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Abstract

This policy paper examines positive and negative aspects of the US foreign aid to
Israel and offers recommendations for a restructuring and upgrading of the current
aid package that it receives. The objective of restructuring the aid is to more
accurately reflect the US-Israel relationship as it stands in 2012, and not as it was
in the 1970s or 1980s. The current foreign aid package, conceived in 1984, has
been in a stagnant framework since its inception, and does not reflect the current
economic and military reality in which Israel finds itself in the year 2012. Israel’s
military strength, economy, and abilities have improved drastically since 1984; thus
its receiving aid in the present format and present conditions can be damaging to
Israel’s image and political flexibility, and create unnecessary dependence. In the
past, the aid was an integral part of the relationship, and something which could not
be relinquished or restructured; but in the future, political support will be the most

critical aspect of the relationship and the area in which Israel should focus its efforts.
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Policy Paper

The ongoing economic crisis in the US and turbulence in the Middle East,
compounded by Israel having reached economic stability, create a situation where
US foreign aid to Israel, particularly its current structure and relevance, needs to be

reviewed.

In this swiftly changing world, it is incumbent upon Israel to be aware that changes
in the region and events affecting its allies — even ones that appear to be totally
unrelated to Israel — must be followed closely with Israel initiating the appropriate
shifts in its policies to strengthen its relationships with allies, and continue to protect
itself against new enemies. The foundation of the US-Israel relationship is — and
must continue to be — strategic cooperation and common interests, with friendship
and moral commitments playing a supporting role (see Appendix 2). For this to
happen, Israel must restructure the format of the foreign aid it currently receives
from the US in a way which allows Congress to redefine its role in supporting
the relationship and advancing the relationship to a more secure point, where both
countries can enjoy a greater degree of independence which will ultimately draw

them closer together.

As the Cold War came to an end, Israel was faced with a situation similar to the
situation it faces today. The global political map had changed significantly and no
longer would Israel be needed to combat the spread of communism in the Middle
East. Israel’s value to the US was debated in the public arena. Was Israel still an
asset, or should the US distance itself from Israel? Yet, it was clear to some that as
the Soviet Union crumbled, new threats, especially from the Middle East, would
emerge and threaten America’s safety. Furthermore, there was a vast opportunity
for Israel and the US to increase their joint cooperation. Thus, the early 90s became
a period where US-Israel relations broadened and deepened through enhanced

cooperation and training. The current storm in the Middle East presents a similar
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opportunity for Israel to initiate joint cooperation as it did in the early 90s and by

doing so strengthen its relationship with the US.

The recent upheavals in the Middle East have shown that the political map can
change quickly. The political future of US allies in the Middle East — Egypt,

Bahrain, Jordan and Saudi Arabia — is still unknown.

Post-Mubarak Egypt will not necessarily be an ally of the US, and might even
become an ally of its enemies, Russia or China. Bahrain, where the US’s 5th
fleet, with more than 4,000 soldiers, docks, and from which it patrols the Persian
Gulf, has been rocked by disorder and tumult which potentially threaten the pro-
American Sunni monarchy and possibly even the Saudi ruling family in Riyadh.
Jordan, another pro-West ally since the 1950s, is concerned about the possible
demonstrations of a majority Palestinian population and its current government may
be in jeopardy. Jordan has been viewed by the West and America as a stabilizing
factor in the Middle East. In the past 40 years the US has already seen four major
allies fall — Libya in 1969, Iran in 1979, Turkey aligning itself with Iran and the
Muslim world, and most recently Egypt. In the future, the question is when — and
not if — this will happen in Saudi Arabia, Jordan, and other US allies in the Middle
East. The only stable government that the US can rely on in these turbulent times
is Israel. With US armed forces being stretched by war in Afghanistan and a tired
army that recently returned from Iraq, the advantage and importance of increase
cooperation with Israel — which amplifies and augments the US’s strategic influence

in the Middle East — is increased.

The United States is currently in the midst of an economic recession, the severity of
which has not been seen since the 1930s (see Appendix 8), with the unemployment
rate at nearly 10 percent. Many state governments are staggering under significant
deficits and many cities are bordering on bankruptcy. Consequently, states are being

forced to cut basic programs and services to their citizens. The Federal Government



8 | US Foreign Aid to Israel: A Reassessment

is staring at a total deficit of more than $15 trillion, which threatens the US’s standing
in the world. The current Republican controlled House of Representatives continues
to wrestle with the administration over government spending with no compromise
in sight. While the administration has been fighting to maintain the foreign aid
budget, including aid to Egypt, Lebanon and Israel, nothing is safe in the long term.
The magnitude of this economic crisis requires more than just tightening the belt.
The US will need to reevaluate all expenditures in light of their contribution to its
interests worldwide and to national security, and no expenditure is guaranteed to
survive the budget tightening axe. This reevaluation process will continue for many

years to come as US government spending has truly gotten out of hand.

Israel, as a US ally in a turbulent region, finds itself at a peculiar crossroads. On
the one hand, the dangers to its security have increased with Iran and its proxies
seemingly emerging as winners from the recent upheavals. On the other hand, its
value to the Western world and the United States — as a military power in the region
and a democratic stronghold — has increased. In the near future, it is likely to be the
only country through which the West will retain a foothold in the Middle East.

Given the current scenario, Israel is faced with two diametrically opposed options:
to request more aid to combat the rising dangers in the region, or to present itself as
the only address for increased strategic cooperation which can help secure Western

influence and interests in the region.

In 2011, Ehud Barak, then Israeli Defense Minister, declared that Isracl needs to
request increased military aid ($20 billion). This request - detached from reality and
possibly harming Israel’s relationship with the US — ignores creative alternatives in

place of military aid.

Negative Effects

Israel receives various forms of aid from the US (see Appendix 1).
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Recent US Aid to Israel
(millions of dollars)
Year Total Military Grant Economic Grant Immig. Grant ASHA All other
1949-1996 68,030.9 29,014.9 23,1224 868.9 121.4 14,903.3
1997 3,132.1 1,800.0 1,200.0 80.0 21 50.0
1998 3,080.0 1,800.0 1,200.0 80.0 — —
1999 3,010.0 1,860.0 1,080.0 70.0 — —
2000 4,131.85 3,1200 949.1 60.0 275 —
2001 2,876.05 1,975.6 838.2 60.0 225 —
2002 2,850.65 2,040.0 720.0 60.0 2,65 28.0
2003 3,745.15 3,086.4 596.1 59.6 3.05 —
2004 2,687.25 2,1473 477.2 49.7 3.15 9.9
2005 2612.15 2,202.2 357.0 50.0 295 —
2006 25345 2,257.0 237.0 40.0 — 0.5
2007 2,503.15 2,340.0 120.0 40.0 295 0.2
2008 24239 2,380.0 0 40.0 3.90 0
2009 2,583.9 2,550.0 0 30.0 3.90 0
2010 2,800.0 2,775.0 0 25.0 — 0
Total 109,001.55 61,3484 30,897.0 1,613.2 151.05 14,991.9

Through the years, US aid to Israel has fluctuated, increasing in some areas and
decreasing or ceasing in other areas. Aside from the advantages of foreign aid, it has

created many negative effects (see Appendix 3).
1. Pressure has been applied to Israel in diplomatic, economic and defense areas.

2. Defense Industries — US aid limits Israel’s defense industry development

opportunities and sales opportunities to other countries.

3. Israel spends 74% of US aid on supplies from US companies which do not always
best address its needs. Furthermore, US aid encourages Israeli companies to

operate in the US, and not in Israel, so that they can benefit from US aid money.

4. Arab Nations — Foreign aid to Israel has also led to increased arms sales to Arab
countries, thus escalating the arms race in the Middle East, and increasing the

defense needs and economic burden on Israel (see Appendix 5).
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5. Image — US aid has harmed Israel’s image since it creates a stigma of Israel
being dependent on the US for ‘charity.” Accompanying this has been a growing
psychological dependence on the US — a belief that Israel cannot survive without
US aid.

Israel receiving US foreign aid is not the problem. The problem is the outdated
role that US aid plays in the context of the US-Israel relationship (see Appendix
4), which casts a shadow on the relationship and misrepresents US-Israel relations.
Military aid reached peak levels as Israel was struggling to survive in the 1970s
and suffering economic woes in the 1980s. US aid to Israel has been imprinted and
engraved in the conscious of Americans, Israelis, and politicians as a reflection of
the relations between the two countries, and a barometer of each one’s strength in
relation to the other. In light of the significant changes that have transpired over the
past two decades, Israel’s continued acceptance, or requests, for military aid, has
distorted Israel’s political strength and relationship with the US. This outdated role
has raised unrealistic expectations from the US of Israel, and in turn has handicapped

Israel’s policy making.

Economic and military aid to Israel was once the defining metric of US support for
Israel. Aid reached a peak in 1986 of nearly $4 billion dollars, due to Israel’s severe
economic troubles. Since then, Israel’s economy has recovered significantly, with
its GDP increasing eightfold. Today, Israel’s economy is an island of stability in
a sea of floundering economies and the main rationale for receiving high levels of

aid - a weak economy — no longer exists

US aid serves as a cushion in the Israeli budget, specifically the defense budget.
However, its continued role in the US-Israel relationship, symbolizing the US
commitment to Israel’s security, is misleading at best and detrimental at worst.
The relationship between the two countries has significantly developed through

increased cooperation and continues to grow. Simultaneously, Israel has gradually
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become a regional military superpower, economic powerhouse and bastion of

freedom and democracy. Yet, it is becoming increasingly dependent on the United

States for the upkeep of its multifaceted military strength, which has handicapped

its maneuverability and political flexibility.

Israel Government Budget 2010

US Foreign Aid o )
Defense Expenditures 2.90% Civilian Expenditures
14.30% 18.50%

Transfer Payments
27.80%

Investments & Credit
5.10%

Israel is slated to receive about $3 billion per year in aid over the next five years.

The following are two recommendations for restructuring foreign aid.

Option 1:

1. Phasing out foreign aid from the State Department budget at a rate of $300

million a year over a 10-year period.

2. Moving the remaining foreign aid to the Pentagon budget.
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Option 2:

1. Phasing out foreign aid from the State Department budget at a rate of $300

million a year over a 10-year period.

2. Initiating a strategic cooperation fund in the amount of $300 million per year
for the next 10 years for the purpose of funding joint cooperation, new R&D
projects between the two countries, and enhanced investment in current bi-

national funds earmarked in the defense budget.
3. Removing limitations on Israeli defense exports.
4. Upgrading the Haifa and Ashdod ports to facilitate the needs of the Sixth Fleet.

5. Increasing US weapons prepositioning in Israel (missiles, planes, drones, tanks,

APCs, counterterrorism).
The plan will be formulated in cooperation with the US Congress.

To facilitate the redefining of the relationship between the US and Israel, Israel will
propose the phasing out of foreign aid over the next 10 years. Thus, for each of the
next 10 years, Israel will receive $300 million less in aid than the previous year,
so that in 10 years Israel will no longer receive any foreign aid from the US State
Department budget. As a substitute, Israel and the US will begin a 10-year period
during which $300 million is invested annually in joint projects. The projects would
include enhanced military cooperation, R&D Foundation, enhanced investment in

existing funds, increased prepositioning of military supplies, etc.

The projects to be funded will be presented to the US Congress, whose support for
Israel has been unwavering. In the past, Congressmen on the various Appropriations
Committees have initiated similar projects, even against the President's wishes. The
projects will be inserted into specific legislation in the defense budget over a 10-

year period.

The purpose of these projects would be to enhance strategic and industrial

cooperation between the two countries for mutual benefits. These projects will
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bolster Israel’s security and generate revenue for Israel, thereby compensating for

the foreign aid Israel would forgo (see Appendix 9).

Development of US Aid to Israel 1977-2010
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3,500

—O—Total aid in current dollar value

W
3,000

=y=Total aid represented by 1977 dollar value /
2,500 M
2,000 =
1,500 f X

1000 N _fm

500

0

1977 1979 1981 1983 1985 1987 1989 1991 1993 1995 1997 1999 2001 2003 2005 2007 2009 2011 2013 2015 2017

Assessment

The first option calls for simply phasing out foreign aid, similar to the manner in
which economic aid was phased out. Additionally, the remaining foreign aid, over
the next 10 years, would be transferred from the State Department’s budget to the
Pentagon budget. Receiving aid from the Pentagon budget is preferred because it
is seen as spending on joint cooperation, as opposed to receiving aid from the State

Department budget, which is seen as ‘charity.’

The second option proposes a plan that allows Congress to be the conduit for

changing the US-Israel relationship. Phasing out foreign aid allows Congress,
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which has continually shown unconditional friendship to Israel (see Appendix 6),
to play a greater role in defining the relationship, rather than the State Department,

whose relationship with Israel is less amicable (see Appendix 7).

Under the US Constitution, Congress possesses equal power to the Executive Branch,
including in matters of foreign affairs, and has historically demonstrated its power in
critical foreign policy decisions: termination of wars in Vietnam, Laos, Cambodia,
and military involvement in Angola and Nicaragua. The power of the purse gives
Congress full discretion for appropriating funds, and separation of powers between

the two branches ensures Congress its independence in policymaking.

Similar projects have already been undertaken, such as the renovation of the Port
of Haifa, at the initiation of Congress, which viewed this project as beneficial to the
US Sixth Fleet. This renovation provides economic benefits to the city of Haifa and
Israel as a whole, when the US fleet docks at the port each year. Joint bi-national
foundations such as BIRD (Bi-national Industrial Research and Development
Foundation) and BARD (Bi-national Agricultural Research and Development)
have brought Israel and the US closer and simultaneously generated economic
revenue from the resulting research (see Appendix 9). With the additional funding
available, many more projects of this nature could be launched including: an R&D
defense fund, water conservation projects, energy development projects, and space
research projects. Additionally, a committee of experts from both countries should
be formed, reminiscent of Endowment for Defense Industrial Cooperation (EDIC),

to explore additional joint projects of mutual benefit.

Aside from the enhanced joint cooperation, the US will also benefit from this plan.
Because of the current framework of the US aid, in which all foreign aid is voted on
as a single bill, Congressmen who support giving aid to Israel, ipso facto provide
aid to additional countries. This plan however, will allow Congressmen to support

aid to Israel alone, thereby significantly reducing the foreign aid budget.
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We recommend the second option. While it is more complex to implement, it allows
Israel the unique opportunity to present itself as part of the solution to US budgetary
and security concerns in light of Middle East turmoil by phasing out US aid and
initiating joint projects to bolster US security in the region as well as globally.
This direction will find an overwhelmingly supportive Congress to expedite the
aforementioned ideas and initiate other projects and policies which will strengthen
the strategic relationship between the two countries. Israel will improve its image
in the eyes of the US Congress and the general public, and by initiating such a bold

move will demonstrate strength in the international arena.

US aid to Israel will not last forever. At some point US politicians or the general
public in the US will demand a reevaluation of all US foreign aid. The above
suggestions minimize the risk that Israel may be asked by the US to accept a
significant cut in US foreign aid, which would be a foreign policy disaster for Israel
and severely damage its standing in the US, which is Israel’s only ally. If Israel does
not restructure US aid, it will be making a foreign policy error which expresses the

following problematic underlying assumptions:

1. That the relationship between the US and Israel will remain stable forever and

that US support for Israel is secure.

2. Although times change, Israel does not need to initiate changes in the framework

of the relationship.

3. It is okay for Israel to continue accepting US aid, even though the Israeli

economy continues to grow while the US economy is floundering.

