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\" i ' J/ f One Continental Avenue, Forest Hills, New York 11375
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(5 f March 7,1972
0,
Mr. G. Lahav

Director General
Ministry of Commerce & Industry
State of Israel

jerussom, i35 eel
Dear Mr. Lahav,

Thank you for your letter in regard to my inquiry for the film
"Survival=-1967".

I am willing to pay for a 16mm print of the film. But I would
like to know what it will cost first.

The conditions that you ask for, are that Makor Films will share
on a 50/50 basgis all income derived from the rental of the film,
6nly the cost of the prints would come off the first earnings

before we share. Please let me know i these terms are agreesble
to you, and I will send a Letter of Agreement for your approval
and signature. '

As I am presently planning a new promotion, I hope to hear from

you soon.
Sincerely yours,
Jules North
._r;_______
| Mpsmm moma Spn
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Price-Wage Controls: The Israeli Experience

The Israeli experience with an incomes policy suggests that it can be a useful
instrument when applied early in a recovery period. The policy’s adoption in the
United States was thus appropriately timed.

SUPPLEMENT:
The Need for a Uniform System of Reserve Requirements

An address by Frank E. Morris, President, Federal Reserve Bank of Boston.



New England Economic Review

Price-Wage Controls:

The Israeli Experience

by Carol S. Greenwald

srael has experimented with incomes policies
Iunder conditions of both excess aggregate de-
mand' and under-employment. When price and
wage controls were used during the late stages of a
recession and early in the ensuing recovery, they
were successful in moderating wage and price
increases. In terms of demand pressures, this
period shares a strong similarity with current
conditions in the United States. Some economists
have suggested that an incomes policy should
become a permanent policy tool. Israel’s expe-
rience with wage-price controls in a period of full
employment illustrates some dangers of controls as
a long-term policy device. Because prices serve an
allocative function, suppressing their movements
can damage economic growth.

Despite Israel’s considerably smaller size and
different institutional structure, its economy
responds to economic forces in ways similar to
industrialized western economies, so that gener-
alizations based on Israel’s experience with in-
comes policies are relevant to the U.S. economy.
Since labor unions in Israel are both politically and
economically more powerful than ours, this study
demonstrates the limited effectiveness of incomes
policies even when they enjoy significant labor
support.

The first section of this article illustrates the
futility of using wage-price controls to restrain
inflationary pressures where there is general excess
demand in the economy. While it is tempting to
seek a less painful way than restrictive monetary
and fiscal policies to reduce inflationary pressures,

~

with excess demand, wage-price controls do not
effectively restrict wage increases and may also, as
in Israel, produce the unwanted results of increas-
ing the trade deficit and causing undesirable shifts
in industrial structure.

The second section of this paper examines the
specific conditions under which an incomes policy
can be useful. If the political leadership enjoys
widespread public support, official checks on wage
increases may, for a time, lower the wage and price
rises traditionally associated with a given rate of
unemployment. Since unemployment rates must
be at unacceptable levels before wage demands
are restrained, it appears that guidelines are useful
as a policy tool only during the late stages of a
recession or early in a recovery.

I. Price and Wage Controls With Excess
Aggregate Demand

Economic Conditions

In February 1962, Israel devalued its currency
by 67 percent in order to re-align the official value
with market rates and to further the goal of
increasing exports and decreasing imports. Since
the economy was then at full employment, higher
exports without inflationary conditions could
occur only if restrictive monetary and fiscal
policies reduced the domestic use of resources.

! When demand exceeds supply in a full-employment
economy, supply cannot immediately be increased and
thus, prices rise to ration goods. This condition is called
excess aggregate demand.
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Similar recommendations have been made by
all national monetary commissions studying bank-
ing problems in the postwar period. These include
a Task Force of the Hoover Commission on
Government Reorganization established in 1947
by President Truman, the prestigious Commission
on Money & Credit sponsored by the Committee
for Economic Development in 1961, and President
Kennedy’s Committee on Financial Institutions in
1963. The most recent similar recommendation
was made by President Nixon’s Commission on
Financial Structure and Regulation which issued
its report on December 22. Thus, the history of
recommendations of national study groups has
been consistent. A uniform set of reserve re-
quirements should be imposed on commercial
banks.

This remedy of equal reserve burdens seems
quite simple and obvious. So why has it not been
accomplished? The plain answer is that most
bankers prefer the present structure. Obviously,
nonmember banks oppose any equalization that
would cause them to lose their present advantage
of lower effective reserve requirements. In addi-
tion, many large member banks fear that they will
lose correspondent balances if uniform reserve
requirements are imposed. But the decision on the
equalized reserve requirements should be made in
light of the benefits to the Nation as a whole, not
on what the impacts might be on specific banks.

Conclusions

Our fragmented banking system is the reflec-
tion of two hundred years of historical accident
and political compromise. It is not the kind of
system which anyone would construct if he were
working with a clean sheet of paper. Nevertheless,
despite its flaws, the system has, thus far, served
the American public well. My concern is not to
turn back the pages of history, but to avoid the
further fragmentation of the banking system in the
future.
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There are three powerful forces currently work-
ing to further fragment the system: first, the
growing propensity of medium-sized banks with
deposits of $100 million or more to leave the
Federal Reserve System; second, the drive by
mutual savings banks and savings and loan associa-
tions to secure demand deposit powers; and third,
the increasing ability of the large American cor-
poration to finance itself outside the usual com-
mercial bank channels. The first two of these
fragmenting forces would be dealt with if the
recommendations of the Hunt Commission on
Federal Reserve membership were adopted.

Today we are faced with the fact that, given the
rate of growth of check volume, the existing
payments mechanism probably cannot be made to
operate efficiently for more than another ten to
fifteen years. Unfortunately, as | mentioned
earlier, we also find that the fragmentation in the
banking system is creating a serious obstacle to the
modernization of the payments mechanism.
Tomorrow, we might find that our ability to
control adequately the growth of the money
supply or to accomplish other tasks given to the
Federal Reserve by the Congress may be hampered
by the fact that the jurisdiction of the Federal
Reserve extends to only a part of the banking
system — a part that is steadily shrinking both in
terms of numbers of banks and in terms of
deposits.

The idea of uniform reserve requirements for
commercial banks has been gestating since 1913.
The force of recent events suggests to me that this
is now an idea whose time has come. Bankers have
been vocal in pointing out the inequities which
exist between commercial banks and thrift institu-
tions with regard to taxation, reserve require-
ments, and interest rate regulations. I think they
now have a duty to recognize that the public
interest demands the elimination of the inequities
in reserve requirements that exist within commer-
cial banking.

Attempts at such policies were not very szlccess—
ful. Efforts to restrict imports through the
devaluation were hampered because cost-of-living
provisions were included in all contracts.? Instead
of reducing purchasing power, higher import prices
caused by the devaluation led to higher cost-of-
living payments for those whose wages were tied
to the consumer price index.> Moreover, the
government needed large sums for the absorption
of immigrants and for investment, thus leaving
little room for reductions in government spending.

In addition, monetary policy was severely
hampered by the conversion into local currency of
large private foreign exchange receipts, which
brought rapid increases in the money supply. The
Bank of Israel tried to restrict monetary growth by
raising reserve requirements in two steps during
1961: first to 58, and then to 64, percent of
deposits. Despite these higher reserve require-
ments, the money supply grew by 32 percent in
the year after the devaluation, due to the massive
conversion of funds which had been held abroad
or in foreign currency deposits. These large sums
of foreign currency assets were available because a
significant proportion of the population had
received restitution payments from the German
government as partial compensation for their
losses under the Nazis. Because of widespread
expectations of devaluation, these funds had been
built up in foreign currency accounts. In January
1962, foreign currency time deposits of the public
at Israeli banks exceeded the value of deposits held
in local currency. The conversion of these foreign
currency time deposits into Israeli pounds after
the February devaluation at the new higher
exchange rates completely swamped the central
bank’s efforts to control the money supply in
1962,

The ineffectiveness of monetary and fiscal
policies in restricting demand led the government
to try an incomes policy to control inflation. An
incomes policy seemed to be a reasonable alterna-
tive, since collective bargaining in Israel had
contributed to inflation. In Israel, bargaining takes
place between a Labor Federation, which repre-
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sents about 75 percent of the work force and is
itself the nation’s largest “private” employer, and
a Manufacturers Association, which represents at
most 40 percent of the industrial firms. Bargaining
power is thus heavily weighted in labor’s favor.*
Since bargaining has such broad coverage, its
substance at the top level has been usually
confined to a few issues, such as uniform changes
in wages and cost-of-living allowances. National
agreements covering all industries could not take
into account specific industries’ supply-demand
conditions. In industries experiencing strong de-
mand for their products or labor shortages, em-
ployers raised wages above the contract rates by
advancing the grade level of workers or by paying
for fictitious overtime. This practice is generally
referred to as wage drift. Workers dissatisfied with
national wage agreements made important seg-
ments of the Israeli economy vulnerable to wildcat
strikes.

The incomes policy announced at the time of
the 1962 devaluation was meant to contain infla-
tionary pressures under conditions of full em-
ployment. In a period of full employment, when
pressures are contained in one area, they pop
up in others. The picture emerges of policymakers
constantly scurrying to plug unexpected leaks, but
never achieving the real goal of narrowing the
trade deficit.

Incomes Policies: 1962-1964

The incomes policy passed through four phases.
The initial voluntary phase lasted almost a year

?Because inflation had come to be an accepted part
of the Israeli economic scene, all contracts — labor
contracts, interest rates on bonds and loans — had been
tied either to the consumer price index or to the dollar.

3To maintain real wages, workers with union con-
tracts receive bi-yearly wage adjustments equal to the
percentage change in consumer prices during the past 6
months times the first $200 of their monthly wages.
Accordingly, the allowance is paid on about 55-60
percent of total wage payments.

*See the supplement for a fuller discussion of the
nature of collective bargaining in Israel.

-
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Table 1
WAGE AND PRICE CHANGES UNDER INCOMES POLICIES
(Percent)
Change in Wages
Excluding Change in
Actual Change in Cost-of-Living Consumer
Year Policy Average Hourly Wages Payments' Prices
1962  Wages: Voluntary restraint 12.0% 8.0% 9.5%
Prices: No increases above
higher import costs
1963  Wages: Freeze, no increases 10.5 4.2 6.6
Prices: Freeze, no increases
1964  Wages: S percent guideline i 73 5.1
Prices: Freeze
1965  Wages: 5 percent guideline 18 14 i

Prices: Cost increases could
be passed on

1 Workers with union contracts received bi-yearly wage adjustments equal to the percentage change in consumer
prices during the previous 6 months times the first $200 of their monthly wages. Accordingly, the allowance is paid

on about 55-60 percent of total wage payments.

and coincided with a period in which no new labor
contracts were negotiated. The government hoped
to elicit union support in keeping wage increases in
line with productivity gains. The business com-
munity was asked to hold the line on prices by
absorbing higher cost-of-living payments. Compli-
ance on the price side was buttressed by govern-
ment threats to lower tariffs or remove quotas on
competing products if prices were raised by more
than the cost of higher imports. Despite these
efforts, as Table 1 shows, average hourly wages,
excluding cost-of-living payments, rose 8 percent
and consumer prices rose 9.5 percent in 1962.
Wage gains occurred mainly through wage drift,
reflecting demand pressures for skilled workers.
Wage drift increasingly undermined wage restraint
efforts by the national union leadership.

To forestall a cost-push spiral which might have
erupted when new contracts were negotiated in

1963, a freeze on wages and prices was imposed.
Unions withdrew demands for an increase in basic
wage rates when their contracts expired in late
1962 and early 1963. Cost-of-living payments,
however, were to continue. In turn, the Manufac-
turers Association again agreed that employers
would absorb increases in the cost-of-living allow-
ance without raising prices. The government, for
its part, pledged not to raise direct or indirect tax
rates in fiscal year 1963/64. The agreement thus
inhibited the use of fiscal measures as an instru-
ment of anti-inflationary policy.

Although the central Labor Federation had
agreed to the wage freeze, several member unions
demanded increases in their wage rates. Go-slow
practices and one-day warning strikes erupted,
especially among professional groups late in the
year. The wage freeze was best observed in the
public sector and by large industrial concerns.

major step in our attempts to improve the pay-
ments or check clearing system. This improvement
is needed to handle the growing flood of checks
which must be cleared on schedule to prevent
serious disruption of financial transactions.

For maximum effectiveness, most banks within
each region, nonmembers as well as members,
should participate in the regional centers. Thus the
benefits of these centers will flow both to non-
members and members. Quite naturally, member
banks question why nonmembers should have
access to the new centers when they do not bear
the reserve costs of membership. Here is a portion
of a letter I received from a member bank in this
regard:

...Our primary competition is a non-
member bank that makes a great deal of
noise about its earnings performance. With
the higher reserves required of member
banks we are at a competitive disadvantage
that can only be partially overcome by
availing ourselves of such things as the
quicker check collection services offered by
the Federal Reserve. If nonmembers are
allowed to send checks (to regional check
clearing centers) for collection as well, our
ability to partially overcome the advantage
they have is lost to us. . .

While I am very sympathetic to the concern
expressed by this member banker, as a practical
matter, preventing nonmembers from participating
in regional clearings would likely give them an
even further competitive advantage. This would
come about because many corporate customers
know that they benefit if their own checks clear
slowly. They can take advantage of clearing delays
by writing checks before funds become available in
their accounts. Therefore, if nonmembers do not
participate in regional check clearing, some of
these customers may shift their accounts from
member to nonmember banks. Thus we, in the
Federal Reserve System, are placed in an awk-
ward position due to the fragmentation of our
banking system. The establishment of clearing
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centers reduces the advantages of membership if
nonmembers are allowed to participate, but non-
members may also gain if they are prevented from
participating. It is clear, therefore, that the in-
equitable member reserve burdens are making it
more difficult for the Federal Reserve to improve
the payments system.

Remedies

Let us now turn to the subject of remedies.
Perhaps the simplest solution for removing the
discriminatory burden of reserves is to reduce the
reserve requirements of member banks so that
they are no larger than those of nonmember
banks. According to the estimates I have used
here, member bank requirements on demand
deposits would have to be lowered to around 6 or
7 percent to achieve equality with nonmember
banks. The System now has the legal right to
reduce requirements on demand deposits of
country banks to 7 percent. Lowering of reserve
requirements would encounter several obstacles,
however. Congressional opinion is likely to be
opposed to such a large reduction. It would be
called a giveaway to commercial banks at the
expense of taxpayers. Another disadvantage is that
lower reserve requirements would loosen monetary
control to some extent, although the seriousness
of this point is in dispute. Finally, it might be
argued that the present level of reserve require-
ments which indirectly brings in substantial reve-
nue to the Federal Government is justified since
the Government has assumed a large residual risk
in underwriting the various insurance funds for
financial institutions.

If outright reduction of System reserve require-
ments, sufficient to eliminate member-nonmember
bank inequities, is not feasible, the alternative
remedy is to equalize the reserve burdens of
nonmember commercial banks. The Board of
Governors of the Federal Reserve System has
requested Congress at every recent session to have
its reserve requirements apply to all insured banks.
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from banks. State laws, in turn, allow balances due
from banks to be counted as legal reserves. The
volume of checks in process of collection has risen
in the postwar period as the turnover, or rate of
use, of checking accounts had tripled. These
uncollected items which nonmembers can count as
reserves now amount on average to about 8
percent of demand deposits.

Of course, not all the reserves of nonmember
banks are fictitious. For normal operating needs,
nonmembers have to maintain collected balances
at correspondents. As a rough estimate, these
collected balances amount to 6 percent of demand
deposits. In addition, nonmembers hold around 3
percent of demand deposits in vault cash. These
percentages add up to 17 percent of demand
deposits — 8 percent uncollected balances, 6
percent collected balances, and 3 percent vault
cash. What is significant is that nonmembers
generate this volume of countable reserve items in
the normal course of business. Therefore, reserve
requirements as high as 17 percent represent no
effective burden on nonmember banks because
none of their funds need to be set aside specifi-
cally for reserve purposes. Only two states have
reserve requirements exceeding 17 percent; Alaska
and Louisiana both require 20 percent.

Let us compare the situation of small member
banks. They do have to set aside assets just to
meet reserve requirements, and they must be in
the form of vault cash or collected balances at
Reserve Banks. We estimate this extra reserve
burden to be about 7 percent of demand deposits,
calculated as follows: Their stated reserve require-
ments are 13 percent of demand deposits. From
this we can subtract their necessary operating vault
cash of 3 percent which can be counted as
reserves. In addition, member banks require fewer
services of their correspondents so they can hold
smaller collected balances with them. On average
this reduces the reserve burden of member banks
by another 3 percent, leaving them with an
effective reserve burden of 7 percent of demand
deposits.

