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MEMORANDUM FOR THE PRESIDENT 

A decision 1a needed on the amount of 
development lend1n& to be made available in IT 
1963 to israel. The attached draft memorandum 
aeta forth the altuation and alternative cou ... e. 
of action. 1 would apprec:late an opportunity to 
diJlcu8B it with you at your convenience. 
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Dnvid E. Bell 
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:..vel or Atel to Isrul tor n 1963 

In th_ AID p.....,entilUon to Con,grwa tor n 63 ... 1ncllK1.ad 

~-$20 .111100 1n den~t loena tor Isre.el &II o~ with 

$h5 .Ul1on 1n n 1962. 'DIe In-eels.. han &liked tor $50 aW101l 

1n l.o&ro8 1n n 63. A deo1don on the n 63 luel U nov peDd1nc. 

In thIt J3!i0 's u. S. aid to r. ..... l anr&ied sboIIt $60 aiUi011 - . 'or the l.ut tin :years th. t~ are u toll.,.,., 

,," ,,'" ,,60 ,," "" (.nnona) 

"" '-" .'" ,16 '15 ." '15 

UD! Bank :r.o..n. II " 1 ) " 
PL 460 (1ncllldlng 

Section 402) " )J '" 46 " -." .. , ,61 ." ." 
the eoCll!.OIII1.c hctors besrl.ng on the queaUon ot AID d. ... el.op.-. 

.. nt lend1n& tor r. .... d 1ncl.llde, 

1. the Iare.el18 enjoy _ rel&tivel;r h1gh I'WIdard ot 

U"1nc. Their national 1neaae per capite 1n 1961 waa $676 u 

eonparad with $167 t or I~ and $875 tDr 1rsDee. In the l1pt 

ot thus t1cW'N there u ••• qu_tlDl1 b<>ll' tar t.re.1Il. should. 

properl¥ be reprded. ... a Pl.eu d.u.loped. eountq." 

OOiiiUffiZL& 



2. 

2. r. ..... lltae enJ..,.,d. • &rowth in real nat1.on.al prodllCt 

in Neatt ,..... or 10 poI",_" per:rear. :nw Zcon-i<! PlAnntnc 

A.uthor1t;J ot the r. ... al 00 .. ", mt proJect.. p-o!rth ... t.e ot 10 

poI ..... t poor ~r &II • t&rpt 1n the toW' :r-.n ~ lS'66. 

) . .tcoordlnc to eatbat. ot the Econc.1e Pl.ann1nc 

"uthorit;:y publUhed in JIIl:r. l362, the dll1'lolt. .... eoodoo and. ,,",ic .. 

1D lSI62 wu PI'OJtcted at. $Jn ll1ll1on &II clWp&l'Wd with " ut capital. 

1ntlov ot $ls84 aUlton, UItIa 1Dd1.cat1nc ... Incr ...... 111. &Old and toreip 

~ ru • .., .. ot $m lI1lllon. n.. actnal 1ncr.qa betwec De-

c ..... )1, l5'61 aDd Wo""." )0, l362. _ord1nc to eUtoW 18 ... 1 

OoYti._.t IOW'O", ..... $U9 -.1.lliOD. or wbich $30 1l1ll1an ... an In­

CI"OI.lI& 111 £Old. IIIu1.ng the .-.10 ~ ~. COld and tore1&:n .a:hR!ea 

ruerT .. MTe 1ftcr .... ecI $313 Illlllon, aDd .. ot Ho~r 30, 1962 

_lNDted to thn 1l1ll1cm or ClTer b&l1' of amu.al 1,ooport. of po\W and. 

•• n1.c... Vlth the bd., of PI. 480 ... Ut.t,n,c., brul nov bolcUl r.­

.ems _unt1.D( to bltw_ 111 _tIw and. • TMr'. comaWptlon re_ 

'lW_t of lIb ... t and other tocxUot.uttl .vpp111i11 \lAde .. the IIUrpl.U8 ........ 
4. hr.al'. exports or ,m. and. urneee ha .... ~ a:_ 

pand1nc at tha r&te ot 20 peremt ~ ,...,. line. 1955. A. cOIIIt.tnu.a_ 

t1ot!. of tIIU Nt. U P"'Jec:ted 117 t.btI SconOlW;: J>l.armlD& Authorlt:r 

in it. dran tow--,.aa .. daT81opnmt. plan tor 196)-66. boporte vU1 

&lao rille bat in 10-.. auregat. U01m.t.e u that in 1966 tha ta,..,.t 

lJJ to :t'«iw::& tha <landt on ,ood!I and .. mo •• to $250-$)00 1l1ll1on 

~ $400 aUllon in }.961. 