In the past, Israel has learned the hard way that stable, positive relationships between
countries are not guaranteed. Sometimes there is a sudden upheaval which disrupts
the relationship, while at other times there is a gradual erosion of the relationship.
The US is the only country in the world whose relationship with Israel is from the
bottom up — in the US, support for Israel does not start with the politicians, rather,

the general public. Thus, Israel must take pains to continually cultivate its support
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base among the general public in the US, as well as among politicians. When
US taxpayers are out of work and struggling to make ends meet, giving money to
another country does not sound positive. For US politicians, supporting US foreign
aid to a country whose economy is succeeding, while the US economy is struggling,

is a difficult, potentially unpopular choice.
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Appendix 1- History of Aid

Foreign Assistance Act

A major component governing US foreign policy is the Foreign Assistance Act of
1961 (FAA). This act outlines the US’s foreign policy goals in granting various
types of assistance to different countries. Aid from the US to other countries started
at the end of WWII; the Foreign Assistance Act of 1961 combined all the programs

together into what was hoped to be a more efficient system.

In the aftermath of World War II, Europe lay in destruction. George Marshall,
delivering a commencement speech at Harvard University, reiterated the obvious
desperate predicament of Europe and declared, “It is logical that the United States
should do whatever it is able to do to assist in the return of normal economic health
in the world, without which there can be no political stability and no assured

1

peace.”! On April 3, 1948, President Harry Truman signed the Foreign Assistance
Act, authorizing grants and loans amounting to $17 billion over the next four years.
The goal of the Marshall Plan was specific: to stabilize Europe, not as a permanent

program for European recovery but as an emergency tool of assistance.

When the Marshall Plan ended on June 30, 1951, Congress was in the process of
piecing together a new foreign aid proposal designed to unite military and economic
programs with technical assistance. This plan became a reality when Congress
passed the Mutual Security Act of 1951 and created the Mutual Security Agency.
This act authorized military, economic, and technical assistance to countries with the
aim of developing their resources in the interest of their security and independence
on the condition that such assistance is in the national interest of the United States.
The Mutual Security Act was revised in 1954 and 1957, each time adding new
elements to the existing foreign assistance programs. These acts were insufficient
insofar as they failed to address the need for a long term foreign assistance program.
This led to the formulation of the FAA of 1961 which created the United States

1 Speech by John C. Marshall, June 5, 1947
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Agency for International Development (USAID).?

The principal goal of the FAA was to consolidate these statutory authorities and
programs under a regime, taking into account the new circumstances facing the US
during the Cold War in light of the dismantling of European colonial empires and

the emergence of the Third World as an independent force in international politics.?
The FAA states that one of its primary goals is:

The Congress declares that a principal objective of the foreign policy of
the United States is the encouragement and sustained support of the people
of developing countries in their efforts to acquire the knowledge and
resources essential to development and to build the economic, political,

and social institutions which will improve the quality of their lives.

In enacting this legislation, it is therefore the intention of the Congress to
promote the peace of the world and the foreign policy, security, and general
welfare of the United States by fostering an improved climate of political
independence and individual liberty, improving the ability of friendly
countries and international organizations to deter or, if necessary, defeat
aggression, facilitating arrangements for individual and collective security,
assisting friendly countries to maintain internal security, and creating an
environment of security and stability in the developing friendly countries

essential to their more rapid social, economic, and political progress.*
The general policy of military assistance states:

The President is authorized to furnish military assistance, on such terms
and conditions as he may determine, to any friendly country or international

organization, the assisting of which the President finds will strengthen the

2 For a history of the Foreign Assistance programs, see USAID website, http://www.usaid.gov/
about_usaid/usaidhist.html

3 Perez, “Foreign Assistance Act of 1961~

4  Foreign Assistance Act of 1961, Part II, Section 501 which appears in “Legislation on Foreign
Relations Through 2002
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security of the United States and promote world peace.’

Thus, the FAA comprises a mix of idealism and foreign policy concerns. The US
provides aid which assists to develop third world countries and at the same time

advance its own national security interests.

When studying the history of American military aid to Israel, three distinct stages
emerge. Stage 1 was when the US first agreed to sell weapons to Israel. In stage
2, the US provided military loans to Israel — which were paid back in full, partly
through the economic support fund (ESF) designed to correct the previous mistake

of financing military exports with loans.

In stage 3, the US provides military grants to Israel, under the umbrella of foreign
aid that Israel receives from the US. Israel also received other tangible types of aid,
including loan guarantees and economic aid, which has already been phased out.
These other forms of aid will be discussed briefly since they only apply to limited

sections of this paper.

Beginning with the declaration of the State of Israel, Israel attempted to purchase
heavy weapons from the US; however, their requests were denied. It requested
artillery tubes in 1953, aircraft in 1954, and aircraft, tanks, artillery tubes in 1955 and
1956; and renewed these requests in 1960. Israel received its first weaponry from
the US when President Eisenhower agreed to sell Israel 100 anti-tank, recoilless
rifles in 1958. Thus, Israel turned to Great Britain and France in search of heavy

weapons.®

However, Israel had doubts about the reliability of the Western European countries
as arms suppliers, and therefore renewed its requests for weapons from the US
during the Kennedy administration. In 1962, the Kennedy administration agreed to

sell Israel several Hawk anti-aircraft missile batteries, thus ending the ban on US

5  Foreign Assistance Act of 1961 Section 503, ibid.
6  Rodman, 13-14
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heavy weaponry sales to Israel. This sale opened the door for future sales from the
US to Israel. On July 29, 1965, the US and Israel reached a formal agreement under
which the Israel Defense Force (IDF) would receive 210 M-48 Patton Tanks as well
as an upgraded cannon in addition to spare parts and ammunition. This sale marked
another breakthrough in the development of American arms sales to Israel. While
the 1962 sale marked the first sale of heavy weaponry to Israel, the sale was only of
defensive weapons. The tanks, conversely, were offensive weapons which could be

used to strike at targets deep in Arab territory.’

The relationship continued to grow when, on February 22, 1966, the US and Israel
reached a formal agreement for the sale of American combat aircraft to the Israeli Air
Force (IAF). Under the terms of this deal, the IAF would receive 48 A-4 Skyhawk
attack aircraft. This deal was consummated less than a year after the tanks deal,

indicating that the US was on its way to becoming Isracl’s main weapons supplier.®

In November 1968, the Johnson administration formally agreed to supply Israel
with 50 F-4 Phantom aircraft. Under the terms of the deal, Israel would also receive
associated ordnance, spare parts, maintenance equipment, and training. For the US,
the deal signified an active commitment to become Israel’s main weapon supplier, a
role that they had objected to prior to the Six Day War in 1967.°

During the Nixon administration, the US continued to supply Israel with arms,
including selling Phantom and Skyhawk aircraft at the end of 1971, and in early
1973. During 1972-73, Israel acquired additional tanks, armored personal carriers,

artillery tubes, missiles, and electronic equipment from the US.!°

Inthe middle and late 1970s Israel purchased F-151 and F-16 aircraft, and in the 1980s
continued these purchases as the US continued to be the main weapons supplier of
Israel. Inthe 1990s these weapons sales continued with Israel purchasing F-16 C/D,

upgraded F-15’s and surplus weapons from the US army. Among other sales, the

Ibid., 17
Ibid., 27
Ibid., 35
10 Ibid., 85
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US provided Israel with Harpoon anti-ship missiles and Joint Direct Ammunition
Bombs for the Israel Air Force.

In 1998, Israel was designated as a “major non-NATO ally,” which allows it to
receive outdated military equipment the US military wishes to sell or give away.!!
Additionally, the US is committed to keeping Israel’s qualitative military edge
(QME) over its neighbors. While for many years no definition existed as to the
meaning of QME, in 2008, Congress passed legislation that defines it as:

The ability to counter and defeat any credible conventional military threat
from any individual state or possible coalition of states or from non-state
actors, while sustaining minimal damage and casualties, through the use
of superior military means, possessed in sufficient quantity, including
weapons, command, control, communication, intelligence, surveillance,
and reconnaissance capabilities that in their technical characteristics are
superior in capability to those of such other individual or possible coalition

of states or non-state actors.!?

Military Loans

While Israel received small military loans from the US beginning in 1959, Israel’s
first significant military loan was a $90 million loan granted in 1966. In 1970,
the loan amount skyrocketed to $545 million, and remained in that range through
1978. In 1979, as part of the Camp David agreement, Israel received $2.7 billion
in military loans to redeploy forces from the Sinai to the Negev. However, $2.2
billion of the $2.7 billion were high interest loans.”*  While loans continued from
1980-1984 at an average of $800 million a year, Israel has not received military

loans since 1984.'*

11 Bard, “US Aid to Israel”

12 Sharp, 1-2, P.L. 110 — 429, The Naval Vessel Transfer Act of 2008
13 Bard, “US Aid to Israel”

14  Sharp, 21-22
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Military Grants

The military loans played a major role in Israel’s deteriorating foreign balance of
payment. In 1983 an American interdepartmental committee headed by Frank
Carlucci, Deputy Head of the National Security Adviser, opined that it made no
sense to finance military exports to American allies through interest bearing loans.
The military hardware could not be expected to create a stream of income to repay
principle and or interest. The committee concluded that foreign military sales to
allies which cannot finance it themselves should be in the form of grants. In the case
of Israel, it was decided that within an overall security assistance package future
military sales of $1.2 billion would be financed through outright grants, and an
additional $1.2 billion, defined as economic support funds (ESF), would be granted
to facilitate repayment of principle and interest of previous loans which financed the

sale of military hardware.'

Israel received its first military grant of $1.5 billion in 1974, which was desperately
needed to rebuild a depleted IDF in the aftermath of the Yom Kippur War.
Consequently, Israel went into a deep debt in order to finance its ongoing arms
procurement. The decision to convert military aid to military grants that year was
based on the prevailing view in Congress that without a strong Israel, war in the
Middle East was more likely, and that the US would face higher direct expenditures
in such an eventuality.'® Grants continued at an average of $400 million per year
until 1979 when the Camp David agreements ushered in a new era of US military
support for Israel and Egypt and Israel received a military grant of $1.3 billion;
which, under the provisions of the Special International Security Assistance Act of
1979, Israel and Egypt were to be provided military and economic grants at a ratio
of 3:2 in Israel’s favor. Grants grew through 1987, by which time they had become

a steady $1.8 billion, which would remain the annual level through 1998."7

In 1996, with repayment of previously accumulated debt gradually declining, Israel

15 Interview Amos Rubin
16 Bard, “US Aid to Israel”
17  Sharp, 22, 24-27
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announced that economic aid would be phased out over a ten-year period and
partially replaced by military aid. Under the plan, economic aid would be reduced
by $120 million per year and military aid would be increased by $60 million per
year. As aresult, by 2008 Israel was no longer receiving economic aid, but military
aid had reached $2.4 billion."®

Additionally, at the end of 1998, Israel requested an additional $1.2 billion in aid
to fund redeployment of troops and military installations in the Judea area as called

for in the Wye Agreement. Israel received $600 million of this additional amount
in 1999 and the remaining $600 million from 2000-2001."

In August 2007, the Bush Administration agreed to increase US military assistance
to Isracl to an average of $3 billion per year over the following decade. The
agreement calls for annual incremental increases of $150 million, with aid reaching
$2.55 billion dollars in 2009 and $3.15 billion per year for 2013-2018.%°

Prior to 1988, all of the military aid received from the US had to be spent in the US
except for specific projects. Starting in 1988, Israel was allowed to spend a portion
of the aid inside Israel. Between the years 1988 and 1990, Israel was allowed
to use $400 million for weapons procurement in Israel, as opposed to spending
all the money in the US. From 1991 to 1998, the amount was increased to $475
million. As US military aid to Israel has increased, the amount set aside for defense
purchases in Israel have also increased.?’ Currently, roughly 26% of the military

aid Israel receives may be spent in Israel.

While 1988 was the first year that Israel was granted permission to use US military
aid for domestic procurements, specific projects had been previously funded. In
1977, $107 million dollars was allocated to develop the Merkava tank and $1.3-

$1.8 billion was used to develop the Lavi airplane, until the program was terminated

18 Bard, “Israel’s Bold Initiative to Reduce US Aid”
19 Bard, “US Aid to Israel”

20  Sharp, 3

21 Bard, “US Aid to Israel”
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in 1988.%

Israel receives the military aid in a lump sum in the first month of each fiscal year.
The funds are placed in an interest-bearing account and the interest is used to pay
Israel’s debt to the US, which as of December 2006 stood at $1 billion.”* While
Israel selects what it wishes to purchase with the aid money, all purchases must be

approved by the Pentagon and the State Department.*

In addition to military loans and grants, there exist many joint US-Israel military
projects. Israel has received $215 million to develop “Iron Dome”, a system
designed to intercept short range missiles of up to 40 kilometers in all weather
conditions.”> Another development project, David’s Sling — a short/medium range
system designed to intercept missiles between 40-300 kilometers — has received
over $130 million in the past five years.”® Since 1988, Israel and the US have been
developing the Arrow Anti-Missile System, a weapon with a theater ballistic missile
defense capacity, to which the US has contributed more than $400 million. In 2008,
Israel began the production of Arrow III, a top tier system designed to intercept
advanced missiles with nuclear tipped warheads, and the US agreed to co-fund its

development.?’

Economic Aid

Israel received it first economic grant from the US of $100 thousand in 1951. From
1952-62 Israel received an average of $25.4 million annually in economic aid.
Economic aid was renewed in 1972, and from 1972-74 Israel received $50 million
annually. From 1975-84 Israel received an annual average of $615 million. In 1985
and 1986 that figure jumped to nearly $2 billion, but thereafter, through 1999, an

22 Sharp 4, footnote 6

23 Bard, “US Aid to Israel”
24 ©v73, 36, see Dayan, 456
25 Sharp, 7

26 Ibid., 8

27 Ibid., 8-10
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annual average of $1.2 billion dollars was received. Starting in 1999, economic aid

was gradually phased out.

In 1985, economic aid was increased and all military loans were converted to grants.
At this point, Israel was paying more in interest on loans than it was receiving in
grants from the US Government. As a result, the Cranston Amendment, named
after its Senate sponsor, was added to foreign aid legislation in 1984 and renewed
each year thereafter through 1998. The amendment stated that it was “the policy
and the intention” of the US to provide Israel with economic assistance “not less
than” the amount Israel owed the US in annual debt service payments (principle and
interest). For 1998, Israel received $1.2 billion in ESF and owed the US government
approximately $328 million in debt service for direct loans, so it was apparent that

the Cranston Amendment was no longer needed.?®

28 Mark, 6
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Appendix 2 - Origins of the Aid

The US was the first country to recognize Israel as an independent state. Harry
Truman, acting against advice from the State Department, decided to recognize
Israel’s independence immediately. Since its inception, Israel has received political
support from America, though it did not receive any security assistance until 1962.
Economic support existed, but the US would not provide any weapons so as to
prevent an arms race in the Middle East. Furthermore, the US, concerned with
Soviet expansion in the Middle East, had courted those countries whose assistance
was vital in combating this threat. Israel was not on the list. Adopting a policy of
one sided support of Israel might have alienated Arab countries and hindered US
influence in the Middle East.

Since the Kennedy administration, US Presidents, one after the other, have pledged
their unshakable commitment to Israel’s security. In 1978, the US celebrated 30
years of commitment to Israel’s security; thus hinting to a commitment that started
in 1948. The question, however, arises: where was this security commitment from
1948-1962? At a time when Israel was in dire need of weapons, it was told to look
elsewhere. In order to understand why Israel is receiving aid today;, it is essential to
outline the changes which occurred in the early 1960s. Two main changes occurred:
The first was that Israel became a strategic asset in the 1960’s. The second was that
Israel’s plans to build nuclear weapons were revealed by US intelligence agencies,
thus opening the door for US aid to Israel as will be elaborated upon shortly.

