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SPEECH - JEWISH WAR VETERANS OF THE UNITED STATES OF AMERICA 
91st Annual Convention
SATURDAY - SEPTEMBER 6, 1986

ECONOMIC AND FINANCIAL FORCES THREATEN TO DO

WHAT HOSTILE NEIGHBORS, WITH THEIR COMBINED MILITARY

MIGHT, HAVE BEEN UNABLE TO ACHIEVE IN THREE WARS AND

THIRTY-SEVEN YEARS OF UNREMITTING ARMED ANTIPATHY

TOWARDS THE JEWISH NATIONAL HOMELAND. ISRAEL STANDS

TODAY MILITARILY STRONG AND CONFIDENT IN HER ABILITY

TO DEFEAT HER ADVERSARIES ON THE FIELD OF COMBAT, BUT

FEARFUL AND CONCERNED THAT ECONOMIC WEAKNESS AND THE

ALMOST INSURMOUNTABLE DIFFICULTY OF CONFRONTING A

COMPLEX ARRAY OF FINANCIAL PROBLEMS MAY FUNDAMENTALLY

ALTER THE CHARACTER OF GOVERNMENT AND SOCIETY IN

ISRAEL.
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WE MUST ADDRESS THE CONTRADICTION THAT ISRAEL,

IN ORDER TO AVOID DESTRUCTION BY MORE NUMEROUS AND 

BETTER EQUIPPED ADVERSARIES, HAS BEEN FORCED TO SPEND 

ITSELF CLOSE TO RUIN. WE MUST ACT -- IN OUR OWN 

INTEREST -- TO ENSURE THAT DEBT DOES NOT BECOME THE 

WEIGHT WHICH CRUSHES FREEDOM AND DEMOCRACY IN ISRAEL.

I DO NOT SUGGEST THAT THE CONTINUED EXISTENCE 

OF THE STATE OF ISRAEL IS IN DANGER. ISRAEL IS A 

HEAVILY INDEBTED -- BUT NOT AN IMPOVERISHED —

COUNTRY.



ISRAEL HAS A STRONG INDUSTRIAL AND SCIENTIFIC BASE

WHICH HAS ENABLED ISRAELI MANUFACTURED AND

AGRICULTURAL PRODUCTS TO COMPETE ON THE WORLD MARKET- 

IT HAS THE PHYSICAL PLANT AND THE INTELLECTUAL CAPITAL 

TO REGAIN CONTROL OF ITS ECONOMY.

ONLY RECENTLY, HOWEVER, UNDER THE NATIONAL

UNITY GOVERNMENT, HAS ISRAEL HAD THE POLITICAL WILL 

AND DECISIVENESS OF LEADERSHIP TO DEAL WITH ECONOMIC 

PROBLEMS OF SUCH MAGNITUDE- WE WELCOME THAT CHANGE, 

AND WE SUPPORT THE MEASURES BEING TAKEN BY THE NEW

GOVERNMENT TO RIGHT THE UPSET ECONOMY.
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BECAUSE OF THESE MEASURES, BECAUSE OF THE POLITICAL

COURAGE EXHIBITED BY PRIME MINISTER PERES AND HIS 

CABINET, IT IS PROPER TO REGARD ISRAEL TODAY AS A 

COUNTRY WHICH IS DOING WHAT IS REQUIRED TO RESTORE 

GROWTH AND STABILITY TO ITS ECONOMY. IT IS A HIGHLY 

DEVELOPED ECONOMY WHICH HAS SUSTAINED HIGH LEVELS OF 

GROWTH IN THE PAST AND IS NOW GOING THROUGH A 

DIFFICULT PERIOD OF ADJUSTMENT. THE TIMES ARE STILL 

HARD, HOWEVER, AND THE PEOPLE OF ISRAEL CONTINUE TO

STRUGGLE.