SotL eznrn 



,. 
5. .I. declina in oapl t.l. Wlov 1a IQPIIcted over the 

n~ ~_ yNrlI, according to the Econo.l1c Planning .I.utharlt.,.. 

pr1a&l."1ly .... result. or reduct.1Dn11 in the nov of Ooman r~t.1ons 

and personal. r05t.1t1lt1ons. 'ftw Authorlt," BIlItillllLt..II on Oeraan r~-

ttOfUl &Del. rest.1tutl_ are : 

"" "" "" ,," 
(.u.l1011.!1 ) 

0el'III/IlI. IUlparatlorul ,60 '" . " '" ,-
Personal. NlBt.1tuti one 
t~ Oonoa:n;y >20 US US " 60 

$180 "60 "),0 $100 '60 

OrolIa receipt. trQI the Jew1lIh Ai-,. and other 1natltntlons, prl_t.II 

t.nnaterfl 1ncl\ld1ni t oreign inftSUlent, and bonc! aalea are ut1Jo.ated 

at .$266 mUUon 1n 1962 ..ad are praj..:t;ad at approrllrlatel,y thl.II len1 

~ 1966. A. -.lor portion or t.bUI total darius t'rolrI Alterican 

J.ay and represents a <:harp ap1nat the U. S. balance of ~h. 

Dupitll the d.ecUne in (lenwn recelpta , tho torllOl.llta of the Plann1ng 

AuthorlV .how an uceu of total. upita1 1Atlov DVer tllII de!'1c1t Ol\ 

lil:0odl! aNI •• I'Y1eMl in each of the ;ye&rfI 1363 t.hl'<>II&:b 1966. Under the 

condi tions praJeeted by the Planning Autborlt1 • eontinu.,J bulldup 

or gold. and tGre1gn «xcMni& res ...... 111 expected. ru. result 1e 

anticipated ex<>lu.s l 'n of ~ t'urt.hor deYolDr-lIIlt 10m u.lIItanee fro. 

the U. s. 

6. x. ..... U del'""". apend.l turf1s MTtI baen apanding in 

the put toto yo&nl &Del currentl,y Mpronnt. )1 percent or the natlonal. 

budaot . In aar1;r 1961 bbuNdor aar.on indi cated that t~ III ...... 1 

iilWHalln ' i 



Oounment. ...... pl.ann1D& to 1ncreau pur'chues ot detense oqu1~ont. 

abI"l*l tr::. an ann.w. lovel ot .35 Il1lUon to aboot $100 a1ll1on in 

the toilDVtng three T8&I'8. Included in t.h1.8 est.s.at.o "",re ncb 1t.s 

as ttle Hawk meilu \Ih1ch varo autbarlsod in Nov..bor 1962 and vUJ. 

coat about $25 .Ul.1on. 'lbo QCII1tin~ incr-JIO in ..... e .... 05 indI­

cate.. that ttlue oxpeildl turos .:ro bo1D& acCOllq)11.8Md ttlWI far without 

undue strain on tho balance ot PQUI1bo. it a &UNs, tho PlAnning 

J.utbor1ty e.U .. to tor iIIporta of loodl Mel eernce, in l.963 at $990 

a1ll1on ""'" include as IllUCh ... $125 . l illon tor dotonae outlays . 

7 . Illraol ' s axtomalindebtednou has shown IU'I Upltard 

t.reQd and IIOllIlta to $7)5.1111on (Kar<:h 1962) of wh1eh oUr halt 

1.8 accounted tor by In<Iepc>d .... c. and DoTelop"!Ir!.t BondII ($.427.1ll1on) . 

t'hen bonds are aold larpl,y in tho U. S. and conslderable qWllltltlo" 

are rodOMod in local. currency tor tour1.8t and invee talfnt eJCI*Idlturell. 