The Eisenhower administration considered Israel a liability to US plans in the
region. President Eisenhower and Secretary of State Dulles courted Arab states in
the hope of recruiting them into alliances designed to defend against Communist
expansion in the Middle East — but this policy failed. Ben Zvi* points out that the
Eisenhower administration looked at Israel in one way from 1953-1956, and another

from 1957-1960. In the first years of Eisenhower’s presidency, the prevailing view

29 Ben Zvi, 1998. The next four paragraphs are based on the first two chapters of the book Decade
of Transition.
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was that pressure and coercion needed to be applied on the Israeli government so
that the US could secure its interests in the region. This perception was grounded
on the view that the Arab-Israeli conflict was the source of an unstable Middle East.
Solving the Arab-Israeli conflict was a prerequisite for building a coalition with
Arab states — the key to preventing communist expansion. Israel’s unwillingness to
cede territory or accept in principle the right of return was not in congruence with
broader US interests.

Between 1957 and 1960, the US realized that Israel could play a central role in
stabilizing the Middle East and preventing Arab pro-Western governments from
being toppled. In 1958, domestic turmoil in Jordan worried the US and Britain that
Hussein’s regime was in danger. The US and Britain wanted to send in paratroopers
to secure Amman, but had no way of transporting them from the sixth fleet to Jordan.
Syria, Egypt, and Saudi Arabia all refused US requests to use their airspace. Only
Israel, despite heavy pressure from the Soviet Union, allowed them use of their

airspace.

This was a watershed event in which the US began seeing the Middle East through
a different prism. The strategy of solving the Arab-Israeli conflict was put aside
and instead, the US approached the Middle East, issue by issue. Realizing that the
instability that pervaded the region had nothing to do with Israel, that attempting to
reign in Nasser had been unsuccessful, and that Israel could be counted on in a time
of need; the US reevaluated the issues which for the larger part of the 1950s had
painted Israel in a negative light.

Seeing Israel as a strategic asset also changed the manner in which the US addressed
Israel regarding the Arab-Israel conflict. The US ceased to use coercive policies
against Israel or try to dictate certain actions that should be taken. The US, when
addressing these issues, limited itself to remarks of concern instead of presenting
concrete plans and emphasizing the urgency with which they be implemented.
These events led to the gradual emergence of the special friendship between the US
and Israel, which later included increased amounts of military aid, military sales
and joint cooperation over the next few decades.
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An additional motive for the foreign aid and military sales to Israel emerged once
Israel’s nuclear program was divulged. Israel, from the outset of its existence, had
initiated a project that would provide it with nuclear weapons. The point of attaining
nuclear weapons was to have sufficient deterrent capabilities in a hostile region
where it was greatly outnumbered. In conventional warfare, Israel was dwarfed
by the armies of its Arab neighbors, both near and far. Having nuclear capabilities
would send a message to Arab countries that an attempt to liquidate Israel would be
met with severe consequences, and in essence, act as an equalizing force. Seeing that
Israel was relying on nuclear weapons as a means to defend itself in its exceptional
situation as the only country constantly threatened with extinction, the US, as
a world leader, took upon itself to supply Israel with a conventional armament,
reducing the chances that Israel would have to fall back on nuclear weapons as its

only means of defense.*

Once US intelligence discovered that Israel was building nuclear facilities, it urged
Israel to halt its plans for nuclear weapons. However, the Israelis were ambiguous
and vague as to what was happening in Dimona. President Kennedy attempted to
pressure the Israelis into allowing inspectors to visit the sight. Israel, while at first
unwilling, finally agreed to allow inspectors to visit as long as they were from the
US. To obtain this permission, President Kennedy, in a meeting with Golda Metir,
offered to sell Hawk Missiles to Israel and suggested to her that should Israel ever
come under attack, it could rely on the US. This was not a security guarantee, but it
was certainly words that Israel had never heard from the Eisenhower administration.
Kennedy’s commitment to Golda Meir, along with his decision to sell the Hawk
missiles to Israel, amounted to a turning point in American foreign policy toward

Israel - one little noted until this today.?!

As the 1960s progressed, the US persisted in applying pressure on Israel to cease its
nuclear projects, but to no avail. The US and Israel finally came to the agreement

that Israel would not be the first country in the Middle East to introduce nuclear

30 Benn, “Splitting the atom”
31 Hersh, 117-18. See also pages 91-128 for background and a more in-depth analysis on the

subject.
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weapons into its arsenal. This was the same ambiguous answer that Shimon Peres
had given President Kennedy when he travelled to the US in 1963. Hence, until
this day, it is known that Israel has nuclear capabilities, though it refrains from

publicizing this information.

Yet America was not satisfied that Israel would not reveal its arsenal. America did
not want Israel to ever have to resort to these weapons for fear that any usage of them
would pull the US into a major war. Consequently, the US’s military assistance to

Israel began around the same time the textile factory in Dimona was revealed.

As previously noted, the idea behind US military assistance was to supply Israel
with enough conventional means to rule out the need for it to fight its wars with
nuclear weapons. The first weapons acquisition was Hawk anti-aircraft missiles,
purchased by Israel to protect the Dimona plant. Donald Neff writes, “It was part
of an effort to smoke out Israel’s nuclear intention that caused Kennedy to lift the
embargo on conventional weapons.”* John Hadden, former Head of the Tel Aviv
CIA station wrote, “The Israelis were way ahead of us. They saw that if we were
going to offer them arms to go easy on the bomb, once they had it we were going to
send them a lot more, for fear that they would use it.”*

This motive as the origin of US military aid is not something discussed in the public
arena. Yet from time to time there are statements made by officials which hint
to this. In the late 1970s, when Israeli press was calling for Israel to succumb to
American pressure to yield to Egyptian demands, Moshe Dayan publicized a short
and ambiguous article under the title “We Should Remember” (ny77 12°%), which
stated that no country can pressure Israel into doing something it does not want
to do. The article did not give reasons or support for this claim. Appropriately,
President Carter —responding to an Israeli journalist who called for the US to
threaten Israel with withdrawal of its military assistance — said that the assistance

would be assured, whether or not Israel would accept America’s position regarding

32 Neff, 171
33 Ibid.
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the forthcoming peace agreements.** In 1996, Finance Minister Dan Merridor, in
a televised interview, said that the US would not be wise to use aid as a way of
pressuring Israel. He said, “When Israel is required to make tough decisions and
to take risks — including security-related ones — an attempt to impair its defensive
capability is the last thing they should do. The aid is, after all, granted entirely
for the purpose of defense procurement and the defrayal of defense-related debts.
Such a step would therefore be unwise, and I do not believe they will use the aid to

pressure Israel.”*

This motive was also understood by officials outside of Israel. As early as 1956,
Francis Perrin, head of the French A-bomb project wrote: “We thought the Israeli
Bomb was aimed at the Americans, not to launch it at the Americans, but to say,
‘If you don’t want to help us in a critical situation we will require you to help us;

29

otherwise we will use our nuclear bombs.’”” This motive came to fruition during
the 1973 war when Israel used nuclear leverage to pressure Kissinger and Nixon
to airlift massive amounts of military hardware to Israel. The Israeli Ambassador,
Simha Dinitz, is quoted as saying at the time, “If a massive airlift to Israel does not
start immediately, then I will know that the US is reneging on its promises and...
we will have to draw very serious conclusions.” In 1987, Amos Rubin, economic
adviser to Prime Minister Yitzhak Shamir, echoed this premise. In an interview to
the Christian Science Monitor, he said, “If left to its own, Israel will have no choice
but to fall back on a riskier defense which will endanger itself and the world at
large... To enable Israel to abstain from dependence on nuclear arms calls for two
to three billion dollars per year in US aid.” Since then, Israel’s nuclear arsenal has
expanded exponentially, both quantitatively and qualitatively, while the US money

spigots remain wide open.*

This motive portrays the aid as a preventative measure. Israel received aid, not
necessarily because it was an asset, but rather to prevent it from resorting to actions

that would hurt the US. If this is true, it could be argued that as long as Israel has

34 Interview with advisor to previous Prime Minister
35 BBC, Now. 8, 1996

36 Steinbach, “Israeli weapons of mass destruction, a threat to peace”
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nuclear capabilities — which are unmatched by other countries in the region — aid is
almost guaranteed. According to the first motive, aid was initiated because Israel
proved to be a strategic asset, thus, as long as Israel continues to be an asset, aid

will continue.

How relevant are these theories today? Israel’s support base in the US Congress
is robust, compounded with strong support from the American public. The foreign
aid bill is one which enjoys bipartisan support from both houses. Furthermore,
congressman have never alluded to the claim that military aid is provided to
Israel only out of nuclear concerns, but rather continue to show support for Israel
irrespective of nuclear concerns. The US Congress has been a strong supporter of
Israel, in every way possible, since Israel’s inception — regardless of the position of

the US administration and State Department.

While the origins of military sales may have been preventative action, the evolution
of the US-Israel relationship over the last 40 years has gradually grown to a level
of unmatched strategic cooperation between the two countries. In 1993, Al Gore
commented that US-Israel relations had reached an all-time high. Therefore, it may
be asserted that the enhanced strategic cooperation has transformed the relationship
from Israel being a strategic asset or the US keeping tabs on the bomb, to a mutually
beneficial relationship in all areas.

Israel’s contribution to the US has caused high ranking officials to heap praise on
the level of support Israel receives. Alexander Haig, former Secretary of State, said
that “Israel is the largest American aircraft carrier in the world that cannot be sunk,
does not carry even one American soldier, and is located in a critical region for

American national security.”
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Pressure is a foreign policy tool that has been utilized by US administrations dating
back to Eisenhower with the purpose of obtaining various concessions from Israel.
The types of pressure have varied over the years, often depending upon the nature of
the relationship at that specific time. The nature of the relationship has broadened
over the years giving the US increased means to apply pressure. This section will
explore instances where the US has applied pressure on Israel. They are not limited
to usage of military aid, but rather apply to all types of pressure that have been
applied.

Analyzing military aid as an independent variable and its being granted or withheld
as a means of pressure on Israel is difficult, since its usage or non-usage to pressure
Israel does not accurately reflect its strength in manipulating the relationship. When
a US administration searches for a way to attain a foreign policy goal it looks to the
options at its disposal. Those include political pressure, aid, withholding technology,
cancelling joint exercises, halting intelligence sharing, withholding weapons sales,
indifference at the UN, cancelling low level meetings, etc. The choice of which
pressure to apply is an outcome of domestic factors — Congress, AIPAC and the
general public; though international factors may also play a role. While a certain
goal may be reached through the usage of a variety of pressures, there might be
an unwanted backlash as a result. Thus, the choice of which component to use as

pressure is meticulously chosen.

This section establishes that pressure has been applied on many occasions in many
different categories. The more areas where Israel is receiving assistance from
the US, the more the US will be able to apply pressure and receive concessions
from Israel. Israel has friends within the US government who are willing to fight
against that pressure, though they are often being used to secure other parts of the
relationship. Therefore, if there is a part of the relationship which is not critical,

Israel is wasting political capital by attempting to continually secure it.

The principle goals of foreign aid are to strengthen the influence of the donor in



Policy Paper | 33

the recipient state, provide markets for the donor’s goods and services, and deny
adversaries influence and access.’” Yet, there are no free lunches. With aid come
expectations. Any donor state expects its actions to be reciprocated by the recipient
state.”® Though, failure to accommodate the donor state does not necessarily lead
to the removal of aid. Pressure can be applied in different forms on the recipient
state. The more a state receives aid, the more its maneuvering ability in foreign
policy with the donor state is hindered — it is compelled to acquiesce to policies that

it would rather not accept.

The US uses the promise of foreign aid or the threat of cutting it off as leverage
in political bargaining with recipient states. For example, in the late 1980s when
Pakistan proceeded with a nuclear weapons program despite US warnings, a sizable
flow of US aid was terminated. Then, when Pakistan supported US military action in
Afghanistan in 2001, US aid was restored. In 2004, the US launched the Millennium
Challenge Account, which increases US aid, but only to governments with certain
policies, such as rule of law, control of corruption, investment in education, and

sound fiscal management.*

Sometimes aid is given to a country as a preventative measure. In this case, the
country which provides the aid expects that through the aid the recipient country will
refrain from certain actions, sometimes as a result of the aid itself, and sometimes
as a gesture of good will for receiving the aid. In this instance, the country which
provides the aid cannot flex its muscles at the receiving country. Halting aid could
potentially be counterproductive, and the country providing the aid will be more
forgiving of violations or inappropriate behavior of the receiving country. Take
Pakistan, for example, who receives almost three billion dollars in aid from the
US. Many members of Congress are questioning the effectiveness of that aid. The
State Department has emphasized that aid is important and should not be removed.
Removal of aid could lead to terrorist groups obtaining nuclear weapons or political

power in a region that could explode at any moment. Even if the goals of the

37 Cantor, 378
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aid are not being accomplished, they are preventing other events from occurring.*
This holds true for Lebanon, for example: after a cross-border shooting killing an
Israeli soldier, aid to Lebanon was up for debate. Here, too, the State Department
stated the importance of Lebanese aid. These are examples where aid has been
given in the hope that it could possibly affect policy; and despite the violations and
symptoms that indicate that the aid is counterproductive, the US administration is
not removing the aid out of fear that doing so would be more detrimental to US

interests.*!

One of the first examples of US pressure on Israel came during the B’not Yaacov
Water Crisis. In 1953, UNTSO’s Chief of Staff, General Bennike, decided that
Israel had to refrain from any additional activity in the demilitarized zone until it
obtained Syrian consent to the digging of a water diversion canal there. When Israel
refused to comply, President Eisenhower suspended the transfer of $26 million,

carmarked under the Mutual Security Act of 1953 as an economic aid grant.*?

In 1956, Israel’s Sinai campaign threatened US-Israel relations. As a result
of Israel’s refusal to heed American warnings against entering into war, the US
imposed a series of sanctions on Israel. The US suspended ongoing negotiations
over a $75 million loan between the Export Import Bank and the Israeli government,
suspended its Food Surplus Agreement with Israel, and held an economic and
technical assistance program in abeyance.”” When these sanctions did not bear
fruit, the administration threatened that continued Israeli recalcitrance would lead
“to most serious measures such as the termination of all [American] governmental

and private aid, U.N. sanctions, and eventual expulsion from the U.N.”*

At the start of his administration, Richard Nixon felt that it was incumbent upon the

US to save Israel from its own destruction. When Nixon saw fresh signs that Israel

40 Kronstadt, 49-91
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Minister Shiloah on Nov. 8, 1956.
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was developing an atomic bomb and showing little interest in restarting the peace
process, he indefinitely postponed the delivery of F-4 Phantoms that President

Johnson had promised Israel just before he left office.

In the fall of 1969, Israel learned that by year’s end, the State Department intended
to propose a comprehensive settlement that would return all Egyptian territory
conquered in the Six Day War, in exchange for peace talks with Nasser. “You
are in for a hard time,” one White House insider informed Yitzchak Rabin. “The
administration has decided to give in on a total Isracli withdrawal, at least in the
Sinai.” Two months later, the Secretary of State declared that Israel’s relationship
with the US depended on its willingness to accept the territorial concessions outlined

by the state department.®

While Israel has withstood US pressure in the past, Israel has capitulated in the
face of US pressure many times because of its dependence on America. Zbigniew
Brzezinski told Jimmy Carter that without applying pressure on Israel there could
be no chance of a peace agreement between Israel and Egypt, since Israel views
the US as a pipeline of support.*® During shuttle diplomacy, in the face of Israeli
objections to Hafetz Assad’s demands, Kissinger turned to President Nixon for
help. Nixon wrote to Golda Meir and warned her not to let Israeli actions jeopardize
favorable trends in the area. Otherwise, the US, out of friendship for Israel and a
sense of responsibility, would have to reexamine the relationship between the two

countries.’