IN SOME RESPECT, THE PEOPLE AND GOVERNMENT OF

ISRAEL ARE BESEIGED BY AN ECONOMIC CHALLENGE AS 

THREATENING TO THE FABRIC OF ISRAELI SOCIETY, TO THE 

PRESERVATION OF DEMOCRACY, AS ANY WAR OR CONFLICT OF 

THE PAST. TODAY ISRAEL OWES TO FOREIGN GOVERNMENTS 

AND INSTITUTIONS NEARLY $24 BILLION, AN AMOUNT WHICH 

IS NEARLY EQUAL TO ITS ANNUAL GNP AND IS 678% OF 

ISRAEL'S ANNUAL EXPORT EARNINGS. ISRAEL'S FOREIGN 

DEBT SERVICE TODAY IS ALMOST $4 BILLION PER YEAR; 

ABOUT $1 BILLION OF THAT' GOES TO SERVICE ITS DEBT TO 

THE UNITED STATES GOVERNMENT, ALMOST ALL OF WHICH WAS

CONTRACTED FOR ARMS PURCHASES.
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DEBT SERVICE NOW CONSUMES OVER 40 PERCENT OF THE

ENTIRE ISRAELI GOVERNMENT BUDGET AND HAS BROUGHT HARD

CURRENCY RESERVES TO A PERILOUSLY LOW LEVEL. IN POINT 

OF FACT, IF THE DANGER OF A RAPID WITHDRAWAL OF SHORT- 

TERM DEPOSITS IS TAKEN INTO CONSIDERATION, ISRAEL HAS 

NET NEGATIVE RESERVES.

IN FISCAL YEAR 1985, ISRAEL PAID TO THE

UNITED STATES $158 MILLION IN PRINCIPAL AND $1,018 

MILLION IN INTEREST. OVER THE NEXT SEVERAL YEARS, 

THESE AMOUNTS WILL INCREASE, REACHING A PEAK OF

$1,146,000,000 IN PRINCIPAL AND INTEREST IN 1991-



IF THE REPAYMENT SCHEDULE ON ISRAELI DEBT TO THE

UNITED STATES IS NOT CHANGED, BY THE YEAR 2020, ISRAEL

WILL HAVE PAID $28,897,000,000 IN PRINCIPAL AND

INTEREST TO THE UNITED STATES-

IT MUST BE EMPHASIZED THAT MOST OF THIS DEBT

IS IN THE FORM OF FOREIGN MILITARY SALES CREDITS —

DEBT ISRAEL INCURRED FOR MILITARY HARDWARE WHICH IS IN 

THE FRONT LINE OF DEFENSE OF AMERICAN INTERESTS IN THE 

MIDDLE EAST- THE BURDEN OF DEBT, AND ITS IMPACT ON 

ISRAELI SECURITY AND STABILITY, CANNOT — AND SHOULD 

NOT -- BE HELD SEPARATE FROM THE VERY INTERESTS THE

FMS CREDITS WERE INTENDED TO SERVE-



I NEED NOT REMIND MY FELLOW CITIZENS THAT THOSE INTERESTS

WERE -- FOREMOST - AMERICAN INTERESTS.

ADDITIONAL AMOUNTS, OF COURSE, ARE OWED TO

OTHER GOVERNMENTS, INTERNATIONAL FINANCIAL

INSTITUTIONS AND PRIVATE INSTITUTIONS. IN SUM, AS HAS 

OFTEN BEEN NOTED, ISRAEL'S PER CAPITA DEBT IS THE 

HIGHEST IN THE WORLD.

THE RATHER HAUNTING PROSPECT OF REPAYING THIS

DEBT IS COMPOUNDED BY THE RECOGNITION THAT THE

EXTERNAL FACTORS WHICH CAUSED ISRAEL TO GO SO FAR INTO

DEBT HAVE NOT CHANGED.
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IN THE PAST TEN YEARS, THREE SEVERE BLOWS HAVE BEEN

DELIVERED TO THE ISRAELI ECONOMY. FIRST, THE COST OF

PETROLEUM SHARPLY INCREASED FOLLOWING THE RETURN OF 

THE SINAI AND ITS OIL TO EGYPT UNDER THE TERMS OF THE 

TREATY OF PEACE OF 1979. THE COST OF ENERGY IMPORTS 

HAVE INCREASED FROM $100 MILLION IN 1972 TO $1.5

c BILLION IN 1984-

SECOND, DEFENSE SPENDING HAS GROWN FROM $1.5

BILLION ANNUALLY IN 1972 TO $5 BILLION TODAY.
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TO MAINTAIN ITS OWN DETERRENT AND DEFENSE CAPABILITY 

IN THE FACE OF AN ENORMOUS ARAB BUILDUP, FINANCED BOTH 

BY PETRO-DOLLARS AND BY THE SOVIET UNION, ISRAEL WAS 

FORCED TO INCREASE ITS DEFENSE EXPENDITURES FOURFOLD. 

