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United States Department of State

Washington, D.C. 20520

May 15, 1989

Mr. Gerald G. Toy

Americans for Better Government, Inc.
Suite 222

13563 Northwest Road

Portland, Oregon

Dear Mr. Toy:

Thank you for your letter of April 28, 1989 inquiring
about United States assistance to Israel. I am responding to
your letter on behalf of President Bush.

The United States' commitment to Israel's security and
well-being has been a cornerstone of our Middle East policy
since the creation of the state of Israel in 1948, in which the
U.S. played a key role. Our long standing commitment is based
on historical and cultural ties, as well as the U.S. interest
in securing a just and comprehensive peace between Israel and
its Arab neighbors.

As you are aware, the United States provides both economic
and military assistance to Israel. Our military aid enables
Israel to maintain the capability to defend itself against any
likely combination of aggressors. United States economic
assistance provides balance of payments support and has helped
Israel to achieve its goals of reduced inflation and renewed
growth. Overall, our assistance helps ensure Israel's
existence as a free and democratic state that shares many of
our own social and political traditions, and gives Israel the
confidence to pursue negotiations with its Arab neighbors.

I hope you find this description of the rationale behind
our assistance useful and I thank you for taking the time to
write.

Sincerely,

b oL, /‘ﬁ’“‘GA/

John L. Hirsch

Director

Office of Israel and
Arab-Israel Affairs
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TO: PRESIDENT BUSH
FROM: MR. GERALD G. TOY
PRESIDENT
AMERICANS FOR BETTER GOVERNMENT,
INC.
SUITE 222

13563 NORTHWEST ROAD
PORTLAND OR 97229

SUBJECT: ENCLOSES COPY OF AN AMERICANS FOR BETTER
GOVERNMENT NEWSLETTER REGARDING THE COST OF
ISRAEL TO THE UNITED STATES

PROMPT ACTION IS ESSENTIAL -- IF REQUIRED ACTION HAS NOT BEEN
TAKEN WITHIN 9 WORKING DAYS OF RECEIPT, PLEASE TELEPHONE THE
UNDERSIGNED AT 456-7486.
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AMERICANS
for
BETTER GOVERNMENT, INC. Phone 503-292-5341
April, 1989

Dear Friends of ABG: RE: THE COST OF ISRAEL TO THE UNITED STATES

Attached to this newsletter is a copy of "Conclusions", from an article
printed in the May-June 1989 issue of The Link. As has been noted in
previous newsletters, The Link is published by Americans for Middle East
Understanding, Inc.

The article itself is entitled "U.S. Aid to Israel". The writer doc-
uments the escalation of U.S. costs over the years. The grand total to
date is nearly 850 billion, and this is only part of the story -- the
part that has come directly from the U.S. Treasury. Since we have to

borrow the money to give to Israel, there are hundreds of millions of
dollars of interest charged to us taxpayers to service these debts.

There are many other costs that are documented in the article, including
tax exemption of charitable Jewish organizations who support Israel with
billions of dollars of contributions. "Israeli organizations that qualify
for tax exemption in Israel automatically qualify for tax exemption in

the U.8:"

The complete article may be obtained from:

Americans for Middle East Understanding, Inc.
475 Riverside Drive, Room 771

New York, NY 10115

Phone 212-870-2336

The cost is $1.00, including postage.

Another of their publications is that for January-March 1989, with an art-
icle entitled "Cocaine and Cutouts: Israel's Unseen Diplomacy"”. It sets
forth Israel's involvement in world-wide drug trafficking. This publi-
cation is available at the same price.

I urge you to send for these publications and to publicize them in every
way that you possibly can. Letters to Congress and to newspapers and
magazines, as well as calls to talk shows, would be very much in order.

Thank you!

Sincerely,

bl 50

Gerald G. Toy
President

Gerald Toy
13563 NW Cornell Rd.,, #222
Portland, Oregon 97229
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Conclusions

In 1986, Israel received from the U.S.
$1.8 billion in military grants, $1.2
billion in economic grants, and a $750
million supplemental aid package.
Because of the budget deficit, all
funds given to Israel have to be bor-
rowed, and they therefore cost hun-
dreds of millions of dollars to service
each year. In addition, the U.S. Gov-
ernment pays Israel interest on aid
fundsinvested in U.S. Treasury notes.

However, the real cost of support-
ing Israel to the American taxpayer is
still higher, involving financial, eco-
nomic, military, as well as politicai
losses. In 1983, Joseph C. Harsch
wrote that if all of the “forms of sup-
port are lumped together...Israel
draws somewhere around $10 billion
a year from the U.S. and its citizens.”
Another meaning of this, he added,
“is that the American taxpayer is
paying for Israel’s living standards,
for its conquests, and for those settle-
ments which are going up through-
out the occupied Arab territories.””
Despite this, the measures which
have been taken by the Reagan
Administration and Congress since
1983 have not only failed to lessen the
burden but have actually increased
that cost substantially. In 1985, the
annual cost of supporting Israel was
estimated at $12-14 billion a year.”