16

This extra 7 percent burden of reserves trans-
lates to about 6-7 percent reduction in member
banks’ net earnings after taxes. (Although nor-
mally a reduction of 7 percent in total earnings
would lead to a greater percentage reduction in net
profits, allowance has to be made for the fact that
demand deposits account for only two-thirds of
the net earnings of banks and part of the reduced
earnings are offset by reduced Federal income
taxes.)

I would like to emphasize that the differential
cost of Federal Reserve System requirements has
been rising in the postwar period. First, as I noted
earlier, the turnover rate of checking accounts has
tripled which also triples the relative volume of
bank float. Nonmembers classify this float as
balances due from banks and have increasingly
used these fictitious balances to satisfy their
reserve requirements. Second, interest rates have
risen substantially, and obviously this increases the
cost of holding non-earning reserve assets. As a
result there had been continual attrition from
membership in the Federal Reserve System.

In the decade of the 1960’s, the number of
member banks declined as a percentage of total
commercial banks from 46 percent to 42 percent.
Member bank assets as a percentage of total
commercial bank assets declined from 84 percent
to 80 percent during the decade. Of the 1,308 new
state chartered banks organized since 1959, only
50 (or less than 4 percent) chose to join the
Federal Reserve System. These are trends which,
sooner or later, will have to be checked if we are
to retain an effective central banking system in the
United States.

Impact of Regional Clearings

Moreover, I am afraid that a new development
may have a bearing on the membership problem
during the coming years. This is the establishment
of the Federal Reserve System’s new regional
check clearing centers in a number of regions
throughout the country. These centers constitute a

Despite labor unrest, the freeze was effective in
lowering wage increases, excluding cost-of-living
payments, to 4 percent, half the rate of the
previous year. When cost-of-living payments are
included, however, average hourly wages rose 10%
percent in 1963.

A “Price Headquarters,” directed by the
Finance Minister, was set up in 1963 to check
price increases through administrative measures.
The Finance Minister threatened manufacturers
who raised prices with a relaxation of import
restrictions, a cut in government sponsored loans,
and a rise in excise taxes on their products. These
threats were quite effective in controlling indus-
trial prices because manufacturers were heavily
dependent on these official benefits. In some cases
price increases were also checked by increasing
subsidies or reducing customs duties.

Such measures, however, did not affect the
prices of services and housing, which are not
exposed to foreign competition. Rising prices in
these sectors were the main factors underlying the
6% percent increase in consumer prices in 1963.
The extreme variations in price movements are
shown by a 0.5 percent increase in manufactured
consumer goods between December 1962 and
December 1963, while housing prices rose 28%
percent and services prices rose 5 percent.’

The freeze was followed by a policy calling for
moderate wage increases. The government had
wanted to continue the freeze on wage rates in
1964, but could not gain union support. As a
compromise, a guideline of a 3 percent increase in
basic wages was accepted to reflect productivity
gains. It was assumed that promotions and senior-
ity would raise wages another 2 percent on
average. In practice, this official guideline consti-
tuted the minimum, and not the ceiling, when new
wage rates were negotiated.

The coup de grace of the incomes policy came
in 1965 with the government’s wage settlements
with public employees. Elections scheduled for the
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fall of 1965 undermined official resistance to
unusually large wage demands. As soon as the
government granted substantial pay increases to
one group of public workers, it was faced with
demands from other public employees for similar
increases to maintain parity. Thus, despite the
original budget plan to raise public employees’
wages by only 3 percent in fiscal 1965/66, hourly
wages in the public sector soared 24 percent.

In late 1964 and early 1965, demand pressures
and labor cost increases finally broke the price
freeze. While industrial prices had risen by only
0.3 percent in the first half of 1963 and by 1.8
percent in the same period in 1964, they rose by
3.6 percent in the first half of 1965. Government
policy shifted in 1965 from trying to prevent any
increases to keeping price rises within the limits
justified by increased costs. This entailed compli-
cated examinations and audits and left ample
room for negotiations between producers and the
government.

Detrimental Effects of Price Controls

While the danger that controls may be unfair to
particular groups is well known, the danger that it
can distort the economic system, with subsequent
painful re-adjustments, is less obvious. In Israel,
price controls increased the trade deficit and led to
the overexpansion of the construction sector.
Furthermore, speculative overbuilding was instru-
mental in bringing on the severe recession of 1966.

The effectiveness of price controls in the
industrial sector created the illusion among policy-
makers that inflationary pressures had been con-
tained. In fact, excess demands were expressed
through a rapid increase in imports and a diversion

*There is little rental housing in Israel. Virtually all
apartments are owned by their occupants. Under these
conditions, it was impossible to freeze the prices of homes
and apartments when demand for new apartments was
rising rapidly. Older rental housing has been under rent
control since the beginning of World War II.
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of exports to domestic consumption. Price con-
trols led to a rise in the trade deficit in two ways.
First, without price controls, rising domestic prices
would have absorbed much of the excess purchas-
ing power which resulted in a larger volume of
imports. Second, variations in the effectiveness of
price controls caused a decline in the quantity of
goods exported. Prices of industrial goods rose
much less than those of consumer services, increas-
ing domestic demand for manufactured goods.
In industrial goods the volume of exports slowed
since it depends on the difference between
production and home demand.® The proportion of
total industrial output allocated to exports fell
during the period 1962-1965, after having risen
rapidly in the years from 1958 to 1962. The use of
price controls, rather than restrictive monetary
and fiscal policies, to stem inflationary pressures
thus completely undermined any effect the
devaluation could have had on expanding exports.

Price controls in the industrial sector made
noncontrolled areas, like construction, relatively
more attractive investments. Thus, at the same
time exports were being diverted to domestic
consumption, private investment funds were at-
tracted away from industry to construction. While
data on profits by economic sector are not
available, the behavior of private investors
indicates that price controls were squeezing
industrial profits at the same time that they were
creating a real estate boom. This can be seen both
in the stock and loan markets. Construction and
real estate firms were able to raise twice as much
money through new issues of common stock as did
industrial firms in 1963 and 1964. This was a
sharp change from the trend of previous years,
when industrial firms had enjoyed a substantial
advantage.

Construction companies were also able to ob-
tain an increasing share of loanable funds outside
of traditional bank credit. Loan rates at commer-
cial banks were kept below market rates by a
maximum interest rate law. This, in addition to

6

high reserve requirements, produced a market for
credit outside the traditional banking system. The
commercial banks guaranteed bills and promissory
notes in return for an average commission of about
4 percent. While the maximum interest rate banks
could charge on regular loans was 11 percent, the
rate for bill brokerage credit was about 15-16
percent for prime risk borrowers. By the end of
1964, the total amount of promissory note credit
had grown to 30 percent of outstanding bank
credit, with the construction industry obtaining a
major portion of its funds from this market.

The speculative boom in construction finally
ended abruptly in 1965 when it became clear that
there was no market for the large and growing
stock of dwellings, plants, and offices. The sharp
drop in construction coincided with the initiation
of restrictive monetary policies and cutbacks in
government financing of development projects and
of immigrant housing construction. These actions
precipitated a major economic recession, with
construction being the most severely depressed
sector. As unemployment rates rose to 12 percent
in early 1967, construction employment dropped
by more than a third. Banks which had lent
heavily to the construction industry through the
bill brokerage market suffered large losses as
builders went bankrupt. Three of the 25 commer-
cial banks failed in 1967 as a result of the defaults
on bills they had guaranteed.

The Israeli experience demonstrates that in-
comes policies cannot replace restrictive monetary
and fiscal policies under conditions of excess
demand. If demand pressures cannot be expressed
in an unrestricted pattern of higher wages and
prices, they will find an outlet in equally undesir-

6 Tariff protection has enabled prices in the domestic
market to remain above world prices. Domestic pro-
ducers, whose costs are also often above those of foreign
producers, maximize profits by selling primarily in the
protected home market and selling only their marginal
output abroad.

issue of who had the power to charter and regulate
banks, the Federal or State governments? Despite
the silence of the Constitution on the subject of
banking, in 1791 the Federal Government granted
a 20-year charter to the First Bank of the United
States. When the charter expired, S years of debate
followed before a second charter was granted. The
Supreme Court, in the case of McCulloch vs.
Maryland, finally decided in 1819 that Federal
chartering was constitutional. Nevertheless, when
the second charter expired in 1836, President
Jackson vetoed its renewal. Thus, bank chartering
and control were left by default to the states with
some unfortunate results, among them the spread
of wildcat banking.

With the passage of the National Bank Act in
1863, the Federal Government re-entered the bank
chartering field. In an attempt to force state banks
to change to national charters, the Congress
imposed a 10 percent tax on state bank notes in
1865. State banks, however, gained a new lease on
life when demand deposits began to be used
instead of bank notes, and the dual banking
system became firmly established.

The next legislative opportunities for equalizing
reserve requirements occurred with the Federal
Reserve Act in 1913 and the establishment of the
Federal Deposit Insurance Corporation in 1935.
The framers of the Federal Reserve Act proposed
to have System reserve requirements apply to all
commercial banks. However, they had to abandon
their plans as political opposition to universal
membership threatened to defeat the reform legis-
lation in its entirety. In the case of Federal
Deposit Insurance, the initial act of 1933 specified
that after an emergency period the insurance
would only cover member banks and very small
banks with less than $1 million in deposits. After
two extensions of the deadline for joining the
System, the limitation of insurance coverage to
member banks was abandoned in 1939. Thus,
today, we are still saddled with a situation in
which banks can choose a lower level of reserves
than that required by the Federal Reserve System.
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Reserve Requirement Costs

At first glance System reserve requirements
would not appear to be burdensome. In most
states the nominal reserve percentages are not
much different from those required by the Federal
Reserve System. Of the 50 states, 36 have reserve
requirements on demand deposits which are either
higher than System requirements for country
banks or not more than one percentage point
lower.

The differential in reserve requirement cost
burdens arises from differences in the types of
assets that may be counted as reserves. Member
banks have to meet their requirements only with
vault cash and reserve balances at Federal Reserve
Banks. Nonmember banks have more options in
meeting their requirements. In ten states they can
use interest-bearing U.S. Treasury and state securi-
ties to meet at least part of their requirements.
Such assets represent no cost burden at all since
they are normally held by banks as investments. In
the course of my discussion, therefore, I will
exclude from my reserve burden calculations that
portion of a reserve requirement which can be
satisfied by holding interest-bearing securities.

Another item which can be counted as reserves
by nonmember banks is demand balances due
from banks. These balances are composed of two
parts, collected and uncollected, and the dif-
ference between them is quite important in analyz-
ing cost burdens. Uncollected balances — also
called bank float — consist of checks in the process
of collection. These are checks that a bank has
sent to its correspondent for collection or pay-
ment and that have not yet been charged to the
account of the drawers of the checks. These
uncollected balances are essentially fictitious assets
because the funds or reserves that they represent
are still lodged in the check drawers’ banks.

Although uncollected balances are phantom
assets, current accounting practices permit non-
member banks to classify them as balances due
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The Need for a Uniform System
of Reserve Requirements

An Address by Frank E. Morris
President, Federal Reserve Bank of Boston
Before the Sixth Annual Commercial Bankers Forum
University of Miami, January 14, 1972

In recent months we have had the unhappy
experience of talking to two relatively large
member banks who had decided to leave the
Federal Reserve System. One was a bank with over
$100 million of deposits, the second largest bank
in Vermont; the other was a Connecticut bank, the
eighth largest bank in that state, with over $200
million of deposits. In both cases, these banks have
had close ties with the Federal Reserve Bank of
Boston. The senior officer of one bank had been
on our Board of Directors for many years. The
senior management of the other bank had a long
and cordial working relationship with our organi-
zation. Nevertheless, both banks reluctantly with-
drew because of the cost of member reserve
requirements. This trend (and it is not confined to
New England) carries with it a serious threat to the
ability of the Federal Reserve to carry out its
central banking responsibilities.

In considering this problem, I have reviewed the
entire problem of System membership. I started
out by asking this question: Why are commercial
banks in the United States given the option of
having (a) minimal or non-existing reserve require-
ments if they are nonmembers, or (b) a substantial

The views expressed here are the personal views of Mr.
Morris and are not to be ascribed to the Federal
Reserve System. Robert Eisenmenger, Paul Anderson
and Parker Willis participated in the drafting of this

paper.
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reserve requirement burden if they choose to be
members of the Federal Reserve System?

The answer to this question has its roots far
back in our country’s history, beginning with the
drafting of the Constitution in the 1780’s. Al-
though three commercial banks were in operation
in this country at the time of the Constitutional
Convention in 1787, a great many legislators felt
that banking had no place in our new democracy.
Agrarian leaders felt that banks, being controlled
by the commercial interests of the cities, would
inevitably operate to the disadvantage of the
common man. For example, in 1784, the Pennsyl-
vania Legislature appointed a blue ribbon com-
mittee to investigate the operations of the Bank of
North America, the first bank organized on this
continent. The committee was requested to find
out if this bank was “compatible with the public
safety and that equality which ought ever to
prevail between the individuals of a republic.”” As
a result of this type of controversy, the framers of
the Constitution deleted all mention of bank
chartering or bank regulation from that document.
They feared that the mention of the word “bank-
ing” in the Constitution might doom the entire
document to defeat.

Gradually the sheer necessity for banking led to
its acceptance. Then the controversy shifted to the

! Horace White, Money and Banking, (Boston: Ginn &
Company, 1935), p. 397.

able ways. In the Israeli case, there was a rapid
inflation and overexpansion of the construction
sector and a sharp deterioration in the trade
balance.

I1. Price and Wage Controls With Less
Than Full Employment: 1966-1969

Economic Background

The failure of the incomes policy either to
control wages or to direct output toward exports
forced the Israeli government to use restrictive
monetary and fiscal policies to restrain aggregate
demand. After the October 1965 elections, the
government announced a ‘“‘slowdown” policy
which, like the U.S. economic “slowdown’ policy,
was expected to facilitate the necessary transfer of
resources to exports and to restrain wages and
prices. The Israeli economy peaked in the first
quarter of 1966, and the recession reached a
trough in the spring of 1967.

Two-year wage agreements, however, were
scheduled to be negotiated in Israel early in 1966,
before the effects of the recession were evident.
The government supplemented its restrictive mon-
etary and fiscal policies with a wage policy. It
urged the unions to freeze wages for white collar
workers and to keep wage increases for factory
workers below 5 percent in 1966. The unions,
however, negotiated contracts based on the infla-
tionary conditions of the previous year. In addi-
tion to cost-of-living adjustments every 6 months,
the new contracts called for gains of 5 to 10
percent in basic wage rates for 1966 and a further
5 percent boost in 1967. In January 1966,
the cost-of-living adjustment alone added an addi-
tional 7 percent to the wage bill. As a result,
average hourly wages shot up 19.8 percent in
1966. Since these wage gains were still lower than
those granted public employees in 1965, several
large groups of workers protested against the new
contracts with long strikes.
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Public Support for an Incomes Policy

There was considerable dissatisfaction among
economists with the government’s economic poli-
cies. Don Patinkin, the country’s leading econo-
mist, publicly chastised the government for not
cutting expenditures and for not having taken a
stronger stand on union wage restraint. Soon after
the new union contracts went into effect, the
faculty of the Hebrew University, the nation’s
leading university, attempted to mobilize public
support for wage restraint by announcing that it
would forego the retroactive payment of higher
wages if other groups would follow and if the
government would reduce indirect taxes and cut
expenditures further.” A few days later, the
faculties of the Weizmann Institute, the nation’s
leading scientific research center, and Technion, its
great technical university, expressed their support
of the Hebrew University proposal. Other profes-
sional groups soon followed. The Defense Indus-
tries’ senior staff offered to forego 5 percent of
their gross wages. Not to be outdone, the Presi-
dent, Cabinet, State Comptroller and Knesset
members waived their salary raises and cut govern-
ment expenditures further.

During February and March 1966, offers of
voluntary wage cuts from private individuals con-
tinued. Prime Minister Eshkol, in a radio broad-
cast, called on the unions to respect the public’s
fear of a wage-induced inflationary spiral and to
reduce the wage increases in their new contracts.
Governor Horowitz of the Bank of Israel was quite
heartened by the public’s response.