THIS INCREASE COULD NOT BE MET WITH CURRENT REVENUES; 

ISRAEL WAS COMPELLED TO BORROW TO LIVE.

I WOULD NOTE THAT THE UNITED STATES GOVERNMENT 

HAS NOT BEEN UNAWARE OF THIS COST TO ISRAEL. AT THE 

BEGINNING OF THE REAGAN ADMINISTRATION, IN 1981, AT AN 

APPROPRIATIONS COMMITTEE HEARING,
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THE UNDER SECRETARY OF STATE FOR SECURITY ASSISTANCE, 

MR. JAMES BUCKLEY, WAS ASKED WHAT IMPACT THE PROVISION 

OF ADVANCED MILITARY EQUIPMENT (SUCH AS ENHANCED F-15S 

OR AWACS) TO ARAB COUNTRIES WOULD HAVE ON ISRAEL- HIS 

RESPONSE WAS, "WE BELIEVE THAT THAT ADDITIONAL THREAT

CAN BE MET THROUGH THE PURCHASE OF ADDITIONAL F-15S OR 

F-16S OR OTHER MIXES THAT THE ISRAELI MILITARY MAY

BELIEVE TO BE NECESSARY OR DESIRABLE-"

AS I NOTED AT THE TIME, THE IMPLICATIONS OF

THIS POLICY WERE OMINOUS.
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IN EFFECT, THE POLICY OF RESPONDING TO ARAB REQUESTS

FOR INCREASINGLY MORE COSTLY AND MORE SOPHISTICATED

ARMS WAS PURSUED IN A WAY WHICH ENSURED THAT ISRAEL

WOULD FALL FARTHER AND FARTHER INTO DEBT. I PUT IT TO THE UNDER

SECRETARY OF STATE AT THE TIME THAT SUCH A POLICY KNOWINGLY

ENGAGED ISRAEL IN A WAR OF ECONOMIC ATTRITION WHICH IT

COULD NOT POSSIBLY WIN. THE ARAB COUNTRIES, WITH

THEIR ENORMOUS OIL WEALTH,COULD AFFORD THE BEST;

ISRAEL, ALREADY INDEBTED, COULD NOT AFFORD TO KEEP UP.
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I WOULD ASK ALL WHO QUESTION THE ORIGIN OF 

ISRAEL'S ECONOMIC PLIGHT TO LOOK AT THE RECORD - AT 

OUR RECORD. IN OUR HEARING, THE UNDER SECRETARY OF 

STATE FREELY ADMITTED AND OPENLY RECOGNIZED THAT, 1) 

U.S. ARMS SALES TO ARAB COUNTRIES INCREASED THE THREAT 

TO ISRAEL, AND 2) THAT ISRAEL WOULD HAVE TO PURCHASE 

ADDITIONAL ARMS - VERY EXPENSIVE ARMS, F-15 AND F-16 

AIRCRAFT - TO OFFSET THAT THREAT. LEFT UNSAID, OF 

COURSE, WAS THAT ISRAEL WOULD HAVE TO GO FURTHER INTO 

DEBT TO FINANCE THOSE PURCHASES. IN A WAR OF ECONOMIC 

ATTRITION, IT WOULD BE ISRAEL WHO WOULD TAKE HEAVY

CASUALTIES.
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IT IS NOT BY MERE COINCIDENCE THAT ISRAEL

FINDS HERSELF TODAY SPENDING NEARLY ONE-HALF OF THE

GOVERNMENT BUDGET ON DEBT SERVICING AND THAT SHE IS

CONFRONTED TODAY BY ARAB FORCES WHICH HAVE INCREASED

THEIR ARMS SPENDING BY 700 PERCENT SINCE 1972. IT IS

NOT BY MERE COINCIDENCE THAT ISRAEL HAS BECOME

INDEBTED WHILE THE FOUR LARGEST IMPORTERS OF ARMS IN
 

THE WORLD ARE ALL ARAB COUNTRIES (LIBYA, SYRIA, SAUDI

ARABIA AND IRAQ).