Financial transfers to Israel are esti-
mated today at about $6.5 billion a
year, some $4 billion of which repre-
sents officiai and private grants and
donations. The other $2.5 billion con-
sists of the sale of Israel Bonds, U.S.
deposits in Israeli banks, direct in-
vestment in the [sraeli economy and
other concessionary and commercial
loans. Other subsidies provided by
the US. and its citizens, including
technology transfer, are valued at
$1.5 billion a year. Total annual aid to
Israel, therefore, is about $8 billion a
year.

Aid given to Egypt to keep the
peace with Israel is about $2.3 billion
a year. Another $200 million repre-
sents U.S. annual contributions to
UNRWA, peacekeeping missions,
and improving security around U.S.

embassies in the Middle East. Indirect
aid intended to pacify Israel’s victims
and improve the security of the Jew-
ish state, therefore, adds another $2.5
billion to the cost of supporting Israel.

Extra military expenditures the
U.S. has been paying because of its
commitment to Israel’s security cost
another $1.5 billion a year. The cost of
borrowing the funds appropriated
for both Israel and Egypt add about
$500-600 million a year. Aid to Egypt
and other security expenditures,
therefore, add up to more than $4.5
billion & year.

When all the above expenditures,
grants, and subsidies are totalled, the
annual cost of supporting Israel
comes to more than $12.5 billion a
year.

In addition, the cost of supporting
Israel should also include the loss of
military and commercial sales to
Arab countries, estimated at about
$8.5 billion a year.

Thus, the total financial cost of
supporting Israel amounts to a stu-
pendous $21 billion a year.

On September 23, 1984, the Wash-
ington Post said that “Reagan pro-
poses to spend six times more on aid
to Israel in the coming year than on
energy conservationin the U.S.; twice
as much as on domestic, consumer
and occupational health and safety
programs; and about the same
amount as the combined worldwide
spending of the State Department
and the Peace Corps, plus all the
contributions to the U.N. and its
agencies.””

During fiscal year 1983, when the
Reagan Administration was cutting
the child nutrition program, mass
transit, and the Food Stamp Program,
the Administration proposed a sub-
stantial increase in aid for Israel.
Congress, however, wanted more aid
for Israel than the Administration
had requested; and as a result, Israel
received $300 million more than the
1982 figure. That increase alone could
have restored the $280 million cut
from the child nutrition program. The
$1.7 billion in military aid given to

Israel for that year could, moreover,
have covered the costs of the Food
Stamp Program and the mass transit
projects that were cut.”

Israel’s economic problems are
structural and deep-rooted and there-
fore cannot be overcome in a reasona-
bly short period of time. Israel’s for-
eign debt of about $32 billion is the
highest in the world in terms of per
capita income and in relation to its
GNP. In fact, Israel’s per capita for-
eign debt is about five times that of
Mexico. More than 60 percent of the
Israeli budget—about $26 billion in
1988—is devoted to military spend-
ing and debt servicing. Israel’s mili-
tary budget absorbs 27 percent of the
total GNP. In comparison, the U.S.
defense budget comprises about six
percent of the GNP, Britain five per-
cent, France four percent, Sweden
three percent and Japan only one
percent.

Furthermore, Israel’s budget has
been for several years as large as, or
even larger than, the country’s GNP.
The U.S. budget, in comparison, is
about 23 percent of the GNP, despite
a large and worrisome deficit. Israel,
in fact, is the only country in the
world, possibly in history, to have a
budget that exceeds its GNP. If Israel
is to reduce the magnitude of its fi-
nancial problems to a level compa-
rable to that of the U.S., it must reduce
the budget by about 75 percent or
increase its GNP four times without
increasing the budget. Neither of
these goals could possibly be
achieved in 10, 20 or even 50 years.

Eitan Shishinsky, a professor at the
Hebrew University, said in 1985,
“The U.S. today is Israel’s main res-
cuer, and we are critically dependent
on its aid.””® Yigal Hurvitz, former
finance minister in Israel, said, “If
someone tells you that a day will
come when we won't need loans or
aid, don’t believe them.”*® Aviv
Yarin, physics professor at Tel Aviv
University, said, “With all their mag-
nitude, economic mistakes are not the
only cause of the present economic
slump; political decisions and errors
are perhaps even more important...
Nevertheless, it is amazing how few
people, especially in Israel, recognize
that at times it should be possible, or

S



even imperative, to find economic
solutions outside the domain of
economics...Just as political ideology
was a decisive factor in the deteriora-
tion of Israel’s economy, so must a
new and courageous political ap-
proach serve as a main instrument for
pulling the country out from the eco-
nomic quicksand into which it has
sunk.”®

Massive U.S. aid, which has pre-
vented the collapse of the Israeli econ-
omy in the past, will have to increase
year after year to prevent a collapse in
the future. But no matter how great
U.SS. aid to Israel might be and no
matter how long it continues, it will
not postpone forever the demise of
Israel’s economy. The price vrhich the
American people are repeatedly
being asked to pay for keeping a
dying economy alive is very high and
growing higher, without any end in
sight.
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