The US viewed the 1973 Geneva conference as having great significance. The
Israeli government had objections about the USSR being a part of the conference,
as well as objections over Palestinian representation. Nixon wrote a letter to Golda
Meir and concluded in warning that the US would not tolerate Israel’s refusal to
attend the Geneva conference and that he would no longer be able to justify support
for Israel if it did not send its representatives to Geneva.*

45 Little, 104
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During President Gerald Ford’s term, pressure on Israel continued not cease. Israel’s
refusal to relinquish the Gidi and Mitla mountain passes in the Sinai prompted
President Ford to send a letter to Israel threatening a reassessment of American
policy if a second Sinai agreement was not achieved.* President Ford wrote that
he was “disappointed to learn that Israel has not moved as far as it might. The US
would not finance a state of deadlock that would damage its interests. If Israel were

not more flexible, the US would drastically reassess our policy towards Israel.”*°

As Bill Clinton entered his first term as President, it was speculated that Israel might
have to “do more with less.” Israel was going to have to deal with an administration
which intended to spend more domestically and less abroad. Clinton’s view was
that America could not be powerful in the world unless it was strong at home. As
he said in a speech to B’nai B’rith in 1992, “Without a growing economy, without
a strong, stable and secure American middle class, America’s commitment to Israel
will always be under pressure.” A top policy advisor to Jimmy Carter and later aid
to Clinton assessed the impact of Clinton’s spending priorities on Israel. “In the long
term, we are talking about less aid and more trade.” Thus, the aid felt Israel should
learn to wean itself away from $1.2 billion in US nonmilitary assistance, and must
not take for granted the $1.8 billion in military aid. Foreign aid was never popular,
and it constitutes only 0.9 percent of the US federal budget; but analysts believed
at that point that the level of aid would be cut to all recipient countries.’! Senator
Patrick Leahy’s visit to Israel shortly after the election increased those worries of

possible aid cuts.*?

In 1997, Defense Minister, Yitzchak Mordechai stressed to Congressman Sonny
Callahan the importance of keeping the military aid to Israel intact. Meeting with
Callahan, Mordechai spent two hours briefing him on developments in the region

and relaying that Israel appreciates and needs the $1.8 billion annual military aid it
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receives from the US.>

In 2002, the State Department originally proposed $200 million in subsidized US
military sales to Israel. However, after Israel’s armed incursion into Palestinian
controlled territory, the White House budget office deleted the item from the

spending proposal sent to Congress.**

When Israel began to build the security
fence in 2003, reducing loan guarantees was raised among US officials as a way of
penalizing Israel.”® The mere fact that the US Administration chooses not to cut aid

is a telltale sign that the option remains on the table.>

In 2005, under pressure from the Bush administration, Israel agreed to cancel
an arms deal with China. Under the agreement, Israel signed a memorandum of
understanding with the Pentagon that gives US officials discretion over the terms
of future Israeli arms exports. The agreement aimed to resolve a dispute that arose
over Israel’s plans to provide spare parts for a fleet of harpy armed drone aircraft it
sold to China in the 1990s with US approval. The Pentagon ended cooperation with
Israel on at least one joint weapons project and ceased contact with a senior official
in the Israeli Defense Ministry.*’

In 2009, concern was raised within the Defense Ministry that President Barack
Obama would use aid as a way of pressuring Israel to destroy disputed outposts in
Judea and Samaria. A senior Defense official remarked that George Mitchell is a
known opponent of the outposts and settlements and that the US may try to use the
military aid as a way of pressuring the new government into dismantling outposts
and freezing construction in settlements. Defense officials speculated that if the
US decided to cut the funding, it would not say it was doing so due to outposts and

settlements, but would cite the global financial crisis as the reason.™

More worrisome than using aid as leverage in foreign policy is the way that aid has
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penetrated into the policy planning of the Israeli government. This has occurred
in two forms: aid being on the conscious of Israeli policymakers as they go about
policy planning, and seeking US financial aid to assist in executing its policies.
Regarding the first, Israeli policies have been planned with the question of how
the US will respond lingering in the background. Regarding the second, in many
instances the Israeli government has been willing to cede territories or to alter their

policy based on the promise of further cash assistance or military supplies.

In the last twenty years this trend has repeated itself many times. Israel entered
negotiations with Syria about possibly withdrawing from the Golan Heights. Yet, a
withdrawal would only be feasible if the US would finance the necessary precautions
and missile defense systems that Isracl would have to install to compensate for
losing strategic territory. Prior to Israel’s relinquishment of the security zone in
Lebanon, Prime Minister Ehud Barak asked President Clinton for $800 million in
aid to finance the withdrawal. In the Wye agreements, Prime Minister Binyamin
Netanyahu requested $1.2 billion in increased aid for the retreat.”® Before Israel’s
Disengagement from Gaza, it was reported that Ariel Sharon had asked the US for
a $2.2 billion increase to finance the withdrawal. Most recently, it was reported
that should Israel increase its freeze on communities in Judea and Samaria, the US

would give them an extra twenty fighter planes.

This trend is alarming since it is negligent for the political echelon of a country
to make decisions, that otherwise would not be made, in return for the promise of
some extra money. This point is irrelevant of whether ceding territory is positive or
negative for Israel — that is debatable. Yet, aid playing a role in the decision-making
process, tilting the scales to one side or the other, is inimical. This type of behavior
promotes dependence on the US and a flawed decision making process which may

result in subordinating Israel’s strategic interests to perceived US strategic interests.

59 Mark, 2
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Israel, with a GDP ranking among the top 20 OECD countries, is not a poor
country. Thus, it would seem that Israel is a country that does not need special
foreign aid. Despite Israel not being poor, nor large, it receives more than a quarter
of all US foreign aid. This fact is often used to show that US support of Israel
is disproportionate.”® Worse than that is the embarrassing spectacle of Israeli
representatives waiting to plead their case for military aid in front of the Senate
appropriations committee alongside third world countries like Bangladesh, Chad or
Peru.®" This point was further illustrated during a speech given by Yossi Beilin to
the Women’s International Zionist Organization in 1994: “If our economic situation

is better than in many of your countries, how can we go on asking for your charity?”%*

Top Foreign Aid Recipients — 1998
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Top Foreign Aid Recipients — 2008

(appropriations in millions, US$)
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Israel’s dependence on the US is unhealthy to the relationship, since it was created
to be an independent state, not a recipient of welfare. High levels of aid create

justified expectations of reciprocity that cannot and will not always be met.*

Israel must be conscious of losing self respect because of dependence on the
US. If the consequence of increased dependence and continually asking for aid
is diminished self respect and the loss of respect that America feels for Israel —
Jerusalem may eventually also lose Washington’s support. Modern Zionism
criticized the turn of the century yishuv for having accustomed itself to receiving
handouts from wealthy donors. It seems that Israel is manifesting some of the same
symptoms.** An example of this was Ehud Barak’s announcement, amidst the US
financial crisis, that Israel will request another $20 billion in aid over the next few

decades.® His declaration came at a time when the US government was facing a

63 Feldman, 71-72

64 Ibid.

65 Ha'aretz Service and News Agencies, "Isracl may ask US for $20 billion more in security aid,
Barak says"
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shutdown due to Congressional wars over increased budget cuts. Israel has a trend
of asking for aid before any major move in the peace process. This goes against the
rationale of Israel’s establishment - to create an independent Jewish State. It might

also eventually threaten the very foundations of the unwritten alliance with the US.%

While foreign aid might still be necessary at present, the question is, will it ever
become unnecessary. There are those who claim that should there be a peace treaty
or if the economy grows such that Israel can compensate for the loss of three billion
dollars — it will be able to phase out the aid. However, one former government
official was skeptical and said that Israel will never be able to phase out the military
aid.

Israel’s defense needs are increasing and so is its defense budget. While Israel
has signed two peace treaties that would seemingly reduce the defense budget, the
opposite has happened. The threats to Israel are coming from distant countries that
in the past did not have the military capability to attack Israel. In the last decade

these countries have become a clear and present danger.

A former congressional staffer noted that waiting in the hopes that peace treaties or
continued economic growth will be able to compensate for the aid is a problematic
argument. How much growth does Israel need for this to happen? Is the recent
natural gas discovery off the Mediterranean coast not enough? There will always
be other programs that will take a hit if the aid is reduced, whether it is 2012 or
2050. For Israel to boast an economy more successful than many other countries,
and then open its hands for aid, is morally wrong. Furthermore, aid, in general,
reinforces the notion that the Jews can be bought. The fact that Israel has a certain
policy yet is still willing to change it if compensated with fighter planes or given
more aid, portrays Israel as a country without a real policy, and which defies its own

principles. For Israel to sit as an equal with the US, aid must be reduced.®’

66 Feldman, 71-72
67 Interview Jonathan Baron
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In the year 2009, US military aid to Israel stood at $2.4 billion, and in 2010 at
$2.7 billion, providing an estimated 10-12 billion shekels to the Israeli defense
budget, thus freeing up money to be spent in other areas. Of the US aid, 26% is
converted into shekels and used in Israel, while the other 74% is used for purchasing
weapons abroad, mostly in the US. Besides weapons purchases, Israel spends
various amounts on other products in America, such as uniforms or office supplies,
which in turn free up shekels to be spent in Israel on defense equipment. Thus, the
obvious benefit is the cushioning of Israel’s defense budget, which in turn allows
government money to be allocated for other projects. The foreign aid also allows
Israel to manufacture its weapons in the US using the foreign aid money, as long as
more than 50 percent of the costs are spent on a US company.® Israel can also buy
weapons from other countries and produce some of the parts in the US, making the

weapons more affordable.

There is a propensity among Israelis and even Israeli government officials to see US
military aid as a major factor in stabilizing the economy. They claim that without the
aid the Israeli economy would be in jeopardy of collapsing. While these fears may
be somewhat substantiated, we intend to put the situation in proportion and allow the
reader to decide. No doubt that these fears are based, and at some junctures in Israeli
history this aid was necessary. From 1968-1981, Israel’s defense expenditures were
consistently more than 20% of its GDP. In 1973, defense expenditures were close
to 30%, and from 1974-1981 the figure was slightly below 25%. However, since
1996, the defense expenditures have been consistently lower than 10% of the GDP.
From 2006-2009, the defense expenditures as percentage of the GDP went down

from 7.6% to 6.9%,* and according to Israeli sources, in 2009 it was around 6.3%. 7

Israel defense spending as percentage of the central government expenditure has

also been decreasing. Between the years 2006 and 2010, defense spending dropped

68 Interview Shaul Gal
69 World Bank website indicators, Military expenditure % of GDP
70  Ministry of Finance, Israel Budget Branch, 85
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from 17.3% of the central government expenditure to 15.7%. ™

In 1995, Israel’s GDP stood at $93 billion, an almost four-fold increase since 1985.
By the year 2000, the GDP rose to $147 billion, and by 2007 the GDP had more than
doubled its amount since 1995. The GDP for 2008 was $204 billion, with a GDP
per capita of slightly under $28,000. Currently, Israel spends approximately 7% of
its GDP on military expenditures. Thus, while economic recessions have plagued

the world, Israel’s economy has weathered the storm.

There are also downsides to the aid itself. Israel spends 75% of the military aid
on US products. While there is certain technology that can only be bought in the
US, money that could be spent in Israel is being spent overseas. Additionally, this
requires Israel to buy US weapons and closes other weapons markets. For example,
the F16 is not the only plane that satisfies Israel’s needs — Israel could obtain similar
planes from European countries.”” Furthermore, the obligation to spend money on
only American products gives Israel very little leverage in negotiations for those
products. Israel is also not allowed to install some of its own systems on products
that it buys — something not required of other countries. For example, Israel cannot
install its radar system in the F-16 that it buys from America. India, however,

which uses its own money, can install whatever system it chooses.”

Amos Yaron, former Director General of the Ministry of Defense, explained that
American aid harms all Israeli defense sales. Any sale that Israel wishes to make
must receive American approval.” In a conference held at the Begin-Sadat Center,
Tzvi Rafiah, former liaison to the US Congress, mentioned that after the incident in
the year 2000 when the Phalcon sale was cancelled, Israel signed a memorandum
that detailed the necessary procedures that it must take should it wish to sell weapons

to other countries.

Israel was pressured and eventually cancelled a deal to sell the Phalcon AWACS

71  World Bank website indicators Military expenditure % of Central Govt. Expenditure
72 Defense Ministry source

73 Interview Dan Halutz

74 Interview Amos Yaron
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system to China — a sale worth about one billion dollars. Israeli officials were
troubled by the request, fearing that the US was in effect asking for veto power over
Israel’s arm sales. The US presented to Israel a list of 27 “countries of concern,”
including China and India, where Washington would require formal consultations
before Israel can negotiate arms sales, even if the weapons do not incorporate US

technology.”

Israel attempted to sell the Phalcon to South Korea, a joint ally of Israel and the
US, but US pressure prevented the sale.”® In July of 2000, the US demanded that
Israel cancel the sale to India of the “Green Pine” radar system used for warning
against ballistic missile launches. This system is based on technology similar to
the Phalcon airborne radar system, which the US demanded that Israel not sell to
China.”

American aid has hampered Israel’s ability to take care of its defense needs. During
the Yom Kippur War Israel received an ultimatum from the Americans to allow for
non-military equipment to reach the Egyptian third army or else there would be
a crisis in US-Israel relations.”® Moshe Dayan mentioned to Defense Secretary
Schlesinger that Israel is the only country which cannot order directly from plants:
Libya bought directly from French plants and Arab countries can buy weapons
wherever they want. Even if Israel has the money, it cannot buy directly and is
limited by the US administration.” After the Yom Kippur War, rifles were brought
over by boat and not by plane, so as not to give the impression to the Arabs that

weapons were being rushed to Israel.*® Israel protested. Dan Halutz wrote that

75 Orme, “Americans and Israelis spar over sale of radar to China”

76 Conference BESA Center, March 22, 2011
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receiving military aid from America legitimizes aid to Israel’s enemies in the Middle

East, and continually undermines Israel’s military advantage over its neighbors.®!

During the Reagan administration — an unusually friendly one — the US used
weapons sales as a way to prevent Israeli attacks or get concessions. After the
Israeli airstrike on Osiraq, Casper Weinberger initiated a decision to suspend
delivery of four F-16 aircraft.> Following an airstrike on PLO headquarters in
Beirut, the embargo extended to six additional aircraft. Weinberger commented that
“Israel’s future behavior toward Lebanon generally, and the ceasefire particularly,

will largely determine when the ten planes are shipped.”?

We have shown that a variety of pressures are applied to Israel’s policymakers,
some directly connected to the aid, and others indirectly. Israel, for so many years,
has received aid, and to imagine a situation without it is difficult. In its first years
Israel received war reparations from Germany, and when that ceased Israel began
receiving aid from the US. Israel, for almost its entire existence, has been a recipient
of some type of aid.