THIS IS THE MOST SEVERE OF THE BLOWS WHICH

HAVE BEEN DEALT TO THE ISRAELI ECONOMY OVER THE PAST

TEN YEARS. GRADUALLY, INCREMENTALLY, OF NECESSITY, 

ISRAEL HAS MORTGAGED CONTROL OVER HER ECONOMY TO HER 

CREDITORS, THE LARGEST OF WHOM IS THE UNITED STATES.

THE ACCUMULATED DEBT, ARISING FROM THE NECESSITY OF

MATCHING ARMS PURCHASES OF HER ADVERSARIES, HAS

DIMINISHED THE NATIONAL SOVEREIGNTY ISRAEL HAS FOUGHT

SO COURAGEOUSLY TO DEFEND.
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ABILITY TO DEAL WITH THE CURRENT CRISIS.

THE GOVERNMENT OF ISRAEL IS ACTING TO CORRECT

THE IMBALANCES IN THE ECONOMY. THE PEOPLE OF ISRAEL

ARE MAKING FURTHER SACRIFICES TO REDUCE THEIR ECONOMIC

VULNERABILITY.

• A FREEZE HAS BEEN PUT IN EFFECT ON ALL

PUBLIC SECTOR EMPLOYMENT. THE ISRAELI

MINISTER OF FINANCE HAS TOLD THE SENATE

THAT 15,000 PUBLIC EMPLOYEES WILL LOSE
7

THEIR JOBS BECAUSE OF BUDGET CUTS.

(
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INFLATION HAS BEEN REDUCED THROUGH THE

IMPOSITION OF A WAGE AND PRICE FREEZE. TO

ACHIEVE THIS END, ISRAELIS HAVE CUT WORKER 

COMPENSATION BY NEARLY 20 PERCENT. TOGETHER 

WITH THE IMPACT OF MINI-DEVALUATIONS, REAL

PURCHASING POWER HAS BEEN CUT BY 40 PERCENT

OVER THE PAST SIX MONTHS-

* THE ISRAELI CABINET HAS APPROVED A NEW

SERIES OF TAXES WHICH IT HOPES WILL REDUCE

PRESSURES ON FOREIGN EXCHANGE RESERVES AND

ENHANCE REVENUES.
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* THE CABINET IS ALSO WORKING ON A NEW LAW 

THAT WOULD ENABLE THE BANK OF ISRAEL TO 

PURSUE A MORE INDEPENDENT AND MORE 

RESTRICTIVE MONETARY POLICY.

* GOVERNMENT SPENDING HAS BEEN SHARPLY

REDUCED, WITH SUBSIDIES ALONE TO BE CUT BY 

$1.2 BILLION. NEWLY

ENACTED LEGISLATION HOLDS GOVERNMENT 

OFFICIALS RESPONSIBLE FOR STAYING WITHIN

THE BUDGET.
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IT IS BEYOND DOUBT THAT THE GOVERNMENT OF

ISRAEL WILL TAKE THE APPROPRIATE MEASURES, DIFFICULT

THOUGH THEY MAY BE. PRIME MINISTER PERES AND KEY

MEMBERS OF THE CABINET ARE UNITED IN THEIR RECOGNITION

THAT FUNDAMENTAL CHANGES ARE NECESSARY AND IN THEIR

RESOLVE TO SEE THAT THESE IMPROVEMENTS ARE ACHIEVED.
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THE ADMINISTRATION, IN COOPERATION 

\xOFFICIALS IS SEEKING TO CONTRIBUTE

’TH ISRAELI

\
TO THE RESOLUTION

OF PROBLEMS AND STRUCTURAL IMBALANCES AFFECTING THE

ECONOMY. I APPLAUD THOSE EFFORTS.