'or l.962 th" nUo ot total debt urrlca pqaents to toreiD! s:rohanae 

NIOdpta .... 19 percent. c-ent:lng on th1.8 raUo. an IB!UI r.port. on 

la ...... l dated J.llgII8t 24, 1962 atate., "ll1t.h toreign oxchan&e .. rninp 

.. S\1ll«! to m •• •• and print. donat1e>na proj.,tsd to tall onl;r 

,llghtl,y fr,* ttle1r p"",lI:D.t lPel. tM ratio would drop to porhape lJ 

p"!"Oct or 14 p"!"Oant by around 1966. 'I'h1a wuld represent a COll­

Bld.rabl,y lighter debt urric. burden t~ in tho recant pa.IIt, a burden 

which ahould be ... 11 within th" country's capac1ty to Cfol'17." 

8. n. • ..ad.stelce larael recebed f ..... the U. S. Qovern _ 

_ t in P'I 62 _ to .)6 per cap1ta - the ~t in the world. 



s. 

To .~1 .. the tIIlon_to uP"Ot. ot the probl_. t.Te.,1 -.j"1l' 

.. ~t1YeJ,y h1&h .tamard ot llrlDc, hu ... at tlM h1&h_t crowth 

r"It- 1D ttl. vorld. IIIQd 10 cantoNilt. to ~ Un1ted StatoN bu ~ _ _ 

paadLq i ta rMa""," with e\'er1 JIl'O'I~t that. t.bb tNIII1 vUl. cont1nu 

rlth>at t'tlrthw deTel.opunt 10_ .. .s. .. t.aQc. rr- tb. 1Ja.1t.d St.atM. 

th. conaludoa ._ 1ne8~h thIot ... c ...... t. juatU)' UD d.,.d.opMlllt 

101Vl.8 to :r.rul. on eclllloa1c gt'O\II1d.8. 

other n_t. or the Probloll 

PI. 1..80. Acl'1.c1lltUl"Al. Inlrplu CI_od1tlu cant1nu to b. _ 

1.I!pIn-t part. oL OUl" tootal aid to r. .... l Mclt 7"", ~t.hollCh COI'I_ 

c..,8ion.o.l. u1 .. uncle%' rlth t _ bo~tncl1' d1tttcult to jwUt)' 

1n 1"1aw ot thto illprvt'lld r. .... ll toConodc position. t7Mer nonul. 

crl t.r4, 1J&l .. under Title IV with doll.&r np~t 1nI'\lld n. aore 

appropn.t4. .....rthel.eN an ~""r 6, 1962 we lta-d .. IftIlti-,. .... 

Title I l&t xl:. with IIII"Ul bartnc .. t.otal nl-.. ot $69 .s.l.Uon aid 

'III'Odfl' tb18 ... t IIII'QJ. vill r.ell ... $26 .11 11 ,., darLq n 6) . 

SOlI: Bank. s.,1nn1n& with .. tloo lI1lllan loaD Rt.eDdecl 14 19IQ 

ahortl¥ ..rt..r III ... ,l'. lI'Idepeqd_l. the nIH Bank hu oont.inued too tHo 

an iIIportant 101U'01 at oreell!; tor 11"'11. Sinoo tiM Nt&bu...-..t ot 

tit" Stat., IUK 1 ..... author1satl ona to X. ... 1 MTe _ted to $209 

II1.ll.t.on. Ilw'tDi J362 18 .... 1 1 ..... 0IIt&\&:a:l1rl& vith !UK BazIk dac:un.l 

~ $97.6 _,n!"" to $91. 2 lI1lllon beoallSl ~ta oL tl7.1_­

cooed." dlabllN_t. or m .II ,"Hon. Re~ le"-luled hr l.96) 

and 1964 total $)8 .Ul1on. D\UaU.eh u project loaM Wk, about tva 

mygmm=ZIT 



,. 
~ to be d1Joburlled , hirl:1 .... t.aQt.tal IMW 10.. ... u.o.-bl.ttz. 

vUl be polNllble vlt.bout. tnc:-.a.1n& the t.ot&l l.oo ... l or out..t.and.1lIc 

"bal.Itno_. Intonul. d1ac::v..alOlU1 vtth Hr. t.1ndu 1ndlcat. tblt.t. 1M u 

.,,'11 01 to 1end hrul. $20 Idllion .ore or lAIn in 196). Parl1cularl.'r 

inwrwt1nf; to h1& 1a an .J...cItrw pn_tlnr project with" total. 