True, Israel faces enemies like no other country; not to mention that its legitimacy
is still a topic for debate. When thinking strictly in material terms, the aid adds
substantial material value. It helps combat these clear and present dangers by
providing the army with another three billion dollars at its disposal. No one can
doubt the immediate benefits. Furthermore, these instantancous benefits threaten to
handicap policymakers’ judgment as to the side effects that accompany it. Unless
outright disastrous, the small pressures and unpleasantness applied from time to
time will be dismissed as a price worth paying. But at some juncture the negative

effects that supplement the aid begin to raise doubts.

As mentioned, there are cases where specific pressure has been applied — weapons

81 Halutz, 170. This point was also mentioned by Moshe Arens, former Defense Minister, saying
that aid to Egypt causes Israel to have to invest more efforts in neutralizing that threat. Although,
Avraham Ben-Shoshan, former commander of the Navy, said that the Israeli army is not investing
more resources on the Southern border because of American aid to Egypt.

82 Ben Zvi, 1984, 34-5
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withheld; a threat voiced — but it is the intangible adverse effects, such as Israel’s
negative image, the fact that policy is decided with the thought of aid lingering in
the background, the potential for losing US public support, and the aid provided to
enemies, which appeal for a reassessment of this aid. With the peculiar intersection
which Israel has reached — economic recession in America, a flourishing Israeli
economy, turmoil in the Middle East — and the negative effects of the aid continuing

to accumulate, there is a strong case for reassessing the aid.
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Appendix 4 -Israel's Dependence on America

Currently, the state of Israel receives $3 billion in military aid each year. This
figure will peak at $3.15 billion in the next few years.**  Foreign military aid
supports Israel’s military budget and the general government budget by allowing
10-12 billion shekels to be allocated to other programs.

This aid is only part of Israel’s dependence on the US. Israel depends on the US
for military equipment, some of which would be bought in the US regardless of
military aid.® Israel buys airplanes, helicopters, spare parts, special ammunition,
jet fuel, tank engines, and more. Some of these items can only be purchased in the
US due to quality and/or availability. Thus, Israel will need to rely heavily on the
US, even if it is economically independent, since all these purchases still need the

permission of the Pentagon and State Department.3¢

Israel’s reliance on the US also extends to technology and products developed by
R&D funded with US dollars. Israel is not allowed to sell these products to certain
countries and needs permission to sell them to other countries.*”  Currently, the
Arrow missile 1, 2 and 3, David’s Sling and Iron Dome are all being developed in
Israel with US dollars.®

Yet, Israel’s main dependence on the US is in its political support, the value of which
is above and beyond the value of the foreign military aid. When the President of the
US declares that the US is obligated to Israel’s security and that the bond between
Israel and the US is unshakable it sends a clear message to Israel’s enemies that it
views Israel as an asset worth guarding. One clear manifestation of this support is
military aid, as the US is willing to invest $3 billion in one country. Political support
is also important because of the leverage that the US holds over many countries in
the world. Through this political support, new economic markets may be opened to
84  Sharp, 4

85 Interview Amos Yaron, David Ivry

86 Interview Amos Yaron, David Ivry

87 Interview Amos Yaron
88  Sharp, 5-12
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Israel, or Israel may be invited to be part of certain world organizations.

The support translates into the message that should a country attack Israel, it is also
attacking the US.** In 2010, after a cross border attack on Israel’s northern border,
Congress responded by temporarily suspending military aid to Lebanon.”® In the
aftermath of the flotilla incident, President Obama sent a message to the Prime

Minister of Turkey that he must cease his threatening remarks towards Israel.

The political support is also evident at the UN, especially at the Security Council.
The US has invoked its veto power on more than 40 anti-Israel resolutions since
the 1970s. These resolutions had the potential to damage Israel economically
and politically. In the majority of the cases, the US was the only country to vote
against the resolution.”’  Other countries who abstained from voting commented
that the resolutions’ wording or condemnation was not strong enough.”>  Among
these resolutions were: criticism of Israel’s operation in Gaza, criticism of Israeli
violence in Lebanon, calls to freeze settlement building in Judea and Samaria, and
the obligation to accept the fourth Geneva conventions in Judea and Samaria de

jure. US support of Israel has also prevented other resolutions from being raised.”

Stephen Walt, a professor of international relations and co-author of a book on the
Israel lobby, stressed the importance of political support. He stated that should
President Obama need to pressure Israel, he need not engage in a public fight over
military aid. Rather, he could use the “bully pulpit” to express displeasure, maybe
calling the settlements “illegal.” He could take diplomatic steps, such as voting for
a United Nations resolution condemning the 42-year-old occupation, slow down or
trim US purchases of Israeli military products (worth perhaps half a billion dollars a
year), and limit loan guarantees. One advantage of these measures: Congress would

not be involved.**
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It should be noted that few countries have all the resources necessary to provide for
their own material needs. Dependence on other countries exists throughout the world
and should not be viewed as an anomaly for Israecl. However, dependency should
not be enhanced or kept at status quo if unnecessary. Furthermore, dependency
does not prevent a country from making independent decisions in its own interests;

yet increased dependence does indeed handicap.
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Appendix 3 - Linkage:
Impact on US Aid to Israel's Enemies

Since the Camp David agreements in 1979, Israel and Egypt have been receiving
military aid from the US at a ratio of 3:2 — for every dollar that Israel receives,
Egypt receives 2/3 of a dollar. The aid to Egypt presents a threat to Israel as a
result of the Egyptian army’s receiving of advanced military equipment. Joint
cooperation with the US gives Egypt access to the newest technology and allows
their soldiers to be trained in the US. The corollary is the need for Israel to
increase military spending in order to prepare for a better equipped Egyptian
army. In 2010, Matan Vilnai, Deputy Defense Minister, said that Egypt was the
number one threat to Israel. Furthermore, Israel’s military advantage is eroding
due to its enemies receiving equivalent weapons capabilities. This is facilitated
by Israel receiving military aid from the US. Without it, Middle Eastern countries
would probably not receive the same quantity and/or quality of US weapons. If

Israel relinquishes its aid, Egypt will be forced to do the same.

In conversations between Israeli and US government officials, when the topic of
increasing military aid to Israel was brought up, the topic of Egyptian military aid
was also raised, and it was argued that an increase in military aid to Israel should

not lead to an increase in military aid to Egypt.”

Egypt’s defense expenditures are listed at $3 billion. However, ten years ago, an
article was published which proved this number to be nearly impossible.”® The
article showed that a modest calculation of defense spending was closer to $8

billion, and more likely about $14 billion — a worrisome amount.

Some sources in the Defense Ministry deny that Israel spends increased amounts
of money in response to the US aid that Egypt receives. Instead, according to
these sources, the major threat is in the North, and that is where most of the

money is being invested. Another claim voiced is that Egypt is fully dependent

95 Interview David Ivry
96 Pine, “Egypt’s defense expenditures: $2.7 billion or $14 billion?”
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on the US for ammunition, spare parts and the resupplying of their army. Should
the US cease to fund Egypt, their army would be severely paralyzed, and their

ability to use weapons from the US against Israel would be minimal.

Yuval Steinitz, former head of the Defense and Foreign Relations committee,
has been warning of the increasing dangers of continued Egyptian military aid.
He claims that in the mid 90s, as Israel reduced military expenditures, Egypt
sharply increased its military expenditures with additional exercises simulating
war with Israel. In the 1980s Israel was told that it had a cold peace with Egypt,
due to the fact that it is the only country that has diplomatic relations with Israel.
However, since that time, Israel has improved relations with Morocco, Qatar and
other moderate states, and signed a peace agreement with Jordan. Yet, peace
with Egypt grew colder. Egypt has turned a blind eye to weapons smuggling,
and has tacitly and sometimes even overtly supported Hamas. Compare that to
the Jordanian border, where, due to efforts by Jordanian authorities, weapons
smuggling is virtually non-existent. Egypt’s neighbors, Sudan and Libya,”’
barely have an army. With only outdated Soviet MIGs and tanks, they posses no
military threat to Egypt. Since 1996, three years after the Oslo accords, most of
the general military exercises undertaken by the Egyptian army have simulated
war against Israel. In 1996, for the first time, the “Badar exercises,” the largest
exercises of the Egyptian army, were subtitled as simulating war against ““a little
country northeast of Egypt.” There is only one such country on the map. The
indoctrination of new Egyptian officers focuses on preparation for a possible

future war against Israel.”®

In a letter to Sam Gejdenson, a Democratic congressman from Connecticut who
served on the House International Relations Committee from 1981 to 2001,

Steinitz wrote:

The idea of defeating Israel still dominates Egyptian society. Its

state-controlled media churns out terrible anti-Semitic and anti-Israel

97 Especially after Ghaddafi has been overthrown and the country is in turmoil
98 Steinitz, Presentation to JCPA
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incitement. What keeps Egypt’s hostility toward Israel in check is
Israel’s qualitative military advantage. US aid to Egypt undercuts this

advantage.

Egypt has already gained decisive military superiority over all its African
and Arab neighbors. The only reason for Cairo’s continued armament
is to prepare for war with Israel. In 1996, at the height of Israeli-Syrian
tension, President Mubarak said there could be no Israeli-Syrian war
without Egyptian participation and Egypt was not about to join the fray.
On the surface, this sounded reassuring, but there was a double message:
In a future conflict between Israel and some Arab adversary, Egypt may

decide to get involved.

Ten or fifteen years ago, Egypt didn’t talk about war at all. Now it
constantly warns of “the danger” of regional war breaking out. Should
Egypt want to participate in a regional war, it could use the defense of
the Palestinians or Israel’s refusal to sign the Nuclear Non-Proliferation
Treaty as a pretext. What’s more, the “moderate” Mubarak regime could
be toppled and a fundamentalist Islamic Egypt could inherit all of the
military hardware.” US aid would best be directed to the economic
development of Egypt and not squandered on a dangerous arms build-

up.lOO

Furthermore, Steinitz warned of being ignorant to a possible repeat of a situation

similar to Iran. In the 1970s, the US sought to build up Iran as a pro-Western

regional superpower, and after the Islamic revolution, Iran was left with F-14 jet
fighters in its possession. In the 1980s, the US backed Baghdad, thinking Iraq

would act as a buffer state between Iran and the Gulf emirates. We know what

happened next.

Steinitz also warned that Egypt is the leaning stick for Hamas, which has been

99 This exchange of letters was about 10 years before Mubarak’s regime was toppled
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strengthened due to Egypt’s support.!®  All of these problematic aspects of
the Egypt-Israel relationship were voiced well in advance of Mubarak losing
power. For the time being, Egypt is still dealing with domestic politics, yet with
increased anti-Israel rhetoric. There is public debate in Egypt over whether or
not to annul the Camp David accords, Israel is used as a scapegoat for domestic
problems, and anti-Israel factions have taken control of the government. In light
of this, many of the aforementioned possibilities may become a reality. While the
current Egyptian President has publicly said that Egypt will honor international
agreements, recent military incursions in the Sinai — despite being agreed upon
by Israel - and Egypt moving closer to Iran, cast a doubt on the long term effects

of his statement.
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Appendix 6 - Congress and Foreign Policy

“The Congress shares both the power and responsibility of our foreign policy” —

Ronald Reagan
“Foreign Policy must be a shared enterprise” — Henry Kissinger

Israel has a unique base of support in the US. This support, coming from the general
public and US government, is unlike the support received by any other country.
However, in order to maximize the potential value of that support, specifically within
the US government, it is incumbent upon policymakers in Israel to understand the
driving forces behind it, and the power and influence that those supporters possess
in creating and shaping US policy decisions. Historically, Congress has been a true
friend of Israel, in that congressional policies towards Israel have been guided not
only by strategic considerations but by a deep sense of admiration and partnership
with the Jewish State. Throughout Israel’s 62-year existence, the balance of power
between the executive and the legislative branches of the US Government has
shifted, thus the role of Congress in foreign policy may be misunderstood. Today,
in Israel, Congress is not viewed as the power behind the US-Israel relationship;
rather it is viewed as playing a supporting role. This misconception can negatively

impact Israeli foreign policy vis-a-vis the US.

As one expert on Congressional politics noted, “Israel has no bigger friend than
the Congress.” However, the same expert lamented that if Israel better understood
the inner workings of the US government, US-Israel relations could have reached
even greater heights. Israel’s failing to develop a stronger relationship with the
Congress and instead embrace the administration and the State Department — both
of whom have a history of unfriendliness towards Israel — has often led to sub-

optimal results.!®

In the 1870s, Woodrow Wilson, who would serve as US President from 1913-1921,
wrote an article describing Congress as controlling foreign policy, and the executive

branch as having minimal input. While many political scientists both then and

102 Interview Rand Fishbein
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now would disagree, Wilson’s perspective does reflect the fact that Congress was a

significant participant in foreign policy.

In the early years of the US, following the Declaration of Independence, Congress
exercised sole authority on foreign policy in the name of the US.!® Foreign policy
was determined by the legislative branch who gave orders to the different diplomatic
agents. Over time, Congress established the committee for foreign affairs and other

committees to deal with specific foreign policy issues '*

The central government established following the American Revolution under the
Articles of Confederation, lacked sufficient power and authority to cope with the
problems of the day and was doomed to failure. It was as a result of this failure
that the framers of the constitution understood that a new structure was necessary
for the national government. However, while they realized that a government with
too limited power was doomed to fail again, they were apprehensive of creating a
national government with too much power. They utilized a principle which would
allow for a functioning government, but one they hoped would impede a dictator

trying to seize power.'%

The US Constitution is based upon the principle of separation of powers. While
this principle does not appear in the constitution, it is clearly a result of the
structure established therein. The powers of each of the legislative, executive and
judicial branches are set out in different articles of the constitution, which leads to
the understanding that the powers of each branch are limited. Together with the
separation of powers is the interdependency of the three branches. Thus, the writers
of the constitution sought to establish a system of checks and balances to ensure the
political independence of each branch and to prevent the accumulation of power in
a single branch.'® The government they established is a government of separated

institutions sharing powers.'”” For example, while only Congress can pass laws, the

103 Crabb Jr., Antizzo, & Sarieddine, 16
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President may veto these bills, or the courts may declare the laws unconstitutional.
While the President is the commander in chief of the army and navy, Congress must
pass legislation to raise armies, regulate the military and declare war.'”® When
dealing with the US government, the principle of separation of powers must be

recognized to accurately measure the strengths of each of the branches.

Justice Jackson, associate justice on the US Supreme Court, describes the essential
spirit that motivates and informs the US system of government. “While the
Constitution diffuses power the better to secure liberty, it also contemplates that
practice will integrate the dispersed powers into a workable government. It enjoins
upon its branches separateness but interdependence, autonomy but reciprocity.”!%
On the one hand, the US Constitution provides autonomy for each of the branches;

on the other hand, it engenders interdependence.

There is a continuous ‘struggle’ between Congress and the executive concerning the
extent of each branch’s role in foreign affairs. The primary question is whether the
President is the initiator of Foreign Policy and Congress acquiesces or implements

it, or if they are equals in the playing field of foreign policy.

Legislative powers in foreign affairs are delineated in Article 1 Section 8 of the

Constitution:

The Congress shall have Power To [...] pay the Debts and provide for the
common Defense and general Welfare of the United States [...] borrow
Money on the credit of the United States; To regulate Commerce with
foreign Nations, and among the several States, and with the Indian Tribes
[...] To define and punish Piracies and Felonies committed on the high
Seas, and Offences against the Law of Nations; To declare War, [...] and
make Rules concerning Captures on Land and Water; To raise and support
Armies, but no Appropriation of Money to that Use shall be for a longer
Term than two Years; [...] To provide for calling forth the Militia to execute

the Laws of the Union, suppress Insurrections and repel Invasions [...].