I do not know any other country where
thousands of people have surrendered a part
of their wages of their own free will in time
of peace.®

Although the unions never did renegotiate their

"The University faculties, like other public em-
ployees, had received a large readjustment of salary scales
in the summer of 1965 which was retroactive to April
1964.

® The Jerusalem Post, February 27, 1966, p. 8.
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contracts, by the movement’s peak in March,
about 11 percent of the employed civilian labor
force, had voluntarily waived part of their wage
increases.

Breaking the Link Between Price and Wage
Changes

Under the union contracts, cost-of-living pay-
ments, based on movements in the consumer price
index, were to be made twice yearly, in January
and in June. During the spring, the government’s
attention shifted to forcing the unions to give up
the cost-of-living increases due in July. Finance
Minister Sapir warned that an additional cost-of-
living allowance payment would cause “untold
damage to the economy.”® The left-wing members
of the government coalition attacked this proposal
as unfair to the workers, but the government
continued its criticism.

In June 1966, the Labor Federation agreed to
waive the July cost-of-living payment, but insisted
that the next cost-of-living allowance due in
January 1967 must be paid. Very low paid
workers, however, would continue to receive the
cost-of-living adjustments in the original contract,
but these would be financed by the government
through the National Insurance Institute rather
than by employers. With unemployment at 6
percent in September and rising rapidly, the Labor
Federation agreed to reduce the cost-of-living
allowance to only half of the rise in the cost-of-
living index during 1967 and 1968.

The deteriorating employment situation
affected wage rates. Wage drift, which had been so
common during the preceding boom, disappeared.
Sharply rising unemployment even forced reduc-
tions in union wage rates at the plant level.
Employees, especially in the smaller concerns,
were forced to accept wages lower than specified
in the national contracts, in order to keep their
jobs. Thus, from mid-1966 to mid-1967 the
national average of hourly wages rose by less than

be)

was called for by the 1966 contracts. While the
1966 contracts specified wage rate increases of 5
percent in 1967, actual hourly wages rose only 3.3
percent. The Labor Federation, moreover, after
negotiations with the Manufacturers Association
and the government, agreed to forego cost-of-living
payments in 1967 because of high unemployment.
In addition, the government imposed a wage freeze
on the public sector.

Rising unemployment accomplished what the
previous use of an incomes policy alone had failed
to do in the years 1962-1965. The wage/price
spiral, which had been an inherent part of the
Israeli economic climate, was broken by high
unemployment, making labor less insistent on a
complete adjustment for higher prices. High unem-
ployment also ended wage drift, which had pushed
up wages rapidly in the years 1962 and 1963,
despite no new wage contracts.

Wage Freeze During the Economic
Expansion: 1968-1969

In the period immediately after the Six-Day
War, the government was able to capitalize on its
strengthened political position and the widespread
feelings of national unity to persuade the Labor
Federation to agree to a wage freeze through
1969. The cost-of-living allowance was to be
granted only if the price index had risen by more
than 3 percent during the previous year. This
agreement added a large element of cost stability
to the economy during the ensuing expansion. It
was clear, however, that unless demand pressures
were restrained so that no shortage of labor
developed, the Federation, under pressure from its
own members, would not be able to achieve its
declared policy goal. The government, as part of
the package, agreed not to raise tax rates. While
prices were not officially frozen, the agreement to
extend the wage freeze into 1969 was dependent
upon the performance of prices in 1968.

9 The Jerusalem Post, April 17, 1966, p. 8.

be worked out. The nature of Israeli politics
usually leads to large wage increases. Mapai, in
order to retain the votes of the left-wing Mapam
Party in government decisions, is largely forced to
agree to Mapam’s wage demands in formulating
agreements with Histadrut. The balance is further
tilted toward large wage increases because Mapai is
afraid of losing votes if it allows Mapam to appear
as the workers’ champion.

In the third stage, Histadrut presents the wage
decisions to the Manufacturers Association, the
representative of the private industrial employers.
The Manufacturers Association has little bargain-
ing leverage, for not only is the government
backing the wage proposals, but the country’s
largest “‘private” employer — Histadrut — has
already accepted them. The most effective bargain-
ing position the private employers have is to
demand increased government subsidies to offset
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the higher wage costs, which they ‘“‘cannot”
afford. This puts pressure on the government to
make Histadrut moderate its wage demands, be-
cause the government cannot afford the politically
unpopular measure of raising taxes to give sub-
sidies to employers.

The fourth stage is a more recent addition
growing out of a reaction against Histadrut’s
policy of equalizing wages for all skill levels. The
highly educated rejected Histadrut as their bargain-
ing agent in order to regain larger wage differen-
tials between skill groups. The engineers and
academicians, who are largely on government
payrolls, bargain directly with the government,
usually for wage increases larger than those gained
by Histadrut. Again, the importance of votes vies
with budget deficits in determining the final
outcome.

w
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fiscal policies must first normally be applied to
dampen excess demand, as they were by the 1970
American recession and the 1966 Israeli recession,
before an incomes policy can be fruitfully used.
The fact that incomes policies eventually break
down when the economy returns to full employ-
ment does not mean that they are not useful. No

policy tool has yet succeeded in eliminating the
business cycle. Monetary and fiscal instruments
only moderate its swings. If an incomes policy
helps in doing that by reducing the rate of
inflation and the amount of unemployment during
the early stages of a recovery, then it can be a
useful policy tool.

Supplement:
The Structure of Labor Negotiations in Israel

Unlike American trade unions, Histadrut (The
Labor Federation) was not set up as a labor union.
It was a political-economic institution established
in 1920 with the utopian purpose of creating a
new worker-oriented society. As such, it founded
kibbutzim (collective farms), organized businesses
to employ Jewish labor, established a workers’
school and a national health organization and
represented the urban workers through labor
unions. The anomaly of Histadrut is sharply
apparent in its being both Israel’s largest “private”
employer and the labor union which represents
most Israeli workers.

Bargaining between the government and
Histadrut over wages is a complicated affair.
Histadrut leaders are chosen for their offices by
their respective political parties on the basis of
their parties’ strength in the Histadrut elections.
The political parties present lists of candidates for
all Histadrut posts, from local union steward to
Secretary-General of Histadrut. Members vote for
their party’s list, not for individuals. Under the
system of proportional representation, the power
structure of Histadrut reflects the power of the
different political parties. For example, just as
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Mapai is the dominant member of the present
coalition governing Israel, its members hold the
dominant positions within Histadrut.

To a certain extent, Histadrut acts like a
company union, but one which cannot make too
many sweetheart contracts with its employer for
fear of losing control over its constituency and
being faced with wildcat strikes. It is fair to say
that when Histadrut bargains over labor matters
with the government, it is not a completely
independent agent, since both the government and
Histadrut leaders were chosen by the same politi-
cal “bosses.” For example, if a Histadrut executive
were too independent of the party line, he would
not be placed on the party’s list in the next
election.

The bargaining process takes place in four
stages. First, each political party determines its
own national wage policy position. Then, in stage
two, the government officials meet with Histadrut
executives. If there were a majority party in Israel,
there would be little bargaining, since both the
government and Histadrut would present the same
party platforms. Since the Israeli government is a
coalition government, however, compromises must

January/February 1972
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Table 2

ESTIMATED AND ACTUAL CHANGES IN
WAGE RATES IN ISRAEL, 1966-1969

(Percent Change)
Actual Estimated
Year Wage Changes Wage Changes
1966 19.8 7.5
1967 3.3 49
1968 0.3 4.2
1969 352 72

a The percentage equivalent of the standard error for the log equation shown in the footnote below is 0.68.

As the chart shows, wage and price increases
from 1967 to 1969 were the lowest of the 1960’s.
Average hourly wages rose at an average annual
rate of only 2.2 percent over the 3-year period.
In 1968, the first year of the wage freeze, wages
edged up only 0.3 percent. Consumer prices rose
only 2 percent from the end of 1966 to the end of
1968. During the first half of 1967 the price level
actually fell.

Measuring the Effects of the Incomes Policy on
Wages: 1966-1969

It is important to determine whether high
unemployment rates or the incomes policy, but-
tressed by unusual national unity, was responsible
for the lowering of wage demands. This can be
done by comparing actual wage increases with
what wage gains would have been in the absence of
an incomes policy. By estimating the relationship
from 1957 to 1965 between wage changes and
changes in unemployment rates and prices, we can
forecast expected wage increases in the years 1966
to 1969 if there had been no incomes policy.
These forecasted wage changes are compared with
actual wage gains in Table 2. Any significant
differences between the actual and estimated
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values can then be attributed to wage restraint
induced by the incomes policy."®

As Table 2 shows, in 1966 the actual rate of
change of money wage rates was far higher than
would have been expected on the basis of eco-
nomic conditions. The recession did not have an
immediate impact on wages, because the new wage
agreements negotiated in late 1965 were based on
the inflationary conditions of the past few years.
As a result, wages including cost-of-living pay-
ments, soared 20 percent early in 1966, despite

19 Annual data for 1957-1965 were used to estimate
the regression equations. The index of hourly wage rates,
including wage drift, provided a measure of the rate of
change of money wage rates (W). The rate of change in the
consumer price index (P) was used as the indicator of the
price variable. By taking the absolute changes in the
unemployment rate (U) and prices as (U - Ug_q) and (Py -
Pt_l), a 6-month lag is in effect introduced into those
variables,

The form of the estimated relationship was:

loth=a+blogUt+clogi’t
or Wt = ﬁ‘l (I"tc), with b expected to be negative
The estimated relationship was:

log Wi =.98 - .62 Uy + .48 Py

with t ratios (2.05)  (3.76)

R?=0.87 S.E.=.083 D.W.=1.85

official calls for wage restraint and rising unem-
ployment during the year. All of the rise in wages,
however, occurred during the first half, and most
in the first quarter, of 1966.

A comparison of the actual and estimated rates
of change of money wage rates for the next 3
years, 1967-1969, indicates that the actual rate lies
significantly below the predicted rate, particularly
during the latter 2 years, when a freeze was in
effect. Incomes policies during the last 3 years of
the period had an effect on wages over and above
the effects of restrictive monetary and fiscal
policies. The incomes policy in this latter period,
when it was fighting a cost-push inflation during
the closing months of a recession and during the
ensuing economic recovery, must be regarded as a
success. Part of its success during the economic
expansion must, of course, be attributed to the
powerful political position enjoyed by the
government and the unifying national feeling
which followed the Six-Day War.

I11. Implications for the Current U.S.
Incomes Policy

Israel’s experiences with incomes policies sug-
gest that the Nixon Administration introduced its
policies under the most opportune conditions. A
desirable situation in which to use an incomes
policy is when current union wage demands are
based on the rapid price rises of a previous period,
while present high unemployment and reduced
demand create market forces working to moderate
price rises. In this situation, government curbs on
wages and prices can then speed the adjustment to
the new market conditions and may actually lower
the rate of inflation beyond that usually associated
with the current level of unemployment. Restrain-
ing wage gains may also prevent the higher unem-
ployment that might be created by rapidly rising
wages in a period of weak demand. The Israeli ex-
perience, however, indicates that curbs on incomes
will only be accepted by unions and the public af-
ter unemployment has risen to fairly high levels.
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An incomes policy imposed when unemploy-
ment is very low is moving counter to market
forces, rather than strengthening them. Wages and
prices rise in periods of full employment because
firms are bidding for resources from each other.
The rising wages and prices are serving as market
instruments to allocate scarce resources. In this
case, an incomes policy which tried to lower the
rate of price and wage increases would be
attempting to keep wages below equilibrium
market rates. Incomes policies work best when
they are trying to bring expectations, which have
been raised by past inflationary conditions, back
into touch with current market conditions.

Could the Nixon Administration have used an
incomes policy to control inflation in 1969 rather
than the policy of gradualism — reducing govern-
ment spending and the growth rate of the money
supply — which brought on the American reces-
sion of 1970? Israel’s unsuccessful attempt in the
early 1960’s to use an incomes policy — rather
than restrictive monetary and fiscal restraints — to
control excess demand pressures, indicates some of
the problems that arise when an incomes policy is
adopted before there is substantial unemployment.
The acceptance by labor leaders of wage guidelines
under these conditions does not ensure that wage
gains will remain within the guidelines. Even in
Israel, where the ties between organized labor and
the government are much closer than those be-
tween American labor organizations and the
Federal Government, the supply-demand condi-
tions created by the rapid monetary growth and
government spending led to wage payments far
above the guidelines. In addition to Israel’s
experiences, during the 1960’s the United
Kingdom, the Netherlands, Sweden, Denmark,
France, West Germany and Italy all unsuccessfully
turned to incomes policies to curb wage demands
during inflationary periods created by excess
demand pressures.'’ Restrictive monetary and

''See Lloyd Ulman and Robert Flanagan, Wage
Restraint: A Study of Incomes Policies in Western
Europe, University of California Press, 1971.
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(c\q ; 9 November, 1971

Mr. J. Gruss,
Gruss &% Co.,

55 Broad Str.,

New York, N,Y. 10004,
Mo 2 85 AL

Dear Mr. Gruss,

I have received a copy of your letter
dated 21 October, 1971 addressed to Prof.
Dworecki and have asked Mr. G. Lahav the
Director General of the Ministry of Commerce
and Industry to follow the development of
the project.
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October 21, 1971

Prof. A. Dworecki 1° 31 X 197
27, Ben Maimon Street
Jerusalem, Israel ‘i’ .

Dear Professor Dworecki.

Reverting to our recent conversation in Jerusalem, enclosed please
find photocopy of a letter dated October 20, 1971 from, Mr. Myron
P. Berman, Presisdent of Saxon Industries, Inc., together with cat-
alogs and their 1970 Annual Report, all of which are self-explanatory.

Mr. Berman was very cooperative with the idea of building a Plant in
Jerusalem, or any other place, but, subject to a thorough research
being conducted locally in order to ascertain whether their products
fit-in commercially with the State of Israel.

Therefore, at your convenience, plaase make a study and let me know
whether I should pursue the matter further,

Helpful to this situation can be an old friend of mine from Poland, Eng.
J. Lowenstark in Tel-Aviv.

Saxon Industries is a medium sized corporation with -$230 million in

yearly sales and, therefore, I think that it would be worthwhile investi-
gating the matter,.

Thanks, regards
: ¢ Sincerely yours,

JSG:PL Joseph S, Gruss
Encs.

cc: Mr. Pincus Sapir

Mayor Teddy Kollek

Eng. J. Lowenstark (64, Bilu Road, Tel-Aviv)
THE




Executive Offices’

{ \, SAXON IDUSTRIES. INC 450 Seventh Avenue

N €ty \ A/\ :\a M\D\Jb I Ba == § . New York, New York 10001
, Vi G

| \\_J/ : (212) 736-23663
‘ ' Cable: SAXONINDS NEW YORK

October 20, 1971

Mr. Joseph S. Gruss
‘ Gruss & Co.
55 Broad Street
| ‘ New York, New York 10004

Dear Mr. Gruss:

Report plus a number of pieces of material which indicate the

Enclosed you will find our most recent Annual
product line of our Ponda Division.

It would seem to me, from what I have personally
been able to observe, that this could be a most desirable item.

Upon hearing from your people in Israel, we will
be happy to engage in further conversations.

Very truly yours,

A
/
4 )
//;'l / .7/,7? 7
Pupon S e is
/

My:,c{h P. Berman
President

Enclosures
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Ve want an agreement for permanent associsation,
not for a fixed period.
We are prepared to go as far as a full Customs Union.

#“ith respect to the .ssociation arrangements and the
transition period, the following would bde our wishes :

a) The transition period would be different for the
two partners j

b) %e would be willing to bese ourselves on the
pattern of the agreement with Greece.

¢' Ve would not insist that the traneition period
be the same as in the cese of Greecej we would de
prepared to agree to a somewhat shorter period.

HPORTSE

Ter the purposes of the necessary t riff adjustments
during the transition period, the wvarious products would
have to be divided to five categories

a) Itema exempt from duty in Israel, where the common
external tariff (?.7.C.) is higher than 0%,
For these items we would be willing to adjust our
tariffe (towards third countries) to the T.K.C.
within a fairly short period, which to a certain
extend would depend on our obligations under the GAIT,

b) Items which are subject to duty in Israel but were
there are no problems concerning the protection of
local industry. For these we would be willing to
adjust our tariffe fairly rapidly to the T.4.C. and
to eliminate our duty at the same time vis-d-vie
the Community.

.Q/..