~o,..1p evh.n~ con of $)0 aUl.lon, althollah ttnan<:1nf: for IIlll:f $17 

aUUon U .-.qu1red tn rr 6). He U wo vi1l1nl to aab 10_ CO'I 

='l]tr projeot. towlline $3 to .S .1111011. 

Il<Ir1Dc the pUt ,..... or two X. ..... l r.p .... mtaU .... bt. .. 

~ed. to .Inim,.. the nllM at DIM 1.-.. to the r. .... u MOfICIIO' 

Md ha ... ~ tbo.t IXDf 10_ .1Dvld be .nl.Dlad in ~1Da 

th. t;.ot.&l of tl . S. aid to b .... 1 . TIler M1J\tatn that with tnt.eHat 

r..tM at 5 3/4 pe%"C .. t and. ... tlU'i~ toe,... at leu UWI. 20 1""', 

UlH l.o8NI tend. to be II .... 1&1 in e~lIt.or and. in t.boo CUI. of 

l.ocI8 on aireratt. tor ~le. an _. aT&1lahle pr1Au1.l,;r to t .. tOIl' 

u. S . aport.. 

III our n.v. EXlH 1_ ehould be cOIlII1.der.d aa part ot the 

.14 picture, '-e>&n1"tnc t.h.o.t u..r. u .. dUteromce tn te.... n.. 
rMJ. qUOlltlon 1a vn.t too ... the hr&el Oo"'~t can al'tord. Ttl. 

dUcl.nion moTe .ugge:,t..s Uw.t ErD! te.,.., .houl<l. poe. nco .. riO'Wl 

obltaclAo 1n the overall ~CI. ot ~tII outlook. 

'I'b8 Dillon -Coatlbtent. " III thl £all of 1960 Pr1llle Mlnllter 

fIcI 0url0ll p ..... .,t.:l PrM1.dlllt E1.8enhowwr nth .. Rbst.l.l:lt.1Al1d.11t..ry 

Ihopping llit inc:ll;td1n& a1Pu., rad&T UId "tiler I t-B . 'ft>II t1 . S . 



did no~ &(I'M to 1nIJlPl¥ r.rHl with the Ilillta,.,. .:Jul~~ it t"8* 

~"t.d and r.~el'8 repr<!I"entatl ... stat.d the;r would bu;y certain 

ot tlds .:JU4&ent nth their OlIn l'anda. Klnt.ttor ot P!nan<:e &lhkol 

then called on Unde:raICt"8ttory ot State D1ll.oI:!. to uk 1t the ... J"IU'" 

chuM 1tOIlld be taken into accOlIII.t b;y the '0'. S. in d .. tersinln,g 

r.l'Ul'. l.eTel or aid durln.c the three years in which the plU'<)bas .. 

""" to be 1I&d ... 'lb .. r.~ella have 1nterpNlted Mr. D1ll.on'. Nlsponae 

&a OOnlltttutlng a cQQdt..al~ t .... the U. S . to proTida $30.UUon 

eddltlonal developoent l.end1n( in .ch yMr tor three TMn. 'l'b1e 

new 11M pre .. ed on t.h1e AdJdni.8t.ratton in l.96l when th .. n 1962 aid 

l. .. nl, 11M lIDd .... conatderatloll. J.o the record ot the oorr. ........ tion vitb 

Mr. DW.on OOIItalned 110 retereoo. to such .. c~taent. Hr. Rud.l.tan 

and Hl'. (laud d1Jl""".ed tlu! attuatlon pereonal.lr vith Hr. DU.l.on on 

Monrobel' 30, )5161.. The _HnCI .. on that <:orr.venaUOI> 1nc1.udM the 

tollovingl 

"Secretary Dillon etat«! that he Md told Hr. Eahkol t.b&t 

the U. S. would tan thea. upomdl~ into &ooount. Kr. Eahkol 

tirolt ."ked that. vant be -.ad. to 111,..1. fro. cont1n(ency lunda. 