108 Epstein, & Walker, 53
109 Youngstown co. v. Sawyer, 343, US 579, 635, (1952) , taken from Fisher, 1998
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The President’s power in foreign policy has been delineated through various cases
adjudicated by the Supreme Court. In the Curtiss-Wright case, President Roosevelt
issued a proclamation prohibiting arms sales to countries in the Chaco conflict
in South America. Congress authorized the proclamation in a joint session, but
revoked it in 1935. The Wright Export Corporation continued to sell arms to
Bolivia. The US Attorney General filed suit against the Wright Corporation to force
it to comply with the embargo. The Wright Corporation argued that Congress had
acted unconstitutionally in delegating its powers to the Executive Branch. Justice
Sutherland wrote:

The powers to declare and wage war, to conclude peace, to make treaties,
to maintain diplomatic relations with other sovereignties, if they had never
been mentioned in the constitution, would have vested in the Federal
Government as necessary concomitants of nationality [...]. It is important
to bear in mind that we are here dealing not alone with an authority vested in
the President by an exertion of legislative power, but with such an authority
plus the very delicate, plenary, and exclusive power of the President as sole
organ of the Federal Government in the field of international relations — a

power which does not require as a basis for its exercise an act of Congress. '

The Curtiss-Wright decision granted the President much latitude in Foreign
Affairs. Moreover, the decision supported an understanding that the executive has
foreign autonomy powers even absent any delegation from Congress.""!  While
Justice Sutherland seemed to minimize grants of foreign powers to Congress, it
is important to note that the Wright case came at a time when the President was
acting in harmony with Congressional policy.!"> The language of the proclamation
read, “Now, therefore, I, Franklin D. Roosevelt, President of the United States of
America, acting under and by virtue of the authority conferred in me by the said

joint resolution of Congress...” The proclamation does not assert any inherent,

110 Schultz, Vile & Deardorff, 528
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independent, or exclusive presidential power.'®  Thus, the language of Justice

Sutherland should be read accordingly.

Justice Robert Jackson’s opinion in the case of Youngstown v. Sawyer (Steel Seizure
Case) presents a different model of power in foreign affairs. Under the threat of
an impending strike from steelworkers stemming from a refusal to raise wages,
President Truman, worried that a strike could potentially impede the war effort in
Korea, ordered that a factory be seized by the Federal Government. Justice Jackson
suggests that Presidential power is greatest when Congress authorizes action and is
least when Congress withholds power. In the latter instance the President is disabled

from acting, unless the Constitution accords the President exclusive control.!*

In 1981, the Circuit Court of Washington warned against understanding the Curtiss-
Wright case as a “blanket endorsement of plenary Presidential power over any
matter extending beyond the borders of this country.” Furthermore, the phrase used
by Justice Sutherland, “sole organ,” was taken out of context from a speech that
John Marshall delivered in the House of Representatives that used the phrase to
explain that the President was carrying out his executive duties according to the

treaty and defended John Adams in carrying out the treaty with England.'"

By using the term “sole organ”, Marshall’s objective was to defend the authority
of President Adams to carry out an extradition treaty. The President was not the
“sole organ” in formulating the treaty, rather the “sole organ” in implementing it.
This is in accordance with Article II of the Constitution which specifies that it is the
President's duty to “take care that the laws be faithfully executed,” and in Article IV,

that all treaties made “shall be the supreme law of the land.”!'®

The framers of the Constitution did not intend for the executive branch to have sole
powers even in foreign affairs. In the Federalist Papers, James Madison emphasizes

that “in republican government the legislative authority, necessarily predominates.”

113 Fisher, 20006, 13, see footnote 100 for original source of the quote
114 Redlich, Attanasio, & Goldstein, 250
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Alexander Hamilton, who was a proponent of executive authority, wrote these

words of caution in Federalist No. 75, regarding foreign policy:

The history of human conduct does not warrant that exalted opinion of
human virtue which would make it wise in a nation to commit interests of
so delicate and momentous a kind as those which concern its intercourse
with the rest of the world to the sole disposal of a magistrate, created and

circumstanced, as would be a president of the United States.!!”

Thus, Congress, the legislative branch, must be appreciated as a potential equal
to the President in regards to foreign policy. The wording "a potential equal"” is
used, and not "partner," because unless Congress has reason to oppose the President
on foreign policy it will most likely defer. Aside from the constitution granting
Congress equal power, in theory, in matters of foreign policy, it has many practical

tools at its disposal to apply pressure on the executive branch when necessary.

The power of the purse allows Congress to influence processes in foreign policy
which require funding. While reprogramming and transfers are techniques intended
to allow the executive branch to shift funds, within prescribed limits, to purposes
different from those proposed in the original budget presentations to Congress, these
processes, once easily accomplished, now require not only notifying Congress but
also Congressional approval. The strength of Congress is evident by the fact that
the executive branch’s usual response to Congressional opposition is to repackage

the request or to drop it.''®

Congress also uses earmarks, not legally binding but politically binding, which
specify that specific dollar amounts be spent for specific purposes. Other
Congressional funding tools include ceilings, which set the maximum amount that
can be spent for a particular purpose; floors, which require at least a certain amount

of money be spent;'"” and prohibitions, which withhold funds, either conditionally

117 Fisher, 2006, 5
118 Bacchus, 159-161
119 Ibid., 164
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or unconditionally.'® Additionally, quid pro quos generally involve actions that the
executive needs from Congress and for which a price is exacted. For example, the
Senate can use its confirmation power of Presidential appointees to exact concessions
on other issues from the President. Conditional funding and contingency funding
allow Congress to impose conditions before appropriated funds are released or
to impose conditions on funding in anticipation of problems that may arise in the

121

future.””! These are nuisance types of amendments whose purpose is more to get

the attention of the executive branch than to threaten or implement concrete action.'*

The division of power between the two branches places a heavy premium on
consultation, coordination and cooperation between them.!'”* The idea of checks
and balances is not only a privilege, but rather a mandate for each branch to keep a
constant check on the others to make sure that the constitution is being adhered to.
Justices Jackson and Frankfurter warned against Congressional inaction or passivity
towards the executive branch. Such practice invites the executive to extend the

boundaries of its power and puts a strain on the constitutionally mandated balance.

Congress has demonstrated its power in foreign affairs with Israel on many
instances in the past and continues to do so. While many issues reach deadlock in
the Congress, issues regarding Isracl may be one of the few places where there is a
general consensus of support.’**  Evidence of this broad-based bipartisan support
is seen each year, as US aid to Israel is always passed with overwhelming support.
Between 1970 and 1977, Congress increased aid to Israel by $703.5 million above
what the president had requested. These requests were even more impressive in
light of the unpopularity of foreign aid in Congress and the propensity to cut, rather
than increase aid to specific countries, as evidenced by Congress cutting foreign aid

to other countries by 23.5 percent during the same time period.

Congress frequently mandated that loans to Israel be offered on lenient terms with

120 Ibid., 167
121 Ibid., 170
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extended repayment options and even waived repayment on several debts incurred
by Israel during this period. In 1974, Congress provided $133 million for the
Department of Defense to relieve Israel of a special debt incurred as a result of the

American re-supply of weapons to Israel during the October 1973 war.

Congress has provided increased aid to Israel even against the administration’s
wishes. Congress allocated $50 million in security supporting assistance to Israel
in the 1972 foreign aid bill despite a threat by John Hannah, Administrator of the
Agency for International Development, to impound the funds. Congress appropriated
$275 million in unrequested funds for the “transitional quarter” between fiscal years
1976-77. Although the President openly threatened to veto the appropriations,

Congress insisted that its appropriations were necessary for Israel’s defense.!?

In addition, Congress has independently initiated various foreign aid programs. In
1969, it appropriated $20 million for the purpose of constructing a nuclear power
plant and a desalinization plant in Israel. In fiscal years 1970 and 1971, Congress
approved several small grants for American schools and hospitals in Israel. From
1973-77, Congress provided a total of $141.5 million in unrequested funds to settle
Soviet Jewish refugees in Israel. Congress has also earmarked funds for Israel to
emphasize its support for Israel, and has required the President to forgive loans to
Israel while earmarking them for repayment, thus preventing the executive branch

from using the loan forgiveness as a bargaining chip with Israel.'*

Congress has also initiated legislation to defend Israel. The Foreign Assistance
Act of 1961 includes several examples of Congressional restrictions on American
foreign assistance designed to prevent aid that might be harmful to Israel. In 1974,
in response to concern over growing weapons sales to countries that could harm
Israel and jeopardize Israel’s ability to defend itself, Congress approved a Foreign
Assistance Act amendment granting it veto power over government-to-government
sales of defense equipment of over $25 million. This provision was strengthened in

1976 by extending this veto right to “major defense equipment...in the amount of

125 Fueurwerger, 29-31
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over $7 million.” Additionally, Congress lengthened the period for consideration
of a resolution of disapproval to 30 calendar days and utilized this tool to challenge

proposed arms sales to certain Arab countries.'?’

Congress used legislative measures to insure that arms sales to Israel would not
be delayed, and legislated that the President be allowed to provide Israel with
unlimited quantities of aircraft and related weaponry by credit sale. Congress
further expressed its support by showing its opposition to the Arab boycott of Israel.
In 1976, Congress approved a bill sponsored by Senator Abraham Ribicoft denying
certain tax benefits to American corporations participating in or cooperating with

international boycotts.'?®

On numerous occasions Congress has sent letters to the
President reaffirming the members' support for Israel, expressing their willingness
to provide the aid necessary for Israel, as well as passing resolutions asserting their

solidarity with Israel.!?

In contrast to their support for Israel, in cases of crises with other countries, Congress
has demonstrated irreconcilability and firmness in order to influence a reluctant or
hesitant administration to adopt more coercive and punitive measures.'®®  Yet it
was Congress who would not tolerate harsh measures taken against Israel. After
President Ford announced his reassessment policy, 76 senators signed a letter to the
President suggesting that he should be responsive to Israel's security and economic

needs and urging him to make it clear that the US stands with Israel.!*!

After the Gulf War, when Israel’s relevance as an ally was being debated, it was
Senator Arlen Specter who proclaimed that the US-Israel relationship is mutually
beneficial. Furthermore, he mentioned that joint projects need to be initiated

between the countries and offered a formula:
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To strengthen this alliance, I am proposing that the US Congress create
an ad hoc US-Israel Strategic Cooperation Advisory Committee. Such a
committee would institutionalize strategic cooperation and serve as a forum
that can readily provide information to both the executive and legislative
branches about US-Israel relations. It would also serve to propose
specific cooperative military arrangements in the areas of prepositioning,
intelligence exchanges, joint weapons and development projects, joint

training exercises, upgrading weapon systems and many others.'*?

This suggestion was actualized by Specter and other Senators who created a caucus

to protect US-Israel military links.'*

In May 1998, it was reported that President Clinton had issued an ultimatum to Prime
Minister Netanyahu to compromise by ceding certain territories to the Palestinians.
Congress responded with a letter signed by 220 Congressman saying that forcing
Israel to swallow US initiatives would be counterproductive. Newt Gingrich,
Speaker of the House, condemned the behavior of the White House. Bill Paxon,
Rep. from New York, called the administration's initiative “absolutely outrageous...

nothing short of extortion when it comes to trying to force the hand of Israel.”!3

Later that month, an eight member bipartisan congressional delegation arrived in
Israel to further express its support for Israel. The group reiterated that regarding
the peace process Congress is on Israel’s side, “come what may.” Rep. Benjamin
Gilman (R-N.Y.), Chairman of the House International Relations Committee and
leading his own delegation in Israel simultaneously, remarked that no matter what
pressures the administration applies to Netanyahu, the Israeli leader is on firm
ground with Congress. “We're here to demonstrate on both sides of the aisle our
strong support for the State of Israel... And Mr. Prime Minister, we want you to
know that despite all your trials and tribulations, both internally and externally, you
have many good friends in the Congress.”** This message was at odds with the
132 Specter, “Time to fortify US-Israel ties”
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administration's strategy to pressure Netanyahu into making concessions.

This unwavering Congressional support was further expressed by Senator Joe
Lieberman when reports arose that the US might try to pressure Israel concerning
loan guarantees. While in Israel, Lieberman said, “Any attempt to pressure Israel,
to force Israel to the negotiating table by denying Israel support will not pass the
Congress of the United States.”!3¢

While Congress has always been a major supporter of Israel, there are still those

who view Congress’s role as secondary in Middle East policy.

US Middle East policy is not made by Congress. It is formulated by the
President... Through Congress, the lobby'*’ can set parameters within
which the President can operate, but decisions affecting peace and security
are in the hands of the person in the Oval Office. And how does the
President determine policy toward Israel? It is based in large measure on
ideology.'

This view has been echoed by other Congressional experts, who claim that the US-
Israel relationship starts with the policy of the President. Congress can assist when

there are roadblocks, yet without the President there is no friendship.!*

Israel and its supporters are aware that Congress plays arole in lawmaking. However,
the potential for broadening joint US-Israel programs and joint cooperation between
the US and Israel has not been utilized. In fact, key Congressmen in appropriations
committees would welcome increased cooperation with Israel, yet this will not
occur if Israel does not tap this resource. Empirical data shows that the executive
branch is the guiding force behind the US-Israel relationship, yet this is due in part
to Israeli reluctance or lack of knowledge as to the uncovered potential that rests
within the Congress.'*

136 Lyons, “Israel hits back at US loans threat”
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Appendix 7- US State Department and Israel

The State Department, for the majority of Israel’s existence, has not been friendly
to Israel. Before examining its policies towards Israel, however, it is reasonable
to assume that the State Department should not be very friendly to Israel. The
State Department is responsible for the foreign affairs of the US. The United
States conducts affairs with more than 20 Arab countries, which means there are 20
embassies, with tens if not hundreds of employees in each of these countries. This
also translates into 20 desks at the State Department. These 20 different embassies
attempt to conduct amicable relations with Arab countries, as the job of the embassy
is to advance relationships between America and that country. Hence, there are
more than 20 US embassies in Arab countries which constantly hear from their host
countries how American support for Israel is hindering America's relationship with
the Arab countries. The US has one embassy in Israel, and one Israel desk at the

State Department. Thus, Israel is outnumbered 20 to one.

The State Department's approach is to get along with as many countries as possible.
The way for an agent to move forward in the Foreign Service is to show that he has
access to high ranking officials in the country where he is serving. Therefore, every
diplomat tries to be on as best terms as possible with his host country. An agent will
not readily tell a foreign government that the US is disappointed with its behavior
for fear of losing access to the high ranking government officials in that country,
and damages his chances of promotion. A direct outcome of this approach is the
manner in which the State Department views Israel, in light of the fact that there are

many more Arab states.'!!

After the Holocaust, Harry Truman encouraged the British to rescind the White
Paper and permit 100,000 Jews being housed in Nazi concentration camps to
immigrate to Israel. US State Department officials urged Truman to be careful in
promoting immigration or being supportive of the Jewish quest for a State. “The

question of Palestine,” Secretary of State Edward Stettinius warned, was “a highly

141 Interview Morris Amitai
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complex one and involves questions which go far beyond the plights of the Jews

in Europe.”'*

From the outset of Israel’s existence, the State Department was
opposed to the establishment of Israel, and advised Harry Truman to refrain from
recognizing the new State. Secretary of Defense Forrestal claimed that America
could not supply Israel with soldiers, and John Marshall complained that the Arabs
would turn to the Soviets.'*® The application of pressure continued as Secretary of
State Dulles told Israel to relinquish parts of the Negev so that a bridge from Jordan
to Egypt could be built.'"** Abba Eban, in analyzing the Eisenhower’s approach to

the Middle East conundrum, states:

Israel could no longer count on the US for the protection of its interests
because America was resolved, chiefly for Cold War reasons, to make a
very strong bid for Arab support... The first two or three years of Dulles's
tenure were very unhappy years... [T]he speech that Dulles made upon
returning from the ME (June 1)... did enunciate the view that the basis
for Arab alienation with the West was the existence of Israel, and that the
Arabs had to be reassured or compensated, as it were, for the existence of

Israel.'#

This outlook is one which evidently still permeates State Department policy to this
day. In a speech given a few years ago, a Washington expert said, “When was
the last time the State Department ever forcefully advocated for an Israeli position
against an Arab position? Certainly not in my lifetime, and I've been tracking these

issues for nearly 30 years.”!