¢) Items where local production would require some
protection. Por such items we would wish a longer
period of adjustment, and the right to extend
this period for some items not exceeding 10¥ of
domestic production of all items in this category.

d) Sensitive iteme where we would require a long
period of transition, Here too we wish to retain
the right for further extensions up to 25¢ of all
items in this category.

e) Products as yet not being produced in Israel.
We would wish to have the poseibdility to protect
infant industries, if established for such products,
for a transition period of 7 to 15 years.

V) In respect of quantitative (adeinistration) reetrictions 3

a) We would undertake not to restrict items slready
liveraliced.

b) Existing import rectrictions to be removed vis-b-vis
of the Community at the rate of 1% during a transition
period of 7 years.

¢) Import reatrictions vie-hevie of the Community on
sensitive items to be removed within 1% years. If
rejuested we would be willing to fix for those itens
special quotas for the Uommunity.

d)¥e would wish ‘o retain the right to protect infant
industries through import reatrictions for a period
of up to 5 years.

Vi) HNofi-commerocial restrictions.




BXPORTS

VIl ) As soon as the Asspciation Agreement is ratified,
we would wish to be accorded some concessions,
as are applied within member itates.

VIII) All these proposals concern only industrial products.
The regime for agricultural products will depend on
the arrangemente agreed upon in that field.

IX ) ¥We have no specific text concerning escape clauses.
we would not ask for wider clauses than those
contained in the Agreement with Greece.
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ESTIMATES OF IHMPORTS AND EXPORTS

1/PORTS

A) E:d we been associsted imports from the Community ould

B )

¢)

ve been of the order of £ 300-400 million.

1) We have not taken into account how far local products
would be replaced by imports. It is difficult to give
an estimate.

2) We have assumed that were the T.%.0. is 5¢ or lees, no
purchases would be diverted to Community sources.

3) Ve have not taken into account goods which pass through
Comrunity countries in traneit : coffee, tea, natural
rabber,

4) For products of renown value, such as Swiss watches, we
have assumed that there would be only insignificant
diversions.

5) For other products, such as industrial equipment, we
have assumed that there would only be partial diversion.

The estimate for 1971 ies based on the above assumption and

on an estimate volume of imports of § 1,25 billion, as
compared to § 835 million in 1965. It is reasonable to assume
that with the passage of time diversion will increase. The
figures quoted can therefore be considered conservative.

EXYORTS

Industrisl exports are estimated to amount to approximaly
¢ 800 million in 1971.

oo/oc
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1)

2)

3)
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This estimate is based on a micro-economic model,
which takes into consideration the level of
domestiec consumption, the level of employment, the
level of investments and inerease in productivity.

This is a first estimatej it will require extreme
efforts to meet the target.

The eatimate is made on the assumption that we

would be associated to the Community, snd that 30-40%
of exports would be sold on the markets of the
Conmunity countries, i.e. as if sold on the domestie
market (as explained in my opening statement).

If these conditions will n t be obtained and omr
exports to the Community will not increase as
estimated, this will effect not only exports to
third countries, but will undermine the economic
basie of all branches of industry, which already
exist, or which will be established.



BUROPEAN PR § = Traffic de perfectionnement

1) -

It must be remembered that our p oposals concerning
European products (traffic de perfectionnement) were

submitted when we were 8till seeking non-discrisinatory

arrangements. There mere submitted 5 years ago.

Since then it has become clear to us, and I think
also to you, that thie could have been a paliative,
and cannot be considered a valid solution of the
problem, For this reasons we cannot at this stage
accept any proposal in this respect.

If we consider a discriminatory alternative of
Buropean products (traffic de perfectionnement), we
find that under-the present system enforced in the
Community, it would be quite uneffective., Even if we
were to revert to our original proposal, which was
rejected by the Community, namely imposition of
Custome duty only on the added value and not on
direct and undirect inputs, such as raw materials,
cost of equipment, fuel, know-how, etc. even then it
is clear that this would not be a solution.

The cholce of products would be limited and what
ie more imyortant, a matter of chance and it could
not meet our efforts towards specialization and
proficiency-
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STATE OF ISRAEL

MINISTRY OF COMMERCE AND INDUSTRY
PLANNING DIVISION INVESTMENT AUTHORITY

THE MANUFACTURE OF EQUIPMENT FOR THE CHEMICAL INDUSTRY
AND DIRECTIONS OF DEVELOPMENT

Tel Aviv,
August, 1967



INTRODUCTION.

The purpose of this survey is <o examine the situation in the
jndustries which msnufacture or are capable of manufacturing equipment for the
chemical industry, o determine to what extent they are capable of supplying

the needs of the local industry and what steps should be teken to develop exports.

DESCRIPTION OF THE INDUSTRY

The industry combines a number of branches which are sometimes
only remotely connected, The industry does not turn out a series of related pro-
ducts as one is accustomed to see in other industries, The raw materiais, preduc-
tion methods, degres of specializatiorn and products of some of the branches
differ from those of others. What unites them is their common market - the

chemical industry.

A considerable part of these products are not unique to the

chemical industry but have widespread uses in other sectors also.

The production processes performed by these products incluﬂe
flucride injection, heat transfer, evaporation, distillation, absoprtion,
extraction, hydration, dehydration, mechanicsl separation, mixing ¢ -ansports-
tion of materials, cooling and crystalization. Thess processes are carried
out by combinations of units of various sizes and types including pumps,
bellows, heat exchangers, svaporators and condsnsb¥s, heat transporting
rods, mixers, reactors, delgying and storage tamks, equipment for trans-

porting sclids, equipment for diminution of siz=y separating equipment, stc,




The factor which most characterizes the equipment is its broad
range of variabjlity and lack of standardization. In most cases the equipment
has to be tailormade to fit the process. The only products in which partial
standardization, and hence series production, are possible are pumping acces-

sories, bellows, and small central points of water.

In Israel the industry tends to stress the "service" branches
such as piping, pumps and bellows rather than processing equipment which is

more complex in nature and requires technical and processing know-how.

The industry includes some fifty plants in Israel which employ
some 2,200 workers, about half of whom are engaged in direct production work.
The turnover is between 23 - 27 million a year. Of this amount some 10 million
is accounted for by the products included in the survey. Production is at less
than fifty percent of capacity,_ﬁith the unused potential being especially
noticeable in those areas where one-time, speci#l purpose orders rather than
series production are the rule. The worker's skill level is high, and there is

an additional manpower reserve capable of meeting the requirements in the event

of expansion.

The market potential, based on present plans for chemical and

petrochemical plants in Israel, is estimated at over 6 million annually.
This figure does not include stainless steel products, water treatments,

heat exchangers, filters and rubber plating.

The import of equipment shows a clear trend downwards - the

total for 1966 was 3 million, as compared with 8.5 million in 1963,




A considerable part of this drop was due to the replacement of imports by
locally manufactured items which succeeded in meeting the customers' speci-

fications. Exports, on the other hand, are extremely limited.

Wages for production work in the plants surveyed varigd
between $1.20 and $2.30 an hour, depending on the worker's professional level.

The wages are reasonable as compared to those in developed industrial countries.

Most large chemical projecte are turnkey jobs in which all
stages of planning and development are given over to the plamnning companies,
which are directly responsible to the customer. Thés %t he best way to sell
equipment is by way of plamning. The planner has charge of all the various
stages of construction of the plant, and it is he who decides the nature and

make of the equipment, and who to buy it from.

The presgnt shortcomings of the industry lie not in the
quality of the products or even the price levels, but rather in the limited
market and failure to reach outside markets. The result is wasted production
potential and lack of opportunity to lower prices as a result of transfer to
conditions of marginal production. An increase in production will enable the
majority of the plants to lower prices by 20%. Raw materials on the average
count for 30-40% of the value of the finished product, while the wage component,

relatively high for Israel, permits competition with industrial countries in

America and Europe.




DIRECTIONS OF FUTURE DEVELOPMENT FOR THE INDUSTRY

As we have already pointed out, the way to develop exports is through
sales within the framework of an entire project. Hundreds of such
projects, worth some $10 billion annually, are being erected each year
throughout the world. Israel has development plans which include the
chemical complex at Arad, the refineries at Ashdod, sea water desalination
and nuclear generating plants. Likewise Israel possesses technical know-
how in the planning sphere, and has at its disposal skilled labor of a
satisfactory productive capacity. Thanks to these, we enjoy a good re-
putation in this field in many of the Asian and African countries - a
reputation which has not been sufficiently capitalized upon. We call upon
the planning companies of internationsl repute to participate in setting
up a central organization in collaboration with the Government, industry,
and the Israeli planners. The purpose of this organization will be to keep
tabs on the development of chemical snd petro-chemical products in various
countries, to collect information on markets and tenders with the aid of
the Israeli commercial attachés, and as a result, to sell planning servi-
ces and equipment directly or on a subcontract basis. The organization
will also acquire kmo w-howfor interestgd plants. The chief importance

of this body will be in submitting bids and participating in inter-

national tenders.

In addition to the efforts in marketing products abroad, an examination
should be made of the areas in which seryices and products will be re-

quired in the future. We refer to those areas in which the know=how fac-
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tor is the determining one, and which are hand led by only a
small number of producers in the world, such as the processing
of titanium, zirconium, and other metals and their alleys, as

well as graphite.

The Government will participate in expenditures in everything

connected with the preparation of bids and the transport of raw
materials for export manufacture. Likewise, the Government will
provide special assistance for plants in preparing high quality

technical catalc®Wes in various languages.



Persons interested in obtaining further information, assistance and
advice are requested to approach the representatives of the Government of
Istael Investment Authority at the addresses listed below, or the Economic
Representative of the Government of Israel, in those countries which are
not enumerated hereunder,

ISRAEL

TEL AVIV
El Al Building, 32 Ben Yehuda Street Tel. 58131

UNITED STATES OF AMERICA

NEW YORK, NEW YORK 10022
850 Third Avenue Tel., Plaza 2-5600

CHICAGO, ILLINOIS 60611
936 North Michigan Avenue Tel. Wh 3-0265

LOS ANGELES, CALIFORNIA 90036
659 South Highland Avenue Tel. Webster 8-3691

EUROPE

SURICH, SWITZERLAND
Stampfenbachstrasse 3 Tel. 051=-342T700

UNITED KINGDOM

LONDON W.8
2 Palace Green Tel. Western 8091
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The object of this survey is to review the industries already
existing in this field which will be divided into its principal
branches, to point out its main characteristics and enumerate the
many achievements attained by producers from both the technological
aspect and the publicity aspect as evidenced in the fine reputation
gained for Israeli irrigation accessories in the world at large, a
reputation whose value is provided in the rapidly expanding produ-
ction. Emphasis will be placed in this survey on exports, their
trends, prospects and methods of organization in the future.

Description of Industry

In Israel this industry is divided into a number ofbranches
which produce, among other products, spfinklers, aluminium pipes,
couplings for aluminium networks and special accessories. About
16 plants are engaged in this field of production of which seven
are considered as leading in this field, Within the leading plants
production in this branch is approaching 70% of all the plants'
total production. A number of products, mainly plastic pipes and
drip-sprinklers, have not been ineluded in this survey, as .they are
still regarded as new items of production which have not yet been
fully absorbed in the international market.

L

The leading plants in gvery sub-branch are as follows:

l, "Na'an" Sprinklers - a kibbutz enterprise producing sprinklers
of good quality and fine reputation, This plant itself produces
all the necessary parts with the exception of brass pressure cast-
ings., Its present production capacity is 600,000 sprinklers per
annum., A $230,000 investment programme is being carried out under
which its productive capacity is to be doubled for the year
1967/68., The plant's range covers a complete set of sprinklers
suitable for every possible use in agriculture, from drip-
sprinklers with minimal output to cannon sprinklers with an

output of 3.70 m, per hour, Sales in 1966 amounted to approximately
gl,L million of which $350,000 represented exports., The plant is
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considered the fhird to the fifth largest in the world. Operations
are on a one-shift basis, although a number of departments operate
on a 2=shift basis.

2, "Zinkal" Aluminium Pipes is a plant for cold rolling of aluminium
pipes employing about 9% workers. Itscproduction capacity is 15 - 20
tons of pipes per day (working in two shifts) with a turnover of
$4,2 million per annum, The plant imports aluminium strips for the
cold rolling and hopes to set up its own department for the rolling
of stips which will enable it to import ingots instead of strips.

3o Couplings for aluminium pipe systems. Three of the leading plants
"Omen", "Matar" and "Habonim" have been amalgamated within a marketing
cartel known as "Ravit". These three plants are kibbutz enterprises
which share production know-how in special categories of products.
Apart from couplings, production of pressure valves has commenced,

The quality is considered good. "Ravit"'s sales in 1966 amounted to
about 1.8 million of which about $1l.l1 million represented irrigation
accessories, about $200,000 worth being exported. The production
capacity of this sub-branch amounts to about 2.7 million per annum.

4, Special accessoriess these products include valves and iron goods
(Kibbutz Dorot), taps with measured output (Arad, Bermad and Raphael
plants), various valves, etc,

In 1966 all the plants' combined exports amounted to approximately
$1 million. This amount represents double the export total for 1965,
The scope of international trade in the industry amounted to :about
$11 million in 1966 of which Israeli exports represented 8% - 9%,
There are practically no imports in this branch of industry,

The table below shows the share of various products in the export
trade of this industry:
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.
Percentage of Total Percentage of Added
Exports in Dollars Value in Dollars
1963 1964 1965 1966 1966
Total 100 100 100 100 100
Sprinklers 49 63 37 43 57
Pipes 40 26 23 29 13
Couplings and other
Accessories 13 11 40 28 30

The labour force in the majority of the enterprises is of a
high standard. Study and training are carried out within the plants
and when an advanced stage of proficiency is reached, workers are
sent to courses, training centres and study at the Technion. The
fact that a great proportion of the plants are kibbutz enterprises
gives the workers a great: advantage with respect to irrigation and
sprinkling, since the majority of them are very familiar with the
ultimate funcations of the products.

The table below describes the number of persons employed and
their occupations:

Description of Product ©No. of No. Employed according to
Plants Function

Total Total Production Others % of Produc-
tion workers

Total et 617 574 103 85

Sprinklers 2 115 104 11 90
Pipes 2 184 155 29 84
Accessories to Aluminium

Systems 3 113 146 27 84
Special Products 4 205 169 36 82




Average wages in this branch of industry represent about 21% of
the volume of sales.

The table below shows average production costs as a percentage
of sales for each of the sub-=-branches.

Sprinklers  Aluminium Total in |

Sprinklers Couplings & Couplings Pipes Industry

Total Production Costs 67 18 13 82 17
Direct Costs 61 7L 66 79 i 8
Wages 29 23 24 16 21
Materials and Parts 31 4i 38 61 47
Other Direct Costs 5 & 4 2 3
Indirect Expenses

& Amortization 6 _7 7 _6 _6

in a number of cases and the use of marketing oompanies‘in others., The
marketing companies are "Ravit" which has been referred to above and
which markets couplings and taps for Na'an and Dorot.

Summary and Objectives for the Future

|
\
Marketing methods customary in these enterprises is direct marketing ‘

In summarizing the description of this industry and Israel's
position in the international market for irrigation accessories, it may
be stated that the following objective conditions open up new marketing
prospects:

l, The world fame gained by Israel as a country that has succeeded

within a relatively short period in increasing its agricultural out-

put through the intensive use of irrigation and sprinkling. ‘
2, Know=how in irrigation systems and irrigation planning (the only ‘
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country in the world where the area sprinkled amounts to 90% of the
total irrigated area),

3. The presence of water planning organizations with a reputation in
other countries.

4, Know-how in the production of irrigation accessories.

9. An advantage with respect to relative production costs and high
added value in most of the products manufactured (excluding aluminium
pipes). (This is one of the only products where export prices obtained
were in many cases higher than prices on the local market).

6., Transportation costs are low,

7o Quality of the product is of international standard.