Sec:ret.&ry D1ll.on told htl'll no "neh l'and.a " are ..... n.ble. Kr. Eahkol 

then .."ked tor DLF loano. 

"Socret&ly D1ll.tJlI ot&ted that he could recall •• king no 

CO-.1tcllllt &a to UOUZItto. Nor did h. tell Mr. RslIlrol that tlu! l.o&na 

I"ItqllMted bJ' lII ..... l would ba DU' 1.oana nthel' than ElIM loana. 



•• 

SecMltaq Dillon IUtad t.b&t. the onl;:r' c_lt..,t M bI4 .ad. nil tMt 

tho tI. S. would loolc at ra ..... l'. our-all ba.lanc. oL ~t.I plct.vto 

ctQr1nc the ~ J"'Al'1 OOT.....:! by tb •• 4etmsl "14 illtAlrM. 1n 

dateN1n1llc tho _t or loana Isrul UDIIld :.cd..., ••• • • !be Dr 

to Ute 1nue, be ..p..uu.!, b the .taw of hrul' . NlAnc. or pa;f_ 

MDte, which .. ,'lit btl loobd Into in tho ll&ht ot tbo .ult.at7 ,+ ,,_ 
tare_ N.terred t.o UIo ... • 

WhCI Mr. HudJ.toa lAf'or-i H1lWot.lr r..hI<al In JUWIll"Y 1962 that AID 

.... pl"llp&Nd to tn_ UD deYelos-t 1_ tro. $l.6 1I1ll1on in 

PI' 61 to $4S a1ll1on 111 rr 62 Kr'. Eahkol udo reter<llllCl to tile Dlll.on 

c~t.:nt and 1ndtCflt.ed be had hoped to MIca up the .bortrall m4 Db­

t.&tn & tot.al or $75 lIIillion in n 1962. Mr. ILudlton at.aWd th&t the 

propond leTel ot $4S a1ll1on t.ook into e_t.der&tton. tho lborUaU ot 

$JO .tll , on In the p ..... .uq 7MZ'. Ifnl rlheh •• , thU b ... hq _till 

!lOt t...n la.1d to r.t. AD Iar-d w...''IJ' ott1cW vb<> t-'lr«l to 

IUnUter Eahkol in JaNM1_ laat aoratb .tat. th&t Eahkol ~ the 

$b5 1l11l.1_ .lID 16an 1_1 br the put 7Mr All ol'Gt1rwdnc tho DUlon 

c_l t.cnt. 

All Mr. DUl.on and offlc1al recorda taU to ~rt & ·".-it­

_ t o and Itnc:O Mr. HaaUtcm l"8f'uII.:l to aODtt.r. • e.-l'->.t l.aat 

JMu..,., r bell .... 1111 abolll.d be; cu. oa t.h1.II polnt 1D wr dUCII8d_ 

ntb tho I ..... U. t.lWo ,....... and not anow uw. el-.. t to 1nfiwmce 

OW' dec1sion on the AlI) 10M l.eTtol. 1111'''1.1 expendit.u:rM in !o .... 1&D 

~ t or dd'_. bay. been iru:rea.1Dc but ~. out~. fall 



,. 
well vit.hin. the roange ot Illraell b&l.anc. ot ~t. pl.ann1nc .... 111 

ehown by the inc...... ot $119 .. 1J.J.1on in gold and l'onoign e;xch.ul,ge 

dur1D& the lout 7Mr. 