The State Department, since Israel’s creation, has been looking to atone for this
original sin. In an insightful press conference in October, 2010, State Department
spokesman P.J. Crowley was hard pressed to admit that Israel is a Jewish State.

Searching for words, stuttering and stumbling, he admitted that the US recognizes
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that Israel is, “as Israel says itself — is a Jewish state.”'¥” However, the roots of
his confusion can be traced back to 1953 in a speech given by Henry A. Byroade,
Assistant Secretary of State in charge of the Near East, South Asia and African desks
at the State Department. In front of the Dayton World Affairs Council, he said, “To
the Israelis I say that you should come to truly look upon yourselves as a Middle
Eastern state and see your own future in that context rather than as a headquarters,
or nucleus so to speak, of a world-wide grouping of peoples of a particular religious
faith who must have special rights within and obligations to the Israeli state.”'*®

The State Department has long advocated an “even handed” approach to the Arab-
Israeli conflict. In essence, this means adopting a posture which has been neither
overtly pro-Arab nor openly pro-Israeli. With respect to arms deliveries to Israel,
the even handed approach has urged restraint; and regarding territorial withdrawal,
it favored a clear statement opposing Israeli acquisition of territory from the
1967 war.'¥ However, an "even handed" approach in the Middle East conflict
is unfeasible: Israel is surrounded by many Arab countries wishing that it would
cease to exist. There are 22 Arab countries and just one Israel. Advocating an even
handed policy toward Israel and each of the Arab states is tantamount to destroying
Israel, and thus uneven. Yet, a policy of helping Israel combat all its neighbors is

also not even handed, which is correctly noted by Arab countries.

Although Israel is the only real democracy in the Middle East, the State Department
has continuously criticized Israel for human rights and religious violations. While
there is room for discussion on this issue, it is farfetched to put Israel in the same
category as Afghanistan, China, Iran and Sudan.'>°

There are regular denunciations of Israel by the State Department for its use of
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preemptive force to stop imminent attacks on its population. Yet, the doctrine
of preemption is what now guides the US military in the war on terrorism.”' A
report released by the State Department in 2009 claimed that Israel discriminates
against Muslims, Reform Jews, Christians, women and Bedouins; a sharp criticism
of the only real Democracy in the Middle East.'”* Although there have been many
complaints from Egyptian human rights groups about their government's policies,
it was congressional pressure that caused the State Department to criticize Egypt’s
cancellation of a human rights conference. According to congressional sources, this
was the first time that the Obama Administration had used language such as “we are

concerned” and “we urge” towards Egypt.'*?

Over the years, the policy and strategy of the State Department has been to apply
pressure to gain concessions from Israel. This strategy was explained by President
Ford to Defense Minister Moshe Dayan. Ford said that American help to Israel was
an investment in peace and not war: The Americans were giving Israel help on the
assumption that Isracl would do everything possible to make peace.'™ Zbigniew
Brzezinski writes that in preparation for a meeting with Menachem Begin and Anwar
Sadat, the US had to be prepared to use the ultimate form of pressure: stating that the

refusal to accede to the US's proposal would jeopardize the US-Israel relationship.'>

Aid to Israel has been viewed by the State Department with caution. It has been
looked at as a policy investment where revenues are to be reaped through Israeli
adherence to American plans. Outlook on foreign aid can be summed up through
a statement made by James Baker to the Senate Foreign Affairs Committee where
he said that aid to Israel is not unconditional.”*® Those remarks paint US aid as
a goodwill gesture or a plan in which reciprocity is expected. Israel accepts this

stereotype, which is reinforced by statements of the President, such as: “we view
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the aid as important to Israel’s security." This statement, heartwarming as it is to
friends of Israel, contains the hidden message that the US is essentially doing Israel

a favor. '’

This idea was expressed in even more blatant terms by Casper Weinberger. In
response to the annexation of the Golan Heights, Weinberger demanded, “How long
do we have to go on bribing Israel? If there is no real cost to the Israelis, we’ll
never be able to stop their actions.”’*® The idea of bribing Isracl was expressed in
a calmer statement by Henry Kissinger. When talking about Israeli Prime Minister
Yitzchak Rabin, he said, “I ask Rabin to make concessions, and he says he can’t
because Israel is weak. So I give him more arms, and he says he doesn’t need to

make concessions because Israel is strong.”!>
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Appendix 8 - US Financial Crisis

Section 505c¢ of the Foreign Assistance Act (FAA) states:

The President shall regularly reduce and, with such deliberate speed as
orderly procedure and other relevant considerations, including prior
commitments, will permit, shall terminate all further grants of military
equipment and supplies to any country having sufficient wealth to enable
it, in the judgment of the President, to maintain and equip its own military

forces at adequate strength, without undue burden to its economy.

The purpose of foreign assistance is to strengthen countries which America deems
to be an ally, whether financially or militarily, until that country is self-sufficient.
Foreign assistance was never meant to be a vehicle by which America would become

attached to any specific country, regardless of its affinity.

As previously noted, Israel’s dependence on the US spans many areas. While
the relationship, for the time being, is grounded, the international spectrum is
dynamic, bringing about many unexpected possibilities that can alter the nature of
the relationship. Shimon Peres, in memoirs written 40 years ago, reflected on the

strategic needs of Israel, which continue to be relevant to this day.

The interests of Israel demand — as they always have and always will — that
she not be dependent on a single source of arms supply, for she may find
herself the victim of a change in attitude by the supplying country. Such
change may occur without any special action on Israel's part. It may be —
and most often is — motivated by extraneous factors, notably by changes in
relationships with other countries and not necessarily with other countries
in the Middle East. The birth of new international relationships, unlike
that of humans, cannot always be anticipated; nor is the gestation always
apparent. Their death, similarly, is not always, if ever, a function of age or
accident. A small State, much affected by international political changes,
must therefore always preserve its power of initiative, seek alternative forms

of insurance, follow a pluralistic policy in its international associations...
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Shifts in America's arms policy towards Israel followed major changes not
only in the situation in the Middle East but also in the world... An important
factor, too, was the growing awareness in the US of the independence
minded qualities of Israel. She had shown that she was able to stand up for
herself, and even to withstand Soviet pressures. These qualities, of course,
sprang from sources that were wholly Israeli. But Israel's determination
not to become a victim of Soviet penetration — nor indeed to become a

puppet — was nonetheless congruent with wider American interests.'®

Citizens of the US have witnessed massive cuts to services traditionally offered by
state and local governments that have hit everything from library hours and public
parks to public safety, education, and in-home care for the elderly and sick.!®" Forty
four states and the District of Columbia faced budget shortfalls for the year 2012,
totaling $112 billion, which began in July, 2011. States will continue to struggle
to find the revenue needed to support critical public services for a number of years,

threatening hundreds of thousands of jobs.

To balance their 2011 budgets, states had to address fiscal year 2011 gaps totaling
$125 billion, or 19 percent of budgets in 46 states. The fact that the gaps have been
filled and budgets are balanced is not the end of the story. Families that were hit
hard by the recession will experience the loss of vital services throughout the year,

and the negative impact on the economy will continue.'®

Federal aid to states provided in the February 2009 American Recovery and
Reinvestment Act, and to a smaller degree in the August 2010 jobs bill, has
decreased state cuts in services and tax increases. But the aid was mostly gone
by the end of the 2011 fiscal year. About $60 billion remained to help with 2011
fiscal problems, and by 2012 only $6 billion remained.'®® Unemployment, which
peaked after the last recession at 6.3 percent, is lingering around 9 percent, and
many economists expect it to remain at high levels throughout 2011 and beyond.
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Continued high unemployment will keep state income tax receipts at low levels and
increase demand for Medicaid and other essential services that states provide. High
unemployment and economic uncertainty, combined with households’ diminished
wealth due to fallen property values, will continue to depress consumption; thus,
sales tax receipts will also remain low. These factors suggest that state budget gaps

will continue to be significantly larger than in the last recession, and last longer.'*

California’s woes are at the top of the list. While only recently passing a budget
that would work to close the $19 billion deficit, the state finds itself in a $6 billion
shortfall of the $126 billion budget. In commenting on budget cuts, the Governor’s
chief of staff said, “There is no more easy stuff to cut; we are cutting into bone now.”
Experts have noted that California usually bounces back from economic recession,
but in the current one, that expectation is nonexistent.'®> With budget shortfalls,
the California Legislature reduced CalWORKSs funding, a temporary financial
assistance program for struggling families, by nearly $940 million in 2011-12, a
cut of approximately 16 percent compared to typical annual funding. CalWORKSs
welfare-to-work program provides cash assistance, employment services, and child
care for 1.5 million low-income Californians, more than three-quarters of whom are

children.'®®

Budget deficits, while noticeable in California, are not limited to that state. They
have also affected states like New Jersey and Illinois which faced double digit
deficits reaching billions of dollars. These budget problems, including the federal
deficit, will require the US to change course in order to solve the problem. Three
billion dollars is not a lot of money when looking from a vantage point of deficits
above five trillion dollars. However, to the taxpayer who sees his state with a deficit

of fifteen to twenty billion dollars, that three billion dollars can go a long way.'¢’

There are many who believe that foreign military aid is secure; the US will not
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touch it because it would hurt Israel’s security. As such, the current situation is
stable and there is no reason to interfere. Those who propound this outlook have a
firm basis. However, the international arena is dynamic and unpredictable. Factors
that are not connected to a certain country can have an effect on the relationship

between those two countries.

The speaker of the House of Representatives, John Boehner, has stated that he looks
to cut spending, and one of the first places will be Committee budgets. This is
a prime example of how domestic conditions, irrelevant of international factors,
might cause the US to cut spending on programs in a specific country. While
America is no longer an isolationist country, in the end, domestic needs will always
take precedence over foreign policy considerations. Therefore, it is incumbent
upon Israel to be on the initiating end of foreign policy. To take examples from its
past, France in 1967, and Turkey more recently, it is clear that relations with other

countries, no matter how stable they may be, can change in a heartbeat.

The US Federal budget is looking to minimize a deficit of about $1.5 trillion, and
a federal debt of more than $14 trillion. At the time of this paper’s publication,
Congress and the Administration are engaged in a budget war. Republicans are
looking to cut $100 billion from the deficit, while President Obama has said that
cuts of that nature will hurt economic growth and cut vital programs. Democrats,
who control the Senate, are less fervent than their Republican counterparts on cuts,

yet they also agree that widespread cuts are necessary.'*®

In 2011, Representative Ted Poe of Texas, suggested that the US reexamine the
foreign aid bill. The US is distributing aid to about 150 countries worldwide.
While he supports giving aid to Israel, there are other countries like Venezuela,
Egypt, Cuba, Russia and China who are not friends of the US, and yet receive aid.
However, because of the current structure of the foreign aid bill, the entire bill is
included in one vote. A Congressman who supports Israel must also support all the

other countries receiving aid.

168 Reuters, “Congress aims to finish 2011 spending plan”, Herszenhorn, “$32 billion in budget
cuts proposed”,
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Ron Paul has sent a letter to colleagues in Congress proposing cutting foreign aid to
Middle Eastern countries, such as Jordan, Egypt, Israel and Pakistan. He explained,
“We should seek friendly relations and trade overseas, but we cannot justify lavish
gifts to foreign leaders when American taxpayers are increasingly feeling the pain

of our economic crisis.”'®

This is not the first time he has proposed cutting off aid to Middle Eastern
countries,'”® but this time there is a possibility that this amendment might be voted
on in the House. The current speaker of the House, John Boehner, has said that
all amendments to existing spending will be brought to the House floor for debate.
Representatives friendly to Israel will defend foreign aid and it is unlikely that it will
pass; nonetheless, it will be unpleasant for them at a time when their constituents
are being harmed by the current economic crisis. These are examples of a rising
tide in Congress that is willing to question budget spending which in past years has

been a given.

169 Rogin, “Ron Paul seeks vote to end foreign aid to Egypt, Israel, Jordan and Pakistan”
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There are many ways to move monetary value from one location to another. If
one would like to give a friend $100, it may be accomplished through one of many
actions. The simplest form is for person A to hand a $100 bill to person B. Another
possibility might be to give person B a stock or bond that will eventually mature to
$100. A third way could be for person A to give person B $100 worth of time. A
fourth way could be to set up a joint business in which there will be at least $100
of profits if not more. The point being, that money value can be transferred in a
variety of ways, and is not limited to the simplest form of transferring cash from

one location to another.

At times the medium used for a process causes negative side effects. Though
sometimes the process itself may be healthy, the medium used to expedite the
process causes damage to the action itself. Must the United States only grant Israel
assistance through the State Department foreign aid budget? Would it not be wiser
for Israel to have this assistance passed through a different conduit? Maybe it would
be smarter to completely phase out military aid, similar to economic aid. In order to
address these questions properly a more fundamental question must be addressed:

What is the current nature of the US-Israel relationship?

As previously mentioned,'”! Israel is dependent on America for supplies and
support in quite a few categories. Yet, does the relationship end there, with Israel
being dependent and America giving to Israel with a free hand? If this is the case,
then it is quite possible that the appropriate channel is the foreign aid budget, which
is essentially charity. But if that is not the nature of the relationship, perhaps Israeli

military aid should be given through a different medium.

We have already mentioned the ways that America supports Isracl. Now let us try

to determine whether the relationship is totally one sided. George Schulz once said:

The Foreign Affairs Budget helps us defend ourselves and to work with

our allies in doing so. We have to do that on a global basis because we

171 See Appendix 4
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have a global threat. That means we work with allies all over the world in

this effort to enhance our own security as well as theirs.'”

Schulz’s predecessor, Alexander Haig, who was also Supreme Commander of
NATO, remarked about Israel:

The largest, most battle-tested and cost-effective US aircraft carrier, which
does not require a single US personnel, cannot be sunk and is located at a

most critical area for US national security interests.'”

Two secretaries of state, commented publicly that the nature of the relationship
is closer to burden-sharing than to donor-recipient. Israel can perform actions
that America needs in an expeditious manner. In an article written recently, Steve
Rothman, Rep. from New Jersey, commented on America’s benefits from research

cooperation with Israel in developing the Arrow 3 missile and David’s Sling project.

These two technologies build on the already successful Arrow 2, jointly
developed by our two countries, which is already providing missile
defense security to Israel and US civilians and ground troops throughout
the region. The knowledge the US gains from these efforts also has a
positive multiplier effect on applications to other US military and non-

military uses and US jobs.!™
He further commented on the importance of Israel’s location to the US:

With access to the Red Sea and other vital international shipping and
military lanes of commerce and traffic, it is critically important to the US
that Israel continues to serve as a port of call for our troops, ships, aircraft

and intelligence operations.'”