Following an examination of the various alternative for the develop-
ment of marketing and export in the industry, we reached the conclusion
that the most promising course was to continue activities in the sale
of tndividual products within the existing organizational framework
and the sale of entire systems (including the planning of irrigation
systems over the entire area, with all the accessories involved, ex~-
cluding pipes in which our competitive ability is still not satisfactory).
In certain cases we also recommend the sale of know=how, including
equipment to other countries. The forecast for exports in accordance
with this alternative is $4.4 million 4n 1970 and $8.6 million in
1975,

This expansion in production will not necessitate the establishment
of new plants., Only -#n.c¢ertain cases will there have to be some extension
of a few departments in existing enterprises, This is the reason why we do
not recommend new investments in the industry. Fuller exploitation of the
productive capacity of the existing plants, entailing the formation of
two or three shifts, and increased efficiency in production through the

introduction of automation involving a small investment, will answer all
market requirements within the next few years,

With a view to achiéving the export objectives forecast, we recoinmend
the establishment of an export company for the distribution of overall
systems or irrigation accessories which will handle the component details,
from first to last., This company, apart from the sale of irrigation systems



will engage in the marketing of individual items, and it will comprise all
the producers in this industry whose exports are.on a sufficient scale to
warrant this, the Government which will assist in the current finkncing of
the company and private investors, particularly foreign companies which
specialize in the marketing of agricultural equipment such as pumps, diesels,
etc. Planning and contracting companies with widespread activities abroad
will serve as consultants and observers to this company. We are convinced
that the development of international trade in irrigation products,
Israel's notable place in this trade and her future prospects represent

a great attraction for investors which stand to benefit from a branch of
industry whose achievements have been proved and whose prospects of
expansion are_most promising.,
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Persons interested in obtaining further information, assistance and
advice are requested to appronach the representatives of the Government of

Israel Investment Authority at the addresses listed below, or the Eponomic
Representative of the Government of Israel, in those countries which are
not enumerated hereunder.

ISRAETL

TEL AVIV

E1l Al Building, 32, Ben Yehuda Street Tel, 58131

UNITED STATE OF AMERICA

NEW YORKy, NEW YORK 10022

850 Third Avenue Tel., Plaga 2=5600

CHICAGO, ILLINOIS 60611
936 North Michigan Avenue Tel, Wh 3-=0265

LOS ANGELES, CALIFORNIA 90036
659 South Highland Avenue Tel Webster 8=3691

EUROPE

ZURICH, SWITZERLAND
Stampfenbachstrasse 3 Tel, 051=342700

UNITED KINGDOM

LONDON W,.8

|
2 Palace Green Tel, WEStern 8091
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DEVELOPMENT OF THE HYDRAULICS AND PNEUMATIC
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Introduction

The availability in Israel of a reservoir of highly qualified and
comparatively inexpensive manpower in the field of hydraulics and pneu~
matics is an outstanding advantage of the industry, making possible a
planned and productive potential development on a far larger scale than
has been achieved hitherto. A basic study of the industry in Israel and

abroad has led us to the conclusion that this advantage in terms of
manpower and salary levels should enable Israel's products in this in-

dustry to compete successfully in the foreign markets.

l, Directions in which development in this industry are sought

In the light of the above findings, the Government will encourage
the establishment of export enterprises by foreign companies in the
following fields:

a) An enterprise for the production of hydraulic presses of all
kinds (Injection Molding) for application in the metal, rubber,
and plastic industries (machines for pressure casting in metal,
plastics, etc.).

b) An enterprise for the production of hydraulic components,
especially hydraulic valves and fittings.

2. Description of the Industry

a) General

This industry, as its name implies, is divided into two prin-
cipal parts., Hydraulics is an older industry in Israel and is
related to the development of the building industry and of
agriculture. The big consumers are the manufacturers of agri-
cultural equipment for the operation of tractors, steering
wheels and seats; fork-lifts, bulldozers, etc. The industry
also manufactures tables, wagons, pipe benders, cylinders

and cranes intended for industry.



Pneumatics is a younger industry and it has developed very rapidly
in Israel due to its capability in transforming outdated equipment
and/or low output into profitable products.

b) Output

The total turnover of both industries increased by over 30% between
the year 1964/65 and 1965/66, from about g1 million to some Bl.4
million, The hydraulics industry is much larger than the pneumatics
industry and its turnover in 1965/66 totalled about P1 million as
compared with only 20,3 million for the Ppneumatics industry, and this
despite an annual growth of 20% in the latter industry.

c) Imports

Imports of hydraulic products in 1966 amounted to about $800,000
including hydraulic machinery, valves, etc. In Becent years there has
been a marked decline in the import of most hydraulic products except
hydraulic machinery, the import of which has tripled in the last
three years from $46,000 to about $140,000.

d) Labour Force and its Standard

There is an excellent labour force in this industry in Israel which
at present employs about 500 persons, including %520 in hydraulics
and about 130 in pneumatics, Three authorities engage in the train-
ing of manpower in these fields. (especially hydraulics which is in
the process of rapid development): The Productivity Institute, the
vocational schools, and the Bakarah enterprise. So far 300 persons
have graduated from courses, and the number of participants in
present courses 1s proportionately much higher than the rate of
installation of pneumatic equipment into industry, so that there is
always a considerable reserve of competant and qualified manpower.



e) Wage Level

Wages in the metal industry (including social benefits) fluctuate:
between 27 and 10 a day. The salary scale is fixed, among other
criteria, according to seniority and experience in the industry.

f) Possible Improvements in the Industry

An analysis of the data relating to this industry points to the

possibility of a very considerable expansion of the export of its
products, and links with foreign investors could lead to the fol-
lowing improvements in the industry: ‘
l, A rise in the quality of the products and the acquisition of
know~=how in the manufacture of new products, especially hydraulic
valves, pumps, gears and jacks,

2. Encouragement of the production for foreign markets of specific
products produced throughout the world in small series, in which
our competitive capacity is high,

3, Help in establishing contacts with consumers and retailers in
this industry and assistance in training teams in sales engineering.,

g) Why investment in this industry is worthwhile

The principal reasons why investment in the hydraulics and pneumatics
industries in Israel is worthwhile are the followings:

l, In Israel there is a considerable reserve of manpower, available

at relatively low wages and partly unutilized,

“ 2, Research institutes are available withvhose help it is possible to
develop new tools, apart from the know=how already in the possession

of the local enterprises.

Government Engouragement to Investors

The hydraulics and pneumatics industries are regarded as meriting
encouragement, and therefore any enterprises to be established in these
fields of activity will benefit from all the Government incentives avail-
able (an "approved enterprise" under the Law for the Encouragement of
Capital Investments) and other incentives as listed in a separate booklet,
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Persons interested in obtaining further information, assistance
and advice are requested to approach the representatives of the
Government of Israel Investment Authority at the addresses listed
below, or the Economic Representative of the Government of Israel, in
those countries which are not enumerated hereunder.

ISRAEL
TEL AVIV
E1l Al Building, 32 Ben Yehuda Street Tel, 58131
UNITED STATE OF AMERICA
NEW YORK, NEW YORK 10022

850 Third Avenue Tel, Plaza 2«5600

CHICAGO, ILLINOIS 60611
936 North Michigan Avenue Tel, Wh 3=0265

L0OS ANGELES, CALIFORNIA 90036

659 South Highland Avenue Tel, Webster 8-=3691

EUROPE

ZURICH, SWITZERLAND
Stampfenbachstrasse 3 Tel, 051=342700

UNITED KINGDOM

LONDON W,8
2 Palace Green Tel, WEStern 8091
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Introduction

Israel has acquired a wealth of agrotechnical experience which,
together with her reputation in the sphere of agriculture, can serve
as a strong impetus for the further development of her export trade in
agricultural machinery on a very considerable scale., In this connection
we are interested in contacting manufacturing and marketing companies
abroad with a view to promoting this export trade.

Desired Direction for the Development of this Industry

With the object of utilizing the productive capacity of Israel's
agricultural machinery industry, the Government will encourage contacts
with foreign companies for the purpose of marketing Israeli products
through them, Priorities for such contacts are as follows:

l, Contact with a company for the marketing of original Israeli
products,

2, Negotiations between a local manufacturer with a company for
a know-how agreement for export purposes,

3. The establishment of new enterprises by foreign companies for
purposes of export.,

The setting up of such new enterprises will be examined on the basis
of the benefit they will confer upon the promotion of exports,

Description of the Industry

General

There are 27 enterprises in Israel manufacturing agricultural
equipment, and their total turnover of trade in 1966 came to 87 million.
The agricultural equipment industry developed against the background of
Israel's own agricultural needs., Agriculture in this country is very
advanced, and its exacting demands compel the manufacturers to build
machinery that will withstand the climatic conditions, the various
types of soil, and the crops characteristic of our region. The nature
of Israel's agriculture necessitates the use of a large number of
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machines and models. There is therefore no problem in adapting our
production to the demands of other countries.

Qutput

The value of the total output of this industry in 1966 is
estimated at g7 million. In most of the factories the scope of
production fluctuated between $100,000 and 300,000, Five enter—
prises achieved an output of half a million dollars. However, in
three of them (Nirosta, Palanum and Pladot) most of their production
was not in the field of agricultural machinery.

The enterprises engaged in the production mainly of types of
machinery and equipment required for agriculture except tractors
and special harvesting machines, such as cotton pickers and grain
combines,

Production is executed generally in small series or single items,

Most of the factories are not geared for mass production. The Israel-

made products are usually of high standard and compete favourably

with imported equipment.
|

The Israel market in 1966 monsumed tractors and agricultural
machinery to the value of $10 million, of which g7 million was
expended for the purchase of locally made goods and $3 million
for imported equipment,

Exports

The development of an export trade in agricultural equipment
began in 1963 and has expanded constantly since then, both in
respect of volume and in the number of exporters, as indicated in
the following tables

AR
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Year Value of Exports in g Number of Enterprises
engaged in exports

1963 95,000 &
1964 115,000 8
1965 361,000 8
1966 620,000 13

Agricultural machinery from Israel has succeeded in gaining a
respected place in the Iranian market, while in other markets,
exports are still sporadic. There is no doubt that if Israel's
reputation in the field of agriculture were properly exploited,
it would be possible to increase the export of agrialtural machinery
from Israel very considerably.

Exports ih the order of $10 million to $15 million a year, i.e.
2:3% of the total volume of sales of agricultural machinery antici-
pated in the developing countries aloney, is entirely within the
range of Israel's possibilities. In the opinion of experts, the
export of this equipment could reach the following figures in the
coming three years:

1967 - 1 million
1968 = $1,75 million
1969 - 22,75 million

Imports

The import of agricultural machinery in 1965/66 amounted to
about $4.9 million, as compared with $4.5 million in the preceding
year, The following types of equipment were imported in 1965/66¢

> ¥ Wheelied tractors $127,000
24 Caterpillar tractors g 64,000
3 Tools $102,000
4, Seeders $ 36,000

56 Harvesters : $708,000



6, Sprayers g 62,000
y 29 Hand tools # 43,000
8, Miscellaneous tools $469,000
9, Replacement parts $1,359,000

Manpower in the Agricultural Equipment Industry and its Standard of Skill

The agricultural equipment industry employes over 700 people, of
whom over 500 are engaged in production. Most of the enterpfises empl oy
technicians and skilled workers of high standard, but only a few of them
employ engineers (because in many cases they make use of private or
public engineering services).

i

The distribution of workers in production, according to their

qualifications, is as follows:

Grade AA 32%
Grade A 24%
Grade B 23%
Grade C 12%
Apprentices 9%

Wages

Wages payable in the metal industry fluctuate between $4.5
a day in the lowest category and $8 a day in the highest., To these
wages an average amount of 20% should be added in the form of
soclal benefits, This brings the wages paid by the manufacturer
including social benefits to between $0.,8 an hour and $l.4 an
houry, which is undoubtedly much lower than the level prevailing
in other countries.

Research in Industry

Engineering research in this industry is concentrated chiefly
in the search for solutions to the problems of the entire agricul-
tural industry. Thus the development of agricultural machinery and
ancillary equipment is included in the framework of the research




now in progress,

The principal research projects under way in Israel and likely
to advance the development of machinery and equipment are in the
following fields:

de Soil cultivation Basic cultivation and preparation
for seeding.

23 Mechanization of crop Seeding, spraying and application
growing. of fertilizers

¥, Mechanization of Picking of vegetables, of deciduous
picking. fruits and of citrus fruit.

4, Care and treatment of Transportation, sorting and packing
the produce. of fruits and vegetables.

56 Equipment for live- Supply of animal feed, collection
stock, and treatement of the produce,

clearing of animal excrement.

Marketing Channels

a) For the local market

Sales in the local market are effected mainly through the
purchasing organizations of the settlements (the kibbutz, moshav,
etc.). The purchasing organisations handle all matters connected
with the financing of purchases, whether of imported commodities
or of local products. Advice and guidance regarding purchase is

generally made available by the instruction services and the experts
of the Ministry of Agriculture.

These services organize numerous demonstrations for farmers,
with the participation of importers and exporters. These demonstra-
tions help the consumers to reach a decision as to which machinery
to purchase.



b) For Export

The organizatien of exports is based principally on the character
of the products intended for export. The export of dairy equipment, for
exampley, is carried out individually by the manufacturers. The three
manufacturers of equipment for poultry runs have been organized for
export by a pool organization called "Practic" Export, This group has
since dissolved and each of the manufacturers is endeavouring to export
his products Separately. Some of the producers of agricultural machinery
(about ten) have joined together to form a company called "Agra" for
purposes of export. "Agra" is a limited shares ¢ ompany which benefits
from Government participation in the usual form of contribution to the
foundation investment for the development of markets and of adapting the
equipment to the demands of the market,

Possible Improvements in the Industry

Through proper guidance from a foreign company with know-how and
a high reputation, it is possible to improve the production and mar-
keting of the agricultural equipment industry and to expand exports on
a considerable scale. Contacts and agreements with foreign companies
would lead to the following resultss

a) The centralization of all the engineering, research, standardization,
and control activities and professional aid in marketing, in the
hands of a central directing unit to be set up for the purpose.

b) The use of standard equipment and raw materials.,

¢) The reorganization of administration,

d) Publication of prospectuses, catalogues, instruction books and
lists of components and replacement parts for all machines
intended for export.

e) A professional survey to be carried out in the developing countries
that will pinpoint the specific requirements of equipment needed
for the mechanization of agriculture and will describe the particu-
lar conditions under which agriculture operates in these countries,

f) The introduction of changes in the present equipment and the develop-
ment of new products to be effected in the form of projects defined
by the Central Planning Unit,
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Why it is worthwhile investing in _the Agricultural Egquipment
Industry in Israel

The principal reasons why it is worthwhile investing in this
industry are:

1) 1Israel has long experience in the industries related to agri-
culture in which she is known to be highly advancgy,

2) Israeli manufacturers are experienced in the production of
agricultural equipment which has been adapted to the needs of
different parts of the country where the soil conditions are very
different, Improvements are constantly being introduced in this
industry. The services of an Agrotechnical Institute are available,
3) Israel has contacts with companies in the industrialized
countries which can be of help to her in the marketing of her
agricultural equipment. The use of agricultural equipment will
grow considerably in the coming years.

4) The wages payable to all levels of production are lower than
in other countries.

The Government's Encouragement lMeasures for Investors

The agricultural equipment industry is regarded as worthy of
encouragement, and the enterprises to be established would therefore
enjoy all the incentives made available by the Government (including
the status of "approved enterprise?, according to the Law for the
Encouragement of Capital Investment) as well as other benefits as
described in the separate booklet.

In addition to this, the new enterprises would benefit from
a special incentive.,
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Persons interested in obtaining further information, assistance
and advice are requested to approach the representatives of the
Government of Israel Investment Authority at the addresses listed
below, or the Economic Representative of the Government of Israel,
in those countries which are not enumerated hereunder,

ISRAEL

TEL AVIV
E1l Al Building, 32 Ben Yehuda Street Tel, 58131

UNITED STATE OF AMERICA

NEW YORK, NEW YORK 10022
850 Third Avenue Tel, Plaza 2=5600

CHICAGO, ILLINOIS 60611

936, North Michigan Avenue Tel, Wh 3-0265

LOS ANGELES, CALIFORNIA 9036
659 South Highland Avenue Tel, Webster 8-3691

EUROPE
. ZURICH, SWITZERLAND
Stampfenbachstrasse 3 Tel, 051=342700
UNITED KINGDOM

LONDON W,.8
2 Palace Green Tel. WEStern 8091
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3! E OF ISRAEL
Hinistry of Commerce and Industry

ifr. A. Chilewich

Chilewich Sons & Co.,

120 Wall Street

New York, N.Y. 10005
U.S. A.
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STATE OF ISRAEL
Ministry of Commerce and Industry

Jerusalem Qctober 6, 1970

Ref. No.

Mr. A. Chilewich
Chilewich Sons & Co.,
120 Wall Street

New York, N.Y. 10005
U. S. A.