IT IS MY CONSIDERED JUDGMENT, HOWEVER, THAT 

MEASURES WHICH ADDRESS ONLY THE ECONOMIC EMERGENCY --

AND NOT ITS UNDERLYING CAUSES - FALL SHORT OF WHAT IS 

REQUIRED. SUCH MEASURES, WHILE NECESSARY TO MEET THE 

CRISIS AT HAND, WILL NOT FORESTALL ITS RECURRENCE, NOR 

WILL THEY GIVE THE NECESSARY CONFIDENCE TO THE ISRAELI

PEOPLE THAT THEIR ECONOMIC FUTURE IS SOUND.
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FURTHERMORE, BY ATTENDING ALMOST EXCLUSIVELY TO THE

CRISIS OF THE PRESENT, THESE MEASURES DO NOT PAY

SUFFICIENT REGARD TO THE NECESSITY OF STRENGTHENING

THE LONGER-TERM ECONOMIC VIABILITY AND POLITICAL 

STABILITY OF ISRAEL.

THEREFORE, I HAVE INFORMED MY COLLEAGUES OF MY

INTENTION TO INTRODUCE AN AMENDMENT WHICH WOULD REDUCE

THE INTEREST RATE ON EXISTING U.S. MILITARY LOANS TO 

ISRAEL FROM THE PRESENT WEIGHTED INTEREST RATE OF 12

PERCENT TO THE EXISTING TREASURY RATE OF ABOUT SEVEN PERCENT,

IN OTHER WORDS, PERMIT ISRAEL TO "BUY DOWN" THE INTEREST RATES

ON HER U.S. LOANS.
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THAT, BY THE WAY, IS THE INTEREST RATE THE UNITED

STATES NOW CHARGES ON MILITARY LOANS UNDER THE FMS PROGRAMS.

THIS AMENDMENT WOULD ACHIEVE SEVERAL IMPORTANT

OBJECTIVES:

* IT WOULD REDUCE THE ONEROUS FUTURE DEBT

BURDEN FACED BY ISRAEL. AS I NOTED,

INTEREST ON ISRAEL'S OUTSTANDING DEBT TO

THE UNITED STATES NOW HAS A WEIGHTED

AVERAGE OF 12 PERCENT.
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IF THIS RATE WERE CHANGED TO SEVEN PERCENT, 

INTEREST CHARGES TO ISRAEL OVER THE LIFE OF 

THE EXISTING LOAN PORTFOLIO WOULD BE 

REDUCED BY OVER $6 BILLION.

* THE GOVERNMENT OF ISRAEL WOULD BE 

STRENGTHENED IN ITS ABILITY TO HANDLE BOTH 

EMERGENCY AND LONG-TERM ECONOMIC CONCERNS - 

TODAY, 47% OF ISRAELI GOVERNMENT SPENDING 

IS BUDGETED FOR DEBT SERVICE- A SEVEN 

PERCENT INTEREST RATE ON U.S. MILITARY 

LOANS WOULD CUT GOVERNMENT SPENDING ON DEBT

SERVICE NEARLY IN HALF.
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IN TURN, THIS WOULD REDUCE THE NEED TO 

BORROW TO FINANCE DEBT AND INCREASE THE 

AVAILABILITY OF FUNDS FOR DEFENSE AND OTHER 

ESSENTIAL SERVICES-

* THE PEOPLE OF ISRAEL WOULD BE STRENGTHENED 

IN THEIR CONVICTION THAT THE UNITED STATES 

SUPPORTS THEM AND RECOGNIZES THE VERY REAL 

SACRIFICES THEY HAVE MADE FOR PEACE IN THE 

MIDDLE EAST. MOREOVER, ISRAELIS WOULD KNOW 

THAT THE UNITED STATES HAS RECOGNIZED THE 

CONTRIBUTION ISRAEL HAS MADE TO OUR

DEFENSE.
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I WOULD LIKE IT FULLY UNDERSTOOD THAT MY

AMENDMENT DOES NOT CANCEL OR FORGIVE THE REPAYMENT OF 

DEBT BY ISRAEL. UNDER MY PROPOSAL, ISRAEL WILL REPAY 

EVERY PENNY OF PRINCIPAL THAT IT HAS BORROWED FROM THE 

UNITED STATES IN MILITARY LOANS. MOREOVER, IT SHOULD 

BE UNDERSTOOD THAT MY AMENDMENT ONLY REDUCES THE

INTEREST RATE CHARGES FOR EXISTING LOANS.
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THIS IS AN EXTRAORDINARY AND AN UNPRECEDENTED 

STEP. IT IS, NONETHELESS, THE APPROPRIATE MEASURE. 

