the gradual elimination of customs
duties on all trade between the two
countries. The first of its kind between
the U.S. and another country, the FTA
is expected to increase Israeli exports
to the U.S."” And in relation to the
cancellation of the Lavi project in
August 1987, a reported compensation
for Israel would be “a variety of attrac-
tive classified contracts pending [be-
tween the U.S. and Israel] that could
potentially dwarf all current levels of
U.S.-Israeli military cooperation.”*

Already an increasing number of
Israeli arms manufacturers are count-
ing heavily on the U.S. market. Ze'ev
Bonen, general manager of Rafael,
Israel’'s Armaments Development
Authority, stated in July 1986, that the
“company’s future market possi-
bilities are mainly in the U.5."1*
Israel’s Tadiran, which in 1984 sold ap-
proximately $60 million in com-
munications equipment to the U.S.
defense market, was anticipating
doubling that figure in 1985.120
Israel’s largest trading organization,



Koor Industries, Ltd., recently
opened a Washington office to market
the military products, including elec-
tronics and ground equipment, that
are produced by some of its 300 af-
filiate companies.'?!

On a number of occasions, the U.S.
has opted to lease rather than buy
Israeli military equipment. For ex-
ample, the U.S. leased from Israel
three mine plows and six 105 mm
guns for evaluation and possible
future purchase.” The most widely
known case of U.S. leasing of Israeli
military equipment involves the Kfir
fighter jets. In 1985, the Israeli Air
Force agreed to lease 12 Kfirs to the
U.S. Navy which were later based at
the U.S. Naval Station in Oceana, Vir-
ginia. In return for the “free of charge”
lease, Al was given the exclusive right
to service the Kfirs in the U.S. at a cost
of $68.5 million for a three-year
period.'® In reality, this lease was
part of a barter exchange with the U.S.
Navy which lent Israel 12 Ch-53A Sea
Stallion Helicopters.'

The Kfirs are used by U.S. Navy
pilots to simulate Soviet-made
MiG-21 and MiG-23 fighters in train-
ing exercises.'” The program at
Oceana was instrumental in convin-
cing the Navy to lease another 13 Kfirs
assigned to an airbase in Yuma,
Arizona. Again, Al won a 38-month,
$96.5 million contract from the U.S.
Navy to service the planes.!?

Israel benefited in a number of ways
from this leasing arrangement. With
a surplus of Kfirs, because of alimited
ability to sell the plane worldwide,
Israel stands to gain by winning the
exclusive service contracts. Second,
the leasing was viewed as promoting
closer military ties with the U.S.1
Third, the introduction of Kfir into the
U.S. Navy, according to Marvin
Klemow, director of IAI's Washington
office, “will give not only IAI but all
other Israeli companies a chance to
demonstrate that Israel can maintain
a complicated, total weapons system
in the U.S. inventory.”'* Finally, the
lease was viewed as enhancing Israel’s
arms industry reputation around the
world. The fact that the U.S. Navy
leased the Kfirs, it was argued, shows
that “IAl is a leader in the aerospace
industry and deserves the respect of

a lot of people./ 1

[Al wasted little time in capitalizing
on the arrangement. It published a
full-page advertisement (which appears
below.) 30

In conclusion, Israel’s ability to
establish an arms industry of im-
pressive dimensions that produces a
diversity of technologically sophis-
ticated weapons is beyond dispute.
The stunning growth of its exports
over the past 15 years—from $100
million in 1970 to between $1 to $2
billion in the 1980’s —is a reflection not
merely of the growth of the industry
and the high performance of its pro-
ducts, but also of Israel’s ability to
seize opportunities offered by the
vagaries of international politics.

All this would have been impossible
without:

the funds for research and develop-
ment and the complete technical data
packages that were provided by the
Usa

the joint ventures and the subsidiary
relationships established with leading
U.S. arms manufacturers;

the liberal and exceptional uses of U.S.
FMS funds that allowed Israel, among
many other things, to buy its in-

digenously-produced arms with U.S.
funds and use offsets on contracts
financed by U.S. financial military
assistance;

the permission granted to Israel to co-
produce and produce under license
U.S. military products and to take on
subcontracts for U.S. arms manu-
facturers;

allowing Israel to modify, sell, service
and maintain U.S. military equip-
ment;

and, finally, leasing and purchasing
from Israel hundreds of millions of
dollars annually in Israeli arms
products.

As to the future, there is little doubt
that the progress and expansion of
Israel’s arms industry will continue to
be heavily dependent on the U.S. in-
volvement. Very few indicators refute
the assessment that the U.S. will per-
sist in providing Israel with the
needed finances, advance technology
and access to the lucrative U.S. arms
market. Such support cannot but
guarantee a booming Israel’s arms in-
dustry and the molding of a more
militaristic Israel, compliments of the
United States.

The U.S. Navy has chosen well.
IAI's KFIR F-21A, combat-
proven with the world-renowned Israel

Air Force and other air arms, now proudly
wears the U.S. Navy colors.

A Mach 2.2, single seater, tactical fighter, KFIR F-21A
is now in service with the U.S. Navy's VF-43 Adversary
Squadron at NAS Oceana.

KFIR F-21A, the cost-effective performer.
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bomb dropped on Hiroshima . . .
robbed me of the sight of my right
eye . . . (and) led me to devote . . .
my life to . . . the abolition of nuclear
weapons and (to) the aid of atomic
bomb victims.” And the second
Hindu essay shows why and how
Vedic satyagraha, as uncoOmMpromis-
ingly practiced by Mahatma Ghandi,
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and . . . peace.”

Judaism, Christianity and Islam are
dealt with as “the three Abrahamic
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world (Gen. 12:2).” They share
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vision of universal harmony and jus-
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a handy reference work for under-
standing such matters as: the ra-
tionale of the peace churches, the
Bible as a peacemaking guide, the
multiform Jewish Shalom manifesta-
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vincingly than any other Arab woman
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to be a woman living within traditional
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Palestinian cultural critic uses a collection
of startling photographs as a starting point
for a moving description of the Palestinian
people. Our price, $8.95.
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existence between Jews and Arabs living
under Israeli control. Our price, $12.95.
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