Dear Mr. Chilewich,

Further to my letter of August 25, I am
very sorry to have to inform you that I see
myself unable to grant your wish for an in-
crease of the incentives for leather goods,
and to adjust them to those given to the
footwear industry.

My investigation in this matter has brought
out that in the last half year, we have already
made special efforts to encourage the export of
this branch, and have increased incentives more
than once.

Yours sincerely,

Pinhas Sapir

929 0



Ministry of Commerce and Industry

Jerusalem Uctober 6, 1970

Mr. A. Chilewich
Chilewich Soms & Co.,
120 wall Street

New York, N.Y. 10005
V.S 4

Further to my letter of August 25, I am
very sorry to have o inform you thait I see
myself wnehle to grant your wish for an in-
crease of the incentives for leather goods,
and to adjust them to those given to the
footwear imndustry.

My investigation in this malter has brought
out thul in the last half year, ve have slready
made specicl efforts to encourage the export of
this brenech, and have jnereamsed inceutives more
than once.

Yours sincerely,

Pinhas Sapir



Hinistry of Commerce and Industry

Jerusalem Cctober &, 1970

Mr. A. Chilewich
Chilewieh Sons & Co.,
12¢ Wall Street

Hew York, N.,i. 14003

T &
Ve vieiie

Dear r. Chilewich,

Further (o my letter of Angust 25, I am
very sorry te have to inform you Lhal I see
wyself unable to grant your wish for an in-
cresse of the incentives for lesther goods,
and to adjust them teo these given to the
{fovtwear industry.

My investigation in this matter has Lrowght
out that in the last hall year, we Lave already
made special efforis to envourage the caport of
this bLranch, and have iuncreased incentives more
Lthan once.

Yours sincerely,

Pivhas Sapir
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Jerusalem Getober 6, 1970

Mr. A, ﬁhile‘&ich
Chilewieh Soms 4 Co.,
120 %all Street

New Yark, N.¥. 100063
U. S. 'i.

Dear Yr. Chilewich,

Further to my letter of August 25, 1 am
very sorry te have to inform you thal I see
myself unchle to grant your wish for wa in-
crease of the juecentives for leather goods,
and to adjust thes Lo Lhose givom to the
footwear indusixy.

My jovestipation in lhis matter has Lrought
out tikev in the last helf year, we have alrcady
made zpecial efforts to encourage the export of
this branch, amd have iucreased incentives more
than once.

Yours sincerely,

Pivhas Sapir
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Dear Mr. Chilewich, /q ///TSf::
’

"41\2“/ v\“‘:'

Further to my letter of Rugagt’?gj/fzgaﬁverd sorry to have to 1ia=

tform you that I see myself umable to graat your reyuest for au lucrease
of the incentives for leathergoods,and to adjust them to those givea
to the footwear inaustry.
My investigation 1n this matter has brought out that 1an the last half
year, we have already made A special efrorts to encourage the export of

this branch,and have iacreased inceatives wore tham once.

Yours siancerely,

Pinnas Sapir
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August 25, 1970

Dear Mr. Chilewich,

I have very carefully read your
cable dated August 20, 1970 concerning
handbags' export rate applicable.

I have instructed my assistant
to study the problem and to zee what
can be done.

You will soon hear again at the
matter.

Sincerely yours,

Pinchas Sapir

Mr. A. Chilewich,
Chilewich Sons & Co.,
120 Wall Str.,

New York, N.Y. 10005,
Ue "Be . Re
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. LETTER OF INTENT

»
3

This letter of intent is éig}led by the parties, to wit:
Keter Publishing House, Ltd. represented by Yitzhak Rischin and Yaag:ov'Weiss
(hereafter known as the Company) '
A . i
3 ) Alfred S, Narotzky and Harry Fulton (hereafter known as the Agents)
to note the heads of agreemeh’c reached between the parties in the Company's
offices in Jerusalem, Israel on 12 August, 1970, It is understood that the
whole agreement is subject to the prior approval by the Ministry of Finance

of the Israel Government,

1) AREA - The company apponts the agents as their sole distributor for the
Encyclopaedia Judaica for the whole world outside the Western

Hemigphere,

2) ACCEPTANCE =~ Acceptance of the sale is the sole right of the Company=

3) COMMISSION - )
a) Direct Sales (Door to door)

(1) BASIC COMMISSION ( FRONT) ~ 399 of the agreed Sales
price including service charges, as set out below,

(2) Reserve Commission - 6% of the above-mentioned sales

price including service charges,
(3) Time of payment of commissions
On verified and accepted sales:

. J

(A) Basic commigsion paid weekly on sales price excluding

o service charges -

| (B) Reserve Commission paid monthly on all sales on -

which the Company has collected at least 60% of the
sales price excluding service charges, providing the
remaining reserve or (if necessary) Basic Commission /

funds are sufficient to cover delinquent accounts,

+ (C) Service Charges ~ Basic and reserve commissions

paid monthly on serviceAcharges collected by the

Company, '

B) Institutional Sales (Universities, Libraries, Synagogues,
Community Centers, etc.) (not sold on regular order form)
(1) Basic Commission - 20% of the agreed sales price as set ou1):’l J
below.
Reserve Commission ~ 13% of the agreed sales price ds set

below,

Sia kil ot ot itk s, | 1 Ty ey -an', e SR P—-_ i ik
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C) Orders received by the Company - (non-canvassed)
(1) Direct Sales - on Cash basis only, 25% Commission credited
by the Company to the Agents when the full sales price is

collected by the Company -~ Commission to be paid monthly

(2) Institutional Sales - 18% commission credited and paid as for
direct sales above, (The Company will consult with agents
to confirm no salesman has made prior contact, )

(3) All other cases orders will be forwarded to the agents
for processing on regular commission basis.

(4) The Company agrees not to sell below the agreed Sales price.
4) BONUS -

A) Bonus to be calculated on annual verified and accepted sales
of the Encyclopaedia Judaica including service charges, but
excluding the Year Book and any other publications of the
Company, not included in the package price as set out below,

B) PERIOD - The first year for calculation of the bonus will begin

'\/,' e ,en-the—fﬂt—‘g’{c Gi thélx‘néngk—; r£¢1M;d£“m£&g ' .
administrationoffites-havebeen-established-by-the-eompany
and-sates-material~has-then delivered-to-the-Agents,

C). Schedule -

19, - at least £ 900,000

11/,9% - & 1,150,000

2% - s 1, 500, 000

ot/2% - wm 2,000, 000

3% = oo 3, 000, 000

a3 4% - o 4, 000, 000
\ | 5% - LA 5, 000, 000

D) AGENTS agree that the bonus described herein will not be

payable until three months after the bonus period has expired,
and then only if bonus has been earned and that Agents are

at the time of payment actively engaged in the sale of
Encyclopaedia Judaica to the exclusion of all other publication
not supplied by the Company.,

E) Agents agree that should a bonus payment be earned and
payable under the terms set forth in Paragraph "d", the
Company may deduct from the total bonus payable a sum
representing 15% as a non-recoverable reserve for bad
business, until the Company may conduct an actual audit of

the account involved six month after the expiration of this

bonus agreement and deduct the face value of all accounts




which have been pulled and are four (4) or more months
,:—\Ai\i\LL ’ﬂ.;r\’ﬂ 9 PNACN A‘E’
delinquent ad the time of audit,
r~

F) The Corwnpayn_‘y will not be required to pay a bonus of any nature
v - ould o :ﬁ:&ffof the quality of the business produced reveal

\ Meﬁnquency percentage exceeding 15% of the sales volume

necessary to qualify for a bonus payment. Delinquency is

described for the purpose of this bonus to mean any account

sold during the bonus period on which, at the time of audit,

the books have been returned; and any account which is, at

the time of audit, four or more months delinquent in payment.

5) CASH DISCOUNTS -

The Company will give a 5% discount of the sales price excluding service

charges for collection of the full amount by the company with the order.

6) CHARGE-BACKS

M A) Any Commissions advanced on a sale where the books are refusec
[/ Y
}g on delivery of cancelled for any reason will be collected in full

from the next basic commissions payable by the Company to the

. . Agents
B) Any commission advanged to the Agents by the Company on a

sale which does not make at least o}ne additional full payment |

after the.'deposit payment, within # calender un months,
/ VT -
/’ A1 imlur}éag—the-—ment-bef—s-a-}eﬂill be recovered on a cash basis

b / from the next basic commissions payable to the Agents.

& - C) , To be deducted from Reserve Commissions - Commissions
¥ } credited in all instances in 6 (A) above and a customer makes
/ 5 % 4/\/ one full payment in addition to deposit payment and then becc;zx:pe\s
G i UM/L/ / /Zg&?vmonths delinquent in payment and at the time he becomes -six
| RET months delinquents he has not paid at least 909% of the total

sales price, the Company will deduct from the next Reserve
% Commission payable to the Agents the difference between the
« ‘ amounts collected by the Company, less the down payment, and
:‘ 45% for direct sales and 339 for institutional sales. Also when
5 the Company pulls an order for any reason, the commission

will charge back to reserve Commission as above. If there

are not sufficient reserves at that time, the deduction will be

made from the basic commission.

e e ST R




7) SALES PRICE -
Basic Sales price for 1 set of 15 Volumes of Encyclopaedia

Judaica and premi;)m gifts of 1 atlas and 1 set of 4 books

(adult or children) and research service Us 975, 00
Service Charges - . 1,50 per month x 25 months 37. 00

PACKAGE PRICE US 612, 50
Year Book (separate item) Us 12, 00

TERMS OF PAYMENT

a) CASH
PACKAGE PRICE UsS 612,50 ‘
Less: Service Charges. 37.50
9% of basic sales price 28,75 [ 66, 25
Us 946, 25

b) INSTAIIMENTS
¥4

|
\
CASH PRICE

Down payment us 25. 00
Payments of US 22,00 per month x 25

3 months Us 550. 00
] Service charge of 1,50 per month x 25
months Us 37.50 |
INSTAL/MENT PRICE Us 612. 50

All payments including down payments are to be remitted to the depositry

/
designated by the company,

|
The above prices in US Dollars are to be converted to other hard currenci

at the official rate of exchange and the prices in said currenies will be

determined by the company,

The company has the sole right to amend the above agreed sales prices

for the above package or any of its publications or combinations t}tereof:-
;'. » & JL' ‘L 'l 5
VM/(,‘}'/MH is agreed that books in the field of beraica and Judaic\ajf(g'i"pro-

e

motion by direct mail and door to door canvassing in Israel or
'l | abroad will be sold by the agents with an agents commission of 459,
fawy The company undertakes not to sell the books for a cheaper price
\ in the bookstores.
B) The company will also offer for distribution by the agents the
Encyclopaedia Judaica Year Book and other by -products,

(excluding the "Hebrew Illuminated Manuscript'') at the commission
rate of 459, . '




10)

The commission rate of 459 for the items mentioned above in 7)
A) and B) is based on a cash sale and are not subject to the cash
discount nor to be included in the bonus calculation.
c)  THE AGENTS, tf;:rthelr sales endeavors on behalf of the Compan>\ /
/adhere to the sales policies of the company, wkr}eh—preh&bit—_»Sale
practices not squaring-withfact. Pubhshmg not promotlon material

must be mutually agreed upon,

-

Revaluation or devaluation of currencies -
ACL  yholpndios Arnpunly AAnil i «n,éizxrl 5 rawndue b, £3

Mmpany—iad—iheagentwﬂ%e—aﬁeeted—%he»sa e- x4 t/ as to-basic
A J(L l/&u IUA ) éu;w / Lae ok olat? ;4 4
: raed-and-RotL-P: }d—lesé[char*geba@k&at

time-ci-ehangein-value of-the-currency -

EXPENSES |
a) All expenses incurred by the agents in connection with their distribution |
efforts will be borne by the agents, including travel, e\tfertainment,
cost of sample materials, cost of all sales materials, /classified
advertising expense, clerical and stenographic expense of employees
used exclusively on the agents w;)rk.
The full responsibility for paying the sales representatives of the
- agents belongs to the agents. This includes the tax reports for such
,: payments. In the event, the company must make the payments it
h ‘will only be done in the name and under the supervision of the agents.
The agents agree that they are solely responsible for any just claim
of any nature which their sales representatives may present,
b) The agents will also pay their share according to use of all the
administration costs of the company connected with sales.

c) The agents will be responsible for all legal expense incurred by the
company if such expense has resulted from an act;ic:nuofustg?ie;r*nfr;t;_ﬂ
/made by the agents' sales representative and inéludin®-all collection

of debts expenses,
d) The agents are fully responsible for any tax liability arising incident
to their ow;vn operation, and for any tax requirements or vacation or
severance pay which may be demanded of it by one of the agents' sales
representatives.
Duration of Contract -
The contract will run for six and a half years from the commencement
date, as specified. ‘
The Company reserves the right to terminate the.contract by giving

three months notice in writing, in the case of the following events:

5 /That ver1f1ed and accepted sales produced in the first year do not
A on 0 o0

exceed w (US dollar).

2. That verified and accepted sales produced within eighteen months




-

do not exceed 3, 000, 000 (US dollar).

3}~ Phatverified-and accepted-sate~produced within the first thirty -months
de.not-exeeed— 8, 000;-060(US dellar),

Mmmmmmmrmﬁwitﬁmw&mhfﬁﬁix
months-do netexeeed __6;000, 006\ (US-dolar)—

5) That in each successive year an average annual increase of

2,000, 000 (US dollar) sales produced is not sustained.

/ he calculation for Commencement of the agreement, for this clause is the-
M '»,V).L - g 1»ljv SN o ;.L A ch’. ‘H\/‘,L- ,‘.;,v.r & Lo, b 5(61’“‘ i (o» L # -;)J‘«u (
8 ‘ e 4-B-above, o : g2
/‘1 ‘-‘lt\j\'w- 'e/)'t‘“’&t’\/" \*2 e /U\e Ctrmpandy “"V‘J“' Aa ("Ll’ N /C*&Ax( be. 5 //‘ 2o F) 2lps l’{.’(’q U 4 // ¥ G
/ ~ The company also reserves the righit to cancel the contract if the Agents Vel

I’

distribute any publication not supplied by the Company after ’eﬁ%?e months
from the commencement(.lwr L{LL'L;, e Ahsr Loracl o fublehost )

Upon concellation of said contract, the company undertakes to pay the
commission of 45% on year Books sold by the Agents for five years as

from the date of cancellation,

The contract may be amended b.y mutual consent in writing.

It is further understood by both parties that this letter of intent is subject to
amendment and change by both parties pending approval by the company's
-Aparrhf Boa}?‘d of Management and exchange of signed and sealed contracts,
approved by the respective legal representatives. Notwithstanding the above,
this letter of intent gives the agents first priority for distribution of the

Encyclopaedia Judaica outside the Wwatern Hemisphere,

Signed this 17th day of August 1970 é / // //L{: \

"Alfred S. Narotzky

e A el 7
Keter Publishing House, Ltd. . J
bl L) .
RIS _cas / ,’fﬂ,@: \ELLU( = o

/i
/’ Harry Fulton

/
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ECONOMIC CONFERENCE 1973

10 July 1972

Finance and Investment Committee

Draft Proposals

by

Stock Exchange Sub-Committee

Objectives: To make of Israel a financial centre, at least so far

as world Jewry is concerned.

To ensure a growing and continuous inflow of foreign

currency.

Selectivity as to: 1) type of foreign currency inflow;

2) ways and means for realizing the objective.

A. Stock Exchange. B. Non-Residents Deposits.

A. Stock Exchange

13 The recent revival of our Stock Exchange provides a good

starting point (see Statistical Annex). The stage of development

reached by our industries, the growth in the
firm and its diversification, the fading out
teristics of the family business - all these
to encourage an increasing number of Israeli

going public. This tendency is due to gather

size of the average
of the old charac-
factors are likely
firms to consider

strength as the

stock-market upward trend continues. The wide expansion of the

volume of transactions as well as the recent

introduction of a

more modern trading system, similar to that customary in the

continental stock exchanges, offer promising propects.



S Dl

23 In the new situation, more companies can go public, while
existing public companies can broaden their capital base. Further-
more, we are witnessing a change in government attitudes towards
the Stock Exchange. There is a trend to reduce development loans
to a smaller percentage of the total investment, and firms are

being encouraged to float share issues.