Regarding intelligence cooperation, George Keegan, a retired US Air Force

intelligence chief, disclosed in 1986 that he could not have obtained the same

172 Interview Amos Rubin. The quote is from a press conference with George Schultz in 1987.
173 Ettinger, “A two way street”

174 Rothman, “Israel aid pays US dividends that exceed cost”

175 Tbid.
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intelligence that he received from Israel if he had “five CIAs.” During his interview,
at which time the Cold War was still raging, he added, “The ability of the US Air
Force in particular, and the Army in general, to defend whatever position it has
in NATO owes more to the Israeli intelligence input than it does to any single
source of intelligence.”'’®  In addition, Sen. Daniel Inouye highlighted that
“Israel's contribution to US military intelligence is greater than all NATO countries

combined.”"”” These comments were seconded by Steve Rothman:

America’s special relationship with Israel provides the US with real-time,
minute-to-minute access to one of the best intelligence services in the
world: Israel’s. With Israeli agents gathering intelligence and taking action
throughout the Middle East and, literally, around the world, regarding
al- Qaeda, Hezbollah, Iran and Hamas, among others, the US receives
invaluable information about anti-US and terrorist organizations and

regimes.!'”

During his AIPAC speech, Netanyahu disclosed: “Israel shares with America
everything” that it knows about their common enemies, especially intelligence.!”
These comments were reiterated by Dan Halutz who remarked that he could not

remember a time when Israel withheld intelligence that could help America.'®

At a conference in Washington DC, former National Security Advisor, General Jim

Jones commented:

I can also say from long experience that our security relationship with Israel
is important for America. Our military benefits from Israeli innovations in
technology, from shared intelligence, from exercises that help our readiness
and joint training that enhances our capabilities and from lessons learned
in Israel’s own battles against terrorism and asymmetric threats. '8!

176 Gold, “Israel is no burden”
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During testimony before the House Armed Services Committee in 2007, USEUCOM
commander General Bantz J. Craddock stated that Israel was America's “closest ally”

in the Middle East and that it “consistently and directly” supported US interests. '%*

Finally, Rothman, who sits on the House Committees for US Military and Foreign
Aid, concludes that “Americans can take pride in the return on our investment in
aid to Israel... The US is safer and made more secure because of the mutually

dependent and beneficial relationship between the US and Israel.”!®3

The aforementioned are a few of many remarks which illustrate that the US-Israel
relationship is not one sided, but rather mutually beneficial. Many of the above
statements reflect advantages that are intangible and may not always be measured.
This fact allows for anti-Israel rhetoric by repeating incessantly that Israel is the
largest receiver of American foreign aid and a burden to the US. These critical
comments, many as they may be, have not once succeeded in causing a revolution in
US policy toward Israel.'”® This is because the deeply rooted strategic cooperation
between the US and Israel is strong enough, as well as the deep rooted support of

the general public, to withstand such attacks.

As previously noted, the US and Israel maintain strategic cooperation in many areas.
Since this is the true basis of the relationship, the optimal medium for Israel to
receive aid from the US would be through programs that generate joint cooperation
and are of value to both countries. For example, the port of Haifa was renovated
20 years ago. This renovation benefited the US since the larger ships of the sixth
fleet could now dock in the Haifa port which is a favorite among the fleet’s soldiers

and commanders. As the fleet sails around the Mediterranean, there is at least one

182 Gold, “Israel is no burden”

183 Rothman, “Israel aid pays US dividends that exceed cost”

184 In a story related to the author by a Congressional expert: About 20 years ago there was a
Senator who was Chairman on the US Senate Committee of Appropriations, which empowered him
to significantly influence federal spending, who wanted to push for a reduction in the foreign aid to
Israel. Later that Senator was presented with a list of companies in his state that benefit from Israel
Defense Force purchases for which many would be lost should the foreign aid be cut or reduced.
The Senator’s outlook quickly changed.
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port at which visiting is enjoyable. The US benefited by making an investment in
Israel which suited their own needs. Furthermore, the visit facilitates joint meetings
between the commanders of the sixth fleet and commanders of the Israeli Navy to

share intelligence and other mutually beneficial information.

Additionally, the renovation benefited Israel since the sixth fleet's visit to the port
generates economic revenues for the different services provided to the US soldiers.
This was a one-time American investment which produces annual returns; Israel is

still benefiting from the initial investment.

There are three existing bi-national foundations: BIRD, BARD, BSF. The foundations
were started more than 30 years ago and each continues to be mutually beneficial to
both countries. BARD (Bi-national Agriculture Research & Development) focuses
on increasing agricultural productivity. Only projects which benefit both countries
are approved. Moreover, the joint research that has been conducted has brought the
two countries closer in addition to bringing financial gains to both countries. BARD
was started through identical donations by the US and Israel of $40 million in 1978,
with another $15 million added by each country in 1984. While it is difficult to put
a price on the value of agricultural research, BARD compiled a study in which 10
projects were examined to calculate their dollar value. These 10 projects showed
benefits of an estimated $800 million to both countries, far exceeding the amount
invested in the fund. Of the more than 500 projects approved, nearly 200 have had

a direct impact on American and Israeli agriculture.

The Bi-national Science Foundation (BSF) was started in 1972 with endowments
of $30 million from both countries and another $15 million added by both countries
in 1984. This foundation brings scientists together from both countries. Here, also,
grants are given when the research benefits both countries. In a survey conducted
among US and Israeli scientists who have taken part in the BSF program, 97.5% of
the respondents considered the contribution of their research to the advancement of
science in their field as very (or fairly) important. 93% attested that the cooperation

between the two groups was very important.

The third such fund is the Bi-national Industrial Research and Development
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Foundation (BIRD). The uniqueness of BIRD is that it allows American companies
to pair up with Israeli companies. When American companies look to develop their
products, they have many options. First they check domestic options and then look
to bigger countries like Brazil, Russia, India and China (BRIC). Were it not for
BIRD, Israel would have very little opportunity to develop the product. BIRD funds
between 25 and 50 percent of the development costs, thus creating a situation where
Israel is the optimal place for the product to be developed. The choice to invest in
Israeli companies, as the executive director of the BIRD foundation emphasized,
does not come from sentiments or emotions towards Israel. Rather, it is based on a
calculation of where the maximum benefit for the company can be obtained. BIRD
estimates that since its inception, revenues for the US and Israel exceed $8 billion.

This estimate, according to the foundation’s director, is modest.'®

The common denominator between these three foundations is the mutual benefits
for the US and Israel. Additionally, all the foundations have plans for expanding
their activities, should their budgets increase. All three would like to approve
more projects per year enabling more joint cooperation. The BSF is also looking
to support initiatives involving new directions in cutting edge, multidisciplinary
areas of research, characterized by complexity and diversity, such as behavioral
science (combining psychology, sociology and information technology), ecology,
environmental science, systems biology, alternative energy, novel water desalination
and purification technologies, nano science, etc. BIRD foundation is looking to add

projects in energy research as well as biotechnology.

These three organizations exhibit investments in joint projects that bring economic
revenues to both countries. The principle investment in all the companies is
miniscule compared to the revenues generated over the years. These models, along
with the renovation of the Haifa port, serve as prototypes for future joint projects

that can bring economic benefits to both countries.

In the early '90s, $2 million was allocated by the US Congress for allied cooperation

studies. The purpose of the study was to answer two questions: the first, what are

185 Interview Eitan Yudelevich
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the validated requirements of the US military in the next five years? Requirements
are referring to goals vetted through the system and defined as goals to be attained.
The second question: what can Israel do to help advance these goals? The study
produced in-depth results illustrating the different areas in which Israel could be of

assistance. However, Israel never translated the study into concrete action.'®

There have been different suggestions as to how Israel and America could enhance
their relationship through joint initiatives. For example, Israel’s valuable experience
in water treatment can be of assistance in addressing the water problem in America.
Israel can also be of assistance in science education programs. Joint cooperation
in the areas of nuclear and solar energy could be beneficial to America.'¥” Israel
should be allowed to launch America’s satellites instead of China.!®® Additionally,
development of enhanced satellite intelligence systems and other research and
development could benefit both countries. The port of Ashdod can be renovated
similar to the port of Haifa. This would allow the port to be of assistance to more
ships in the sixth fleet.!® In the future, communications warfare will be a new form
of waging war. Israel and the US can join together in building systems that are

immune to these types of attacks.!”

Israel can continue to enhance prepositioning
warehouses which would allow for increased storage of American military products
in Israel. Additionally, Israel can continue to help America build a footing in the

Middle East.™!

In a conference at the Institute for National Security Studies (INSS), former Head

of Military Intelligence, Aharon Zeevi Farkash, suggested a reform in the structure
of the aid.

In cooperation in technological development of weaponry systems, we
see a significant decline from the level of cooperation that used to exist

186 Interview Rand Fishbein

187 Interview Abraham Ben-Shoshan
188 Interview Rand Fishbein

189 Interview Martin Ingall

190 Interview Menachem Meron

191 Interview Dan Halutz



82 | US Foreign Aid to Israel: A Reassessment

compared to what we have today. In Israel there is a growing desire to
have a trade off, where US aid is reduced in exchange for the enhancement

of technological cooperation between the two states.'?

The aforementioned examples create a variety of possibilities for joint projects
which could benefit both countries. Initiatives similar to those mentioned above
present a model for restructuring the foreign aid that comes to Israel. In the past,
there were periods where there was no substitute for dollars. In the early '90s,
while the necessity of continued economic aid was debated, foreign military aid
was considered vital since Israel was still spending around 12 percent of its GDP
on defense expenditures, as opposed to the US and European countries who were
spending around 4-6 percent. At present, Israel spends around seven percent of
its GDP on defense expenditures, thus allowing for a reassessment of the foreign
military aid which can lead to a more optimally structured security assistance
arrangement. This will improve relations between Israel and the US and also

Israel’s standing in the world.

These recommendations are important for the State of Israel because they allow
Israel and its friends in the US to focus on the appropriate type of support that
Israel will need from the US in the future. That support is political support at the
UN and in the international arena, and it does not cost the US a dime. Israel’s army
is stronger than any other army in the Middle East and can handle the threats. By
attributing to the security aid in its current format — a greater premium than its

worth — Israel is damaging itself.

The military aid for Israel is a cold US interest, and its support is even more
overwhelming in Congress because its members have an affinity for Israel. As long
as there is support for security aid in the Congress, the President will almost surely
acquiesce. Why fight a losing battle in Congress, lose Jewish votes in the US, get
attacked from interest groups, and exhibit hostility towards Israel when there are no
political benefits? Consequently, the President requests the aid for Israel and fulfills
his obligation of supporting the US’s greatest ally. He is then able, if he chooses,

192 Elran, & Rosen, 73
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to bash Israel in the domestic and international media, and inflict damage at the
UN, while simultaneously claiming his unshakable support for Israel. How is this
possible? On the one hand, the President’s support is unshakable and unwavering,

and on the other, he repudiates Israel in the public media.

What allows for this strange occurrence is the security aid. Anyone who questions
the President or the State Department concerning their support for Israel will be
immediately referred to the foreign aid granted to Israel. However, this is but a
diversion. The aforementioned security aid will be requested by the President —

whether he likes or dislikes Israel — as long as there is support for it in the Congress.

Therefore, it is incumbent upon Israel to restructure its policy and not give aid
primary concentration. Israel and its friends must stop placing aid at the top of
their agenda and focus on obtaining and preserving the political support necessary
for Israel’s continued safety and growth. What good will a billion dollars do, if
when attacked, Israel hesitates to fire its weapons because of fear for potential

international sanctions?

Additionally, because Israel’s weapons purchases from the US benefit US companies
and the US economy, these companies, and not Israel, should lobby Congress and
the State Department on behalf of Israel and oppose withholding certain weapons
from Israel. Additionally, if Israel spends less US dollars, it will be less subject to

the whims of unfriendly administrations.

Moving aid to the defense hudget

Israel should request that its foreign security assistance be moved to the Pentagon
budget. Currently, Israel receives foreign security aid from the State Department
budget. In Israel, it is called security assistance, but in the US it is called foreign
aid — two words, each with a negative connotation. The word ‘foreign’ refers to
something strange and distant, and ‘aid’ implies someone who cannot stand on their
own, who needs help to survive. In the US, aid is given to the lower classes in

society, those who are in need of government help. When one puts these two words
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together, the implication is liability, i.e., the US helps the country survive.

Israel is not economically dependent on the US, and is not a liability. A way to
minimize this negative stereotype is to have Israel’s aid transferred from the State
Department budget to the defense budget. That change would reflect the true nature
of the relationship as well as mitigate perceptions of a country dependent on the
US. This is also important for the US’s perception of Isracl. By moving the funds
to the defense budget, the US is acknowledging that its relationship with Israel is
mutually beneficial, and not one of dependence. Instead of Israel being defined as
a liability to the US, it becomes a strategic partner. One of NATO’s doctrines is
burden-sharing, that all members of the treaty share the burden of work. The State
of Israel assists the US in advancing its interests in the Middle East. Therefore,
the source of aid that Israel receives should not be foreign aid; rather it should be
viewed as burden-sharing. This idea could be materialized by moving Israel’s aid
to the US defense budget.

Another reason for moving the aid to the defense budget stems from the difference in
relationship between the State Department and Israel's Foreign Ministry, as opposed
to that of the Defense Ministry. The relationship between the Israeli Defense Ministry
and the Pentagon is much closer and cordial than that of the State Department. For
the Pentagon, Israel is a partner with many joint programs and maneuvers. For the
State Department, the Middle East is Arabic with Israel disturbing the balance. The
Pentagon and the IDF see common enemies on the battlefield, whereas the State
Department sees those same enemies in a cordial negotiating setting. Additionally,
since the money goes towards the purchase of weapons and joint R&D with the
Pentagon, the proper place for the funds should be there and not with the State
Department.

This position is disputed. Some view the foreign aid to Israel as competing with
funds for other countries in the foreign aid bill. For Israel this is a fairly comfortable
position since America’s commitment to Israel is quite strong in comparison to
other countries. Dan Halpern warned that this would change if assistance to Israel

were moved to the US defense budget. He argues that this would cause assistance
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to Israel to be in competition with funds allocated to the US armed services. If
assistance remains where it is, Israel must only continue to cultivate the friendships
it has on the Foreign Relations and Appropriations subcommittees. Moving the
assistance to the defense budget would force Israel to cultivate similar friendships
in the relevant armed services committee and subcommittees which is much more
difficult. Additionally, America’s view of Israel as a strategic asset is more likely
to change than America’s moral/ideological commitment to Israel which is much
more stable.””® This point is questionable at best since the US-Israel relationship,
particularly weapons sales and aid, developed on the basis of strategic interests and

not on moral commitment.

193 Feldman, 62-64
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The purpose of this policy paper is not solely to take a certain topic and offer
possible recommendations for reform. One of the goals of the paper is to generate
discussion in Israel on the topic of foreign aid — something that has been considered
"holy" among the general population and many politicians — and to show that the

relationship between Israel and the US can be different.

Israel’s success in foreign policy is dependent on its ability to correctly evaluate
its strengths and weaknesses; and for this happen, the Foreign Ministry must be in
constant evaluation of its current policies to ensure they are not outdated. Since
Israel is a small state, in a critical region, subject to the events in the international
arena, it must never take any relationship with another country or policy as a given
for the future. Rather, it must constantly initiate and search for better policies. In
doing so, Israel will avoid many of the difficulties it faces today by being reactive

instead of proactive.

A special thanks to Amit Halevi, Executive Director of The Jewish Statesmanship
Center, (Amb.-Ret.)Yoram Ettinger for their assistance throughout the project, and
to Martin Ingall and Aaron Israel whose insights, critique and encouragement were
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