AID TO ISRAEL IS NOT INCLUDED IN THE DEPARTMENT OF 

DEFENSE APPROPRIATIONS BILL- WERE THAT THE CASE, AID 

TO ISRAEL AND ISRAEL'S CONTRIBUTION TO U.S. STRATEGIC 

INTERESTS COULD BE COMPARED DIRECTLY TO U.S. AID TO 

NATO AND TO NATO'S CONTRIBUTION TO U.S. STRATEGIC

INTERESTS.
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I AM CONFIDENT THAT SUCH A COMPARISON, WHICH WOULD 

HIGHLIGHT THE $129 BILLION IN ANNUAL U.S. EXPENDITURES 

IN SUPPORT OF EUROPEAN SECURITY, WOULD BE HIGHLY 

FAVORABLE TO U.S. ASSISTANCE TO ISRAEL-

I DO NOT SUGGEST THAT WE SHOULD PUT AID TO 

ISRAEL INTO THE DOD APPROPRIATIONS BILL; I DO SUGGEST 

THAT WE MAKE A REALISTIC APPRAISAL OF THE IMPORTANCE 

OF ISRAEL TO U.S. INTERESTS IN THE MIDDLE EAST AND 

THEN ACT ACCORDINGLY. FROM THAT PERSPECTIVE, WE WOULD 

SOON RECOGNIZE THAT WHAT I PROPOSE IS QUITE MODEST

INDEED.
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LET ME CONCLUDE BY ADDRESSING THOSE WHO HAVE 

RAISED CONCERNS THAT MY PROPOSAL TO "BUY-DOWN" THE 

INTEREST RATE ON ISRAELI LOANS SETS A PRECEDENT WHICH 

OTHER COUNTRIES WILL SEEK TO TAKE ADVANTAGE OF. THEY 

ARE ABSOLUTELY RIGHT; IT DOES SET A PRECEDENT. THE 

PRECEDENT IS THAT THE UNITED STATES WILL NOT PLACEMAN

UNSUPPORTABLE BURDEN ON A COUNTRY WHICH IS A DEMOCRACY 

THAT IS BASED UPON MEANINGFUL ELECTIONS AND FREE AND 

OPEN DEBATE, WHICH OBSERVES AND DEFENDS HUMAN RIGHTS, 

AND WHICH SHARES THE FUNDAMENTAL HUMAN VALUES OF OUR- —
PEOPLE.
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ALONG THE ARC OF INSTABILITY WHICH STRETCHES

FROM PAKISTAN THROUGH IRAN AND THE MIDDLE EAST AND ON 

THROUGH THE HORN OF AFRICA, THERE IS ONE COUNTRY - 

JUST ONE -- WHICH SHARES AND PRACTICES DAILY THE 

DEMOCRATIC PRINCIPLES WHICH GOVERN OUR OWN COUNTRY- 

IN THE MIDDLE EAST, A REGION WHICH HAS BEEN FERTILE 

GROUND FOR THE SEEDS OF TERRORISM AND TYRANNY, ISRAEL 

AS BEEN A CONSTANT DEFENDER OF FREEDOM AND DEMOCRACY. 

THE PEOPLE OF ISRAEL, AT GREAT COST IN BLOOD AND 

TREASURE, HAVE DONE THEIR UTMOST TO PRESERVE THEIR

SECURITY AND INDEPENDENCE.
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UNITED STATES INTERESTS IN THE STABILITY OF THE MIDDLE

EAST DICTATE THE NECESSITY OF HELPING TO MAINTAIN

ISRAEL AS AN INDEPENDENT, DEMOCRATIC NATION WITH A

BRIGHT FUTURE OF ECONOMIC AND HUMAN DEVELOPMENT.