3% The fact that we have not always been successful in this
field in the past must not be an argument against trying again,
and trying hard. We have learnt our lesson, and we have drawn

several conclusions from it:

a) There is a growing sophistication of Israel's

financial markets.

b) We now have a Securities Authority, a Securities Law
and Regulations - designed to guard the interests of
the investor - though consequently the prospectuses
often become overburdened with much inessential
information which may prove deterring to potential

issuers.

c) Considerable experience has been acquired in the

field of broker - customer relations.

d) Shares are no longer sold at exaggerated p/e ratios
and the spread of shares among the public at large
constantly widens. There are companies, the shares

~of which are held by 4,000 - 5,000 shareholders,
and a few with even 10,000 - 15,000 shareholders.

4. For a start, prospective investors can be offered the
selection of  shares traded. Although the numbers are as yet
rather limited, ‘at least a few dozens of shares represent a

promising proposition. The p/e ratios of such shares are low



by international standards and dividend yields high; profits
per share have grown over the years, even in dollar terms in

many cases (see Statistical Annex).

s Convertible debentures are another form likely to

become more and more attractive to prospective investors in
Israeli securities. If we prove successful in developing the
market, new issues of shares and convertible debentures will
no doubt follow, thus increasing both the numbers and turn-

overs as well as the stability of the Stock Exchange.

6. Israel can also offer debentures denominated in various

foreign currencies (Dollars, Swiss francs, etc.). Here we must

take the long-term view and not be misled by the current con-
ditions in the world's financial markets, which may point to

the fact that foreign currency loans can be obtained at better
terms than those required for the sale of debentures. At present
over $ 250 million worth of foreign currency debentures are
traded on the Tel-Aviv Stock Exchange, with good yields, relati-
vely short lives and sound debtors. Similarly to what we have
done regarding the Non-Residents deposits, in the case of foreign
currency debentures, too, we shall have to be competitive vis-a-
vis the Eurobond market (the rate of exchange risks are being

insured by the Government) .

7 Another possibility is the creation of a special mutual
fund designed for ‘foreign residents. It can be a mixed fund
investing ‘in first-class shares ("blue chips") and convertible
debentures, in straight debentures denominated in foreign
currencies ‘(the dollar debentures now offer yields up to 8%)

and to some measure also index-linked debentures. Such a mutual
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fund can be based on a partnership between foreign broker-firms
offering markets abroad and Israeli financial institutions
managing it on the spot. The mutual funds in Israel advance at

’ a rapid rate of growth and total well over IL.400 million.

| 8. Finally, it is proposed to appoint a joint-committee
with the participation of leading experts from Israel and from
among our friends ébroad. The terms of reference of such a

committee should be to make recommendations for developing the

| Tel-Aviv Stock Exchange, the promotion of portfolio investment

‘ in Israel, both by foreign residents and Israelis, and the

‘ creation of new financial instruments tailored to attract

| foreign investors. If such a committee will come into being
shortly, we may be able to discuss their recommendations at

next year's Economic Conference.

B. Non-Residents Deposits (Patach)

S The International Council of June 1969 discussed at
some length the subject and set an objective to bring the
volume of such deposits from less than $ 200 million to

$ 1 billion. We have since made good progress, and these

deposits have more than trebled during the past three years
to approach the § 600 million mark. The number of accounts has

risen, over the period, from some 45,000 to 130,000.
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Growth
of

Non-Residents Deposits Accounts

(1964/65 - 1971/72)

Fiscal Year-End Balances Annual Growth
/$ million/

1964/65 116 1
65/66 125 9
66/67 128 3
67/68 141 13
68/69 167 26
69/70 210 43
70/71 374 le64
T71/72 550 176
10. The Non-Residents deposits represent often the initial

link between the depositor and the Israel economy, thus offering
prospects for an involvements in other fields of activity. They
serve as a source of finance for Israeli export industries -

the leading factor in the development and growth of the economy

- as well as for the financing of the no less vital imports.
These deposits also enable Israeli banks to expand their business
in the international financial markets - to the benefit of the
national economy. Moreover, they can be regarded as a kind of

secondary foreign exchange reserve.

i i ' The main factors to bring about the rapid growth of the
Non-Residents deposits were the increase in the number of more

affluent immigrants, combined with the introduction of competitive

oA
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interest rates vis-a-vis those paid on deposits in the interna-

tional financial markets. As for the distribution of the Non-
Residents deposits by origin, the spread is quite wide though

many areas remain as yet under-represented.

12. ~ A no less interesting aspect of the Non-Residents

deposits is their distribution by size. It is estimated that

65% of the accounts are deposits of up to $§ 2,000 and nearly

'90% of depositors hold deposits of less than $ 10,000. Thus,

‘while we have been fairly successful in attracting the small

depositor, we have still a long way to go as regards large-scale
depositors, as well as the relatively longer-term deposits, e.g.
9-12 months and even more. It may be worth noting that despite
early apprehensions that such deposits might prove "hot money",
the experience was different; during the Six-Day War, for
example, there were practically no withdrawals, and most

deposits have been renewed year-in year-out.

13. Suggestions

1) The competitivengss of our interest vis-a-vis the

Eurodollar market must be preserved.

2) We should pay more attention to deposits for the
so-called medium-term, and perhaps make interest
rates more attractive. Demand for medium-term credits
is accelerating, mainly as a result of sounder finan-
cial management now being practised in Israeli

industries.
3) Large-scale deposits should receive special attention.

4) ‘New regions offering good prospects should be put on

the map of deposit raising.
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Statistical Annex

Registered Capital and Turnover at the Tel-Aviv

Stock Exchange, at Market Prices

S hare s

Average Annual
Registered Turnover
Capital Turnover Rate

(IL. Million)

1968 800 110 13.8%
1969 821 104 12 .7%
1970 874 50 5.7%
19TY 1,046 100 9.6%
1972 (Jan.-June) 1,700 320 38.0%

Linked Bonds and Debentures

1968 1,956 139 T 1%
1969 27507 169 6.7%
1970 3,104 173 5.6%
1971 4,093 285 7.0%

1972 (Jan.-June) 5,300 325 12.0%



Daily Turnover of Shares
and
Proportion of Deals in "Variables"

(in IL.'000)

Daily Turnover of which:

of Shares Deals at Variable Prices
1968 457.0 102.5 22.4%
1969 433.4 7346 17.0%
1970 214.5 28.2 13.1%
1971 432.1 91.6 2).2%
1972 (Jan.-June) 2,635.0 13278.0 48.5%
1971 (Jan.-June) 264.0 37 .0 14 .0%

Rise in Security Prices in the 12 Months to 9.7.72

Index of Share Prices (30.3.67=100.0)

Sre. ctlionr 2 I 0% T e 12 Growth
All Shares 125.0 247.0 98%
Financial 118.1 191.3 62%
Real Estate 95,1 237.7 150%
Industry and Trade 161.5 383.6 137%
Investment Companies 1132 201.5 78%

Distribution of Shares Registered
on Stock Market by Economic Sector

(April 1972)

Swev ek o.r IL,'000
Financial 900,000 _
Real Estate 190,000
Industry and Trade 210,000
Investment Companies 250,000

Total 1,550,000



New Issues of Bonds and Debentures in 1971

(IL. Million)

Short Term Loan 157
Optionally Linked Bonds
.Government 223
Other 174
Total 397
Fixed Intergst_Securities Denoﬁinated
in Foreign Currency 97
Linked Bonés
Government 3
Other 868
Total 899
Bond Sales to Banks 102
zotal Bond Salgg éézgg
Share Issues (IL. Million)
1972* 150 - 200
1971 53 %%
1970 o
1969 29
1968 7
1967 i
1966 4
1965 9
1964 108
"1963 " 175

* Estimate.

** Including IL.27 million convertible securities.



N19M23 N123»32 yopwn? Y190 aRIiwnn 21yow

o i 0 o e G 1 7y O B 7o b e B - Y

|
|
‘ ‘2 nnan ‘a aaan ‘R _Tnan

5% 10% 23% 1967

T% 32% 29% 1968

| -4% 5% T% 1969

1% 2% 1% 1970

11% 6% 12% 1971

yXI0n

5,7% 10.5% : 14% *niw-an

NI*%RIW°> N197°%2 “nawn aRIwna NIYTw .2

22% 28% 43% 1967

T% 32% 29% 1968

-4% 5% 7% 1969

11% 2% 1% 1970

33% 27% 35% 1971

yXinn

.13% 18% 22% "nip-2a9

T33P YOpUnn .71v el Yopwnb A2327 YW N1UMII0 DR TTIn 0 Y9197 aARI®ND IYOw

N1%32 ID3 7791202 w3191 NIwn @2 DYT3IT°2°7 Yapn ,a3wn nYONN2 h1YIng nR
"n1v310T"7 NR wap» X177 NIOT NpOIN ®Y ON §72DT NI2ID NINAXI INIOTY 3NIDDII
TIPw N12327 DX 9212 XIT AIWA 102 L7IPRT 2107 A NDIDOII NICIN TP AAIAND
71207 7°2 wIDAA LNI2DAN nbap» ARXIND 1Yw Aypwnan po°nY 1003w N1°3IpA NDODINA
1yY°® NX TTI2 "31wn nYUnh2 aypenn 7°2% niwn R102 1% nIypwan pon atiww

+2%190 nxYwNn




NIaAnS 3 nYaan Py BTIa% T3 arna nInnsnn

NARYASY I35 100=5 p3ab1Ta TITIAYT 4K

799790 MYw o - fg vierin ¢
e e o e naan 7aan X n%an
3,07 38 3.4 251 1967
3.50 T 363 2.9 1968
3.50 3.7 3.4 3.4 1969
350 358 4,3 3.4 1970
3475 4,3 4,0 4,0 1971
a°nn
4,20 45,0 43,4 T25% mvang
(2 T 12
nxIwn
3 9,6% 9.2% 5,5% T37°2°7T0
]
RI2227 03240 100=0 395 R0Y DI 99 TI29293%T . +2
114 10.3 8,2 1967
12471 114 ]0.0 1968
'f
12.8 12,0 1250 1969
13.4 1540 12,0 1970
1620 15.0 1550 19Tl
a°nn
189.0 18245 303.0 ni2ann
nxiwn
8.5% 8.2% 4.9% e | B

599 .N1212% mposbl n2vA D11 BPw NIpItn® NY2°LPRITIVI ORNIT 023nh 73772770

71721y7 DR 712@Ra nnp‘r v ,Tl"J?D‘? 737°2°70 "IYP DIANDNA DR 7331231 rya’

NY1°310T NpBIn *T°=YyY1 nava n1v3I» npavn 70 Yy 00Iwd el P73 N1viInd 1D0Dw

yopwa? °92am NI1DDII N1°32 wI2Y 700 TWHR NAWIAY A7IAN2 71022 o7 WOHK NIR

¢1T N®°272 ND11 OO



nianNa1 niaan bSw n°3in% f1170 DInnona

N12°27 n1%23n 100 Y5 8399972 72329 NI19 oN

7°8°%n ayw Sxanan = ‘R n9an
73vh yx1nn [
3,07 Fel 541 T 1967
3,50 6.6 52 Te7 1968
3050 693 5'05 906 1969
3.50 6,7 6.3 10,8 1970
3,75 6.9 6.8 12469 1971
4,20 45,0 43,4 7241 ny%ann 9°nn
2T ETR
.%7nn on°
6.5 6.4 5.ab n117Y
nN1%°39 n1°3» 100 %2% ni1°YR9®w> ni11°%a 73585 n131q .3
21T 1548 21.9 1967
23,1 18.1 26,9 1968
21.9 1942 33,8 1969
2345 21,9 38.0 1970
26,0 254 48 .4 1971
189.0 182.5 303.0 NI2320 °nn
BeTe 12
Nomn ono
T3 T2 6.3 nirab

i
4

7D L,N17107 nPHINY 1320A N1%32 P® NIpivn® nUacpprIT®Y ORNDIN a°3nk niian

MDONY NT2IYA DR 713wna nnpv we ,7%3I2% NI°NAIA DAIANONA NR 73123 0aynd
7DIR NY1231DT npdaa 97°-%Y9 "avA NYvan npibn vT70 Yy Dv3wn ena SIT3 DY cann
0D Y pwa® *%am NI1DDYI N1°3» ©IDAY %A WOHR FAVIAY 712N .7122% 1°0 wLR

17 w292 R0



nYMNTER SYYSYVYY YN RYrad R

noRaTan 2Y%RYYYY oYwas K1ava nvses (Wvyr wmon 7am) Lremex “an

<1967 niw ¥xd

vaxpYy X13% NIJVPY OOPYIYR VIR LNTIDIYI DYP3D RII® nYNNAD TR2

+ 1292 JTeDeR® “3M NIPELXI NOANTEA DYDYV

ApYYNY ,onpYne WNRY 0owadn YT PIIVWR LRI VY INNPDD oTeDR “an

«0%23pN 12

«BY20PN _3%39% PPIA VIRTOYLID 2 OY DIRYNA =D WOAN
TR MMONN 7123 7aah aneny nwawy 1971 woaika
.wnx_tswnb YMos%Y RIAY 73°W0 IpnY aweaty vasdon kY
+TINYR DR ANY 7AAN

nenYYAn @YY *anie ow: "pYhw1vY parw” “an nnid oowan mon vinY

0% BYwad RIAYY 1YY unb porapny nupay

«12% Y3230)%% VI

o1

o2

3

o4

o5

o6

o7

.8

9

Yaion Yxr 902 ovepan (e23v93 1™vy) "wyverer-prie” “am pepay .10

JTUpan nx nIMY veYbnnw

0

21.7.1972




Ll g o N T A B e el e R s Lo Rl B SRR R .

d47 1011 117170 1112733
N3 nan nione

a"%wn 71%pa3 a"y

1972 93993 4

THaaY
>? ;\p ‘} "’"5'1" /-’D

%
/r?? /;)Ir\l"\
e

’?’@(N*/ NPOND 20N

s9ed el

032700 NIT°WY 0218910 YY 0°%7%pp by AT 479930

n1x%na Sv 7avv npivay P02 NPLIY AIVINM NI niavyia n13 nan ni ns
N17°2% 0°I2¥12 v ,707139% noxnan NI°2 2123%1 79792% A1y 9°wans ninipin
«i13707

Nz
0A73219% 0°3122 Yw 7% 172 nx12aph /:é'~ 'joﬁljvwxna 13738 AT PO nIavna

+73¥2 n1¥%nia 1%3pni onvby - D?IAYINT DATIAY 19533

ANWY 7127 N1311931 PO NIPWAL 7737 02311227 noaqn VX VIRXD 13nnpwd
«11219D

INRY 073v%xRwa nvaqn 1ITAIA AP aADIpn 103 910D ANYR 12192 n13Ivas
«©I1ID2T AT 1INV INw

1Nw 0Y313YAw 115 vna «13N%38% 719999 1191 57 03122 790n 17IN13 NRT Oy
207172 13IX 92 - IpoA NI3%wn ,n1733v n1avon 1237 12%3 nvvpn 10n

«237 NYIT Yy nnooin

»1°N73P0ODY N1ID ADT NIYDYD nvANY nin P91 0791720 12 1378 13°%%aw DA
#N1° Ty jupY wbw IRD 311wn

07DXD 138 73 9% 97371a%1 113%3pY 7127 nN2Iwn nx niasabi atwd 1P 139%9
¢13% N231°0 9p03 InbYaav s T1P8WI A27yan nx J2» oa Yapy 171y

¢17%% y71an &Y 2nwYs A3v0m ox N23w J1PRWA NN 7AT2 D799%D 131K

47 71392

iy
127% anIxy
ND131%m2an nI'n6Y n%pan

«1e1

«7T178WA NX ©°°n173 11758 nnYyey N73Y OX N%VI2”D 1T NI13TH AR RIw




VR N3y
13707 N17°% N1a93)

A"%n 9IKa ‘e pabpaqs
1972 “yapas 3 "

2ol el LN

137780 N17°w% urIayin by B2X7%920 Yw ninayn ti97anw

0?wix awvi1bw Yw nipw APPAT 09IV 7°7%% avap TI22% nwpa worann Topas.Ya
¢07%9%003 wawYh par31nqn T?7WT INIR DY923n7

17927 3°%an% noviavq 17X079193%18 pannh NI9%BRA N p172a% 130505 7319nRb
’ i i
«07ID¥I07 Yy onyvt nvn NP?921 ,07%°%Yan nnard TS A5 Sous a1

1°N73130 % yaYang by 1097 N0 AR qpwy ®a ux 1178w n331 nr 112y
+7TI29? INDRNAT Ty 1ma by nY2wsra

«N173233 177 229aY% bni31n3q SRIIPAN 23 993071 ,07%v%08% 1nbws n231%Rwn
«N73%1°n an*a &Y onaqynw 0?9703 DX 029188 D 939R

Nwp2 2% 171 99712 TPNY2 v wpdab ox avynng 17112%1 , 719 xon DIapn np232 nwb
Y3V3 1?190% 13k 0orpq7g s30T N197wY Do Ipvapn by DX 7002 NYT nin

% 23712 ninog DY L,008%Y Bv311%Rwn 1310 IR 79m3% - 9nr Txp @9 1wen
«NY AT 132%wa T oavy ?Y 172vxIv nysn nian

DI7D NR $123pY 131% 2399p sTUYDY A3%7 nanxnann nx noRy nin bys 9 731W TXn
+NIT°0% Bno%3a v39Y). orqevipn ?P 1310730 nyTa nian 704 (722%91p) wenan
«T2¥DY ,DnRv1rpnna onnYxa 77ab s (1101

*y {217pa qapa 18 ,0173) #315n9 pAT . AR EIRNEE S 18 Ay Hanni mavn’
13wp>2 onavYyy +N1°0Y oIy Inn nagna 29231 nwx ! l/,J{(L IR, an
.u’xvfan YT n1In 13%a%p,

7757 YT N an ne. Taq by 7y Bl Gy 1’?&’.1’):‘! ny 2'{’77.)17'1 TH* T2 P»rvonw DWpan T3
3 ’ I
1713y And. 1% An15. %100 282 T37%n

13 1N37n0% 7930919398 Y94 » 7272 pnn n19vnb vown 11RwAw Jwratnd LIRSS
URwUn 1%y 11%Rwa .a%ebuh 1x 1°17 433198 Yw 1a3n by »*uwa? Yoin g
«?R D>772%p 2935 T2 v 1Aty nayawn ?2 71781 0 vorvwD ot Yarph

2 11PRWA TInwq o D2732°Y7 BInd  L,7aby IPNNT P390 niqunb Y3 11%rwa 71p00
«TRYZ N1v7v03 PR NIIN02 0w pin otx Y1

©1327°3 »290% ni13133 by URID 1Y 0971 11w

i R ?/

7
n313/f.{
D272y 2373y Yy niinnn



1377107 N2 N12°%3

9‘(0‘}2' rR A

l il , 180D _“\'\?\-‘T\
\

217y Hn R

RARAN NI37002 PRIP7 20222 1°°13% 12Ww- Ta1yR by YT NNy wpann Jin

«1IVIDA IAIPY ADIRNON NIV X

"3 100

wr Ty amyy
i128NWw

 do o

$DTPI2 192 Tnaba »M2192 2% nN»Iwna 71YRUA NR ®RYAY T@pa® 11290

R RIESE S el [P RN e
2930 1» DRIV ATop3 ApnTIvq Yoo bya | | 2227 1p nEX1Y 37722 vrANK ] |
TRD 129 ATI02 ADTIYT Yo Yya || IRD 1122 n1vann npa bya ||
133 7137031 AnT171 yI2 Yya || 7122 N129n% npa Ypa ] |
NpdOn A%203 aAnT121 y70 Yya | | >I2% 7210 ni1vanr nna bYya ] |
N73731°2 737722 AnT1>1 yIn Yya |:| N733372 a7°02 *xanx | _ >
noyIn 7977222 antiv1 yan Yya | | nOYIn 77702 YRR | &
IRD NOYID AT7D3 ABTI?Y Y2 Yya | | *ang 133°n | l
AT R®132 ay7Y v223a% Y137 v339% |:[ 3 17 RW132 ay7 »23anh 137 23398 |:]
1m0 qwn 21723 NYI9%1 $1397 W10 L9 A712y mi2y? L3
:2"I» 2Im%31 y13dw wan Yya wmam bYMin
?%27 1o nwx1v apaa || ?%2n 1o nxx1 ptrIna Yoy i i
RO A2 Apna || IRD 7121 D1V nna Yya | |
133 anna || 17122 n1voyr nan Yya ||
*I0% 7310 npna || >In%? 7121 nIveys npn Yya ||
nv3113°2 amaa | | n2313°2 79703 Yape ||
noyin anaa |_| noyin a17na Yoy | 2
12123 ap1a |_| ?27y° 33310 | l
AT KR AT Poandan0 xrer | | AT X013 AYT yUanv Y132 razox ||
D22800 S0 7199580 sye L £y W32 7007 od
2230 12 nR¥1° aa1xa w0 || o>wax oy 21nond YHan 1A _ARXIS _nhags.byg ]:I
TR wr || D W3R 0P ATNOAY TIXD A7122 N1 Hya [l
wr || D°VIR DY ITROA? AAT22 nYIn2 Yypa ||
0% wr || 0?W3X Oy 9IN0A% *I2% A31p NP5 Yya ||
W 33w || D2W3% DY IINOAY N231131%32 nY1n2 Yya |_|
AT X332 ay7 p22a? 9130 233w || D?W3IR 0Y I7noa%? nuyis n%i13> Yypa fand
DPW3IR DY ITN0AY A3121 n%137 Yya |
AT B33 AyT yraab 137 vazew ||
1133 B850 .0 w e Bl L R
2937 7» NRX1? AvrLw nYisc Hya I~ 2957 12 DRI PP31298 n%12° bya ]:I
IRD 171122 AvTOW nhIav Yypa |:| TRD A7122 n231298 nvane Yya ||
77121 Av?HY nYi13v Yya | | 71132 n233198 n%13° Yya | |
*In% 71210 Avrsw nhi1nv bYya || IPY? 7270 N731298 n%13° bYya ||
N?31372 Av?aw nYi13> Yya | | 02317323 n233a9x n%133 Yya |_|
noyIn Av25v n%13° Ypa | | nByIn n°3127x n%137 Yya ||
12101 Av2ew n%137 HYya | | 3103 n231a92 nb13v bya | |

T K132 Ayy p2an? %137 23390 | | RT RP132 AvT v2ap% Yiy

22 IIPR

||




P07RANT OYIIpHNT IR XYY vrixnn Y'ig »n1an avcn Y% LD
«IDIWNDT NXIVZI X RBI 120 {790 Ya3
%19 2339x] | i ' . W'
ny1 yran® nYRND avxnp | BIRND n2Rns i
1T Rw132 Pno2 TIRD In1va
07721 ?» nipr*n 23%punYy .
iR T TR 0y . SR
N11X¥ NI712y 02WI190 0 T 2penYy .2
PP 0¥ 27 Yana powpn D °T2pBN% .9
$0°90AX 0%1°2pany .n
D
1
; ‘ i |
ni*» %y wal nn°w 9In »INTI3Y 2701 7219t P» n*%%57 AnaYn nR nny wpann 37 o7
«B77NI°DA N737173X1 N111WA A2 NIW?9TY% 1npRNA
» T1?RW2 21072 2%9% 183 2% qug - nonb BYTIAI?D - N13130 1N DIAWD QIDIP LR
oD% DN22 TA1PA NN JPAYRY ADIA yONIR D9D NIV
2177PBN OR T2IPA RV 72 97990 DR )7L N0 i Txos yDI120% K"
.(nnx nxawma x 23 1p0)
¢INT72 ¥II2 IRIKI 1T7pun nx wYun Taivn | |
+¥172 7HIRI 1TIPHN MR ®YHD T2A190 [ |
«M?IPY 97 771X INTI12Y DR AVIY T3190 | |
«M2IP? 2T §i7I¥2 BonyY 11rpun 0w whan T11vn | |
«NPTH D AA23ID 1971%2 177pHN DN YIan Taivn [ |
«1270 171X2 172pBN N wYnn Ta1yn l |
«TRD D210 A71%2°17°pON DR ¥xan Taiyn | & |
2727 I» ®X1> 1DIR2 177pDN N wbnn Ta1ya fr )
77 xRN nw nnenn




4 929%
1272 apax® ‘aa

A131°n20 NI°n? NYiaIn
nITTION NANY N33l

e 70 B R e LA ) 178p 2197




a"%wn 31°03 “no
1972 »xpa 31

.5@6//; 5

IO AT

BYUYNNY nonn TIvR
o>%w19°

:TMIND

:7avn

*YYhan 5n:nn“<::

YnYwnann DN 30TR2 'RYD NNYDDY AvYIN snRD

22°n%wan 1°219 kYD NprIa 27173

*RY2 nY0 Yy cnaw vxn n"iy 9% 0owcan 1330 13.9.71 012 *13nY oxnnma
«72 *R2 {102 ND*%NODT ABIPNA B ONYUDAR 7232100

gY3onn npoTa

$y0pYTD DYI0NDA IPTAIN PN AT nIPhA

108 m71ann jonp ,3 ®"n Ym1 = 3%°3x %n

TIinna

a"p 4,394,524
" 4,3969526
" 9,002
n

2,189
" 4,191

1 nana - o*%wi9Y tinoa
9°2UNN - yaw IX2 TINRa
NIt NaoY - a9 YInna

$yapvTo 1o maxxaInn

(2343.72 p7a3) 2°a% Sn = 3 x"n Ym jonn  (x

o mbun 24-» 3210 JOonIN
0%331p% 2003

3Ty

APYTAN 01°%2 ROIK 'RYD
a1y oo

0,022@ I 4TIYAY 0TI 7 yxInna jomIR Id0n

a"p 245398,369

" 24,384,757
" 13,612
5,680

" 7,932

(2343472 p721) 2228 %n ~ 108 miann jomn (a2

pomibun 21=p D10 0NN
0*31pY q0m

vhen

Tp*Ian B1va jonpa YRYD
| MneY

0.032@ A2 90INT 0YeTIn 3 YRIiana jomIK D100

2/e

(1

gy

906 AR



—,‘lz s

(1844.72 p723) m2%wi1v 1 nasa jomn (2

a"p 38,800,508 o*niYen 59=p D10 jomIR
" 38,639,719 0%31p? 2003
. 160,789 Labh
B n71pan oy1°a jompa YRYD
- 131,199 10In

0+338% n11p a0INAY DOwIR 5 yrinoa jomIR 92100

(273,72 p133) yav axa - 9%awmn jomp (7

a"p 20,002,795 ponibwn 50=n 1210 JOmMIN
" 20,005,158 o*31pY poni
. 2,363 71y
" 4,009 n71p*an n1va jonna YRV
E 6,372 Ty a"o

0032% nr1an §TIyaY 0°wTIn 7 YXIana JOMIR 72107

(1845.72 p7a3) am°n - mtp naav yomd (a

a"p 1,689,456 o nIbwn 4= 9310 JONIR
" 1,692,485 0°31p% 7023
. 3,029 Ty

0:179% m1vmn aTivny wrIin 11 yzinna jomix a910a

B230m»2 MIpan I vad

nane oYwnen 'f*'l’
TPIRD(DYTINRI| IR W0OIN NN |[yxI12d FI0NR 1on2a TIinn
ap2an (#)a19] 97y | 9own | niomixw |ovwn| w | -»
2343¢72| 064095| +4,191| 5,608| 1,417| 4,394,524| 7 |3/72%/70| 3 x"n Yma 2%ax n
23.3.72| 0.032] 7,932| 219| 8,151]|24,398,369| 3 |3/72|¥71| 108 anvann| "

18.4.73| 0.338| 131,199/|27,877|159,076|38,800,508| 5 |4/72}a/70| 1 naon|  oovers
27.3.72| 0.032| + 6,372] 7,607| 1,235|20,002,795| 7 |3/72W4/74 vawon|  paw ama
1805,72] 00179] + 3,029| 3,029] —4| 1,689,456] 11 |5/7d3/71] mrn naon| anon

| 1 125,539|44,340|169,879]89,285,652] aE "o

TOND2 ¢ 7VP NTIVI 223 DYi0nn 3=-1 Awyal *9nv30n KI1a 0°%w1n° 1 naoaa TaYs ovionns Y53 10InN
70MaRw 9307 Yapna 1p0 1 nMana 172 NRY 40634% o011aa0 710 131 93°3 T RIA 00T BY9PI1%3 DA
«MYTDY mM%wn Y5 Yw IRIING DR PI7T2 0IVAY 500 UDR OX NIDHEN YVA2 66 BOIAIKD Ynn 171 &’Y
«66 PO IR=D YN o ImIYwan Yo» ®YX NIIINKT DYINIT YU a'mibwans Ath “0ina 7°8% 71991

$7opYa> YpTa3w 0Y2In3Y oxnna avaY azna Y38 %3000 nx Yap3 ox
0.08% p*11000 a"p 304523 0nn a"p 38,1264150 jomix 3/70 - 8/66-»

04338% " " 131,199 " __" 38,800,508 " 4/72 = 4/70-»
0621% " "161,722 M " 76,926,658 "o

#127_ 1073w N12°071 DRI _OIRINA DX PITa? w3 Y231y Yy» #3903 RI1T 00T o7 MIpa2 ba

3/e



o 3onp npaia ncaan (2
1pe 2 naany oevanoan o RYIwE 22023 msnnwna 19.11,71 0122 aapnnw aweana

1PT231 13PN AUYDY .0%30m2 15=D NIWA 10 WYY ,0%°30m2 9 KD [0 IY JpII? OO0
v 130YyTY L19I0 Y@ oxYaa YITa Yaa ppIRY AT AWAR R NYa DRY Dryomp 5 p0
1P17% [O7Y MWARW D2 02I0N23 AT%0RNY AY3PN 713IDNA PP L,07IDXDA DX MIWY?
«N*32nY oxXnn2 T0Inn NR piTabY orlonnn nR

mans Ywon (3
NX TOTY 2°aR YNY A9 TIHDA DYOno2n 2'h1vwY T1 9222313 wIYIRN2 AN aUywm

«07TI503 IR A%°a7 771%2 0922%) br30ompa 7021w v (Mmo2a 47-9) niswpn maancn ¥o

«1PRT N1IvPpa NINTA YD BY2D 1723 ITDIN IKIN2D 0 TY

27732

o/ /e T2

/.
vwiwi<§x o* 1o012 “n

snbwpnn non YT 2% ‘2 o ipnyn
Twan aen yravuey ‘v
FDNTHY 7IAOR DTN
no°%win%a *YYan awna novh Y213°T
2%aRk Yna *YYon awnn nowv Yoo W
*n%380 pIaDN

P")/FON’D G/ _'/,')G/J



2%aR Yn = 3 a%ax Yn Y»3 jomp

1210 172100
i a"pa oowanal a"o a"pa nminon i
Iny| 10in|oven| mcon| abap nYapniw

| | 52| 18] 7/70] 1/69] 18,872 1816 01172
| 614] -l 19| 3/11| 8/69] 745,198| 1971 YRD01P
| 2| -l 11| 7/70| 8/69| 381,105| 1977 ARER
| 124] | 9| 7/70] 10/68)] 49,017| 2002 »xn01p
| 530] | 18] 4/71] 11/69] 732,978| 2025 1o
| 2| | 8| 7/m| 1/70] 12,170| 2053| a1
| 350] | 6| 8/70] 2/70| 10,347| 2075 M3
| 70| | 5| 8/10] 3/70| 5,101 2079 X
| - | 5| 8/10| 3/70| 5,364| 2082 70K
| 178] | 3] 8&/70] 5/70| 13,035 2114 " 92
| 33| | 7] 2/m| 17/70| 63,056 2150 mw
| 481] | | 8/10| 8/70| 11,709 2161 B1290EYx
| 832 | 5| s/11| 12/70| 339,438| 2235 XDRO 1D
| 260] | 3] /| 4/m) 29,159| 2280 XBBD 1D
| | 316] 8| 3/72| /7] 197,436] 2334 730708
| 115] | 7] 3/12| &/ 291,986| 2358 a%3n3
| 622] | 14| 8/71] e/70| 279,268 1561 P1TY0
l | 765 14| 8/71] /70| 38,496 1566 pIx0
| | 8] 2| 1/72| 11/71] 81,686| 2387 PP
l | 119] 4] 3/72] 11/71] 263,411| 2388 avain
l | 19l 3] 3/72] 12/71] 146,074 2399 %303
| 1] | 3| 3/12] 12/71] 78,795| 2406 A%
| 387] | 2| 3/12| 1/72] 229,761| 2427 AR
I 4] L1l 3/72| 2/72| 371,062 2429 avana
| 5,608] 1,417] 7| I | 4,394,524 "o
1_1111.7_!. l I ‘ I l 2010 nIEy

g,oggﬁl 4,121[ I ‘ | | | 771y nane




i S e IR

2%ax Yn =~ 108 mmrann jono

210
|___a"pa oownan