Ife .... rtheltu, it 1.8 no do\lbt an 1Joporlant part 01' the probl_ 

£roa the r..noeli point ot rlw that t.be united St.au.. ball been wnrt.ll.irJ,g 

~ maq dlrec:t .Uit .. ry aad.loanell .... ilabl. to th., but haa ap ..... eII 

8)'!OpI.tJv' and • vtlJ.1ncneell t.o help U neclMlla,..,. vla eco:mOlllic u.1.8t.nce. 
A_Uabilltz or P'Unds 

lb_ Devll1D~t. Loan cat.e«Ol"l' ot 1'Imda p....., .... tl,y 1.11 hNrl1,y 

o ... rpro~ tor tbI ~t ti>lcal ,.ear. DMpit4 \:.h .. cuu.ck in 

tun<lll by tn. Conaress, the tinancial plan tncludN • 1'1(C1lN or $25' 
.Ullon tor lsnoel but. thU 1a within • rec10ual (Near ~t Sout;.h 1011. ... ) 
taltatin prop_lng 01' $625' _"""" tor wb.1ch til,,", is • .,dIabh on.l;:r 

$150 ..ullon. 8ptC1tic l.tnIUI ~ approyect Dr llJlder actbe con_ 

dd" ... Uon total $767 .. 11110n. S1auarl;r on II ItOrld-v1de bAsia the 

tentative progtUI ... aunt.. to 10 percent lOore than the t'unda avanable, 
and onl,y in the Far East region La tina progru.1n,g lauinl. 'nits 1.8 

not to &aJ that !undo! tor a l&r~r lintel progr_ could not be round. 

1.t it 111 d_ed nllCeSNr:Y t.o U. S. int,(lreat.a to do '0 . But it .... uld 
...-q1dN either tNl'la!eMF into the lo-.n aceollJlt tron. other oat.aroriell 
1nclud1n« conttnc-.q, Or that ._ other progrwu will han to be ..... 

duced . 

Altemativ .... for n: 6) 

!'ollOlr1nc aN .lternativ.~ for c,mll1deration in dll&lin& rlth 

the JIY 6) eid lnel question. I bave ucl\1ded the po4dbUity or 

pllu1n( out AID 1_ 8Qt~ ~ 7Mr .. be1n( too abrupt and W1-

8ii1lPiiilll'fi' i 



Gm< ibb\lBtL 

1. CQntinue the $16 odllton d"" .. lop""mt Am lean 

l e"e1 for another l ear. Under these c1rc~anc"s EIIM Bank loans 

should be -U, perhapa $10 odllioo, /10 that rlth $26 lId..llioll 

PL 480 the total 18v,,1 would COlII9 out in the ....... of lu1 year . 

2 . Sf!lt the AID le>an level lIOI!IIWhere between the $15-

$20 million ill the Congressional presentation and $45 Million . The 

Israelis ~ght be willing t o accept a lower level of AID loans in 

vie ... of their improved situation and the ahOli'P reduction 111 AIO 

!'w>d$ by the Congress . 

10. 

J . Set AID 10ana at the $20 million level in the 

Congressional presentation. rr EIIK we,.., prep~ to increase its 

loans from $22 Million to $35 million thla would bring the t otal 

level to $81 million as c~ to $8) odllloD la"t year . In view 

of their attitude toward EIIM 10an8, this would not be apt to aRHaty 

the Israelis . OIl the omlOr hand, 1IIOat do .... sHe political groups 

would probably accept thh position as M&1nta.i ning a high leV1!ll 

of ecolIOlllic IIUppOrt for Israel. 

Whatever decision is taken for Ft 6), I believe we should 

adopt as an objectIve for the ruture the phasing out of lID loans 

for Isr .... l. Moreover, I think our term.s ....... too 50ft at three· 

fourth's percent interest for ZO years and suggest the interest rate 

be rai~d to J or 31 percent. This might perhaps best not be done in 

connection with the F"! 196) loans, but by indicating to the Isr .... Us 

now that we propose to do this next year. FurtherJlOI"8, wh Ue it ..... y 

not be feaSible to offer the Israelis fixed amounts of EIIK credits 

~:tE ' I!!£l; 



u . 

ror u. f'u.tuH. I bol.1en we R1auld Into", u... that .... UJMOt u­
to r~ 1ncre:&ll~ on ElDf credit in t..'1e .tutw-a. Ve c01ll.d alao M7 

that it I1U'IU1'B l'M,,"o podUon allould VOrlUm. 1n tm.UN 1Mr11 . .... 

wmWI oJ: cOl1nlle take thl..I tnto aceo\lllt at the approprLate tiM . 

WiiDE!I"W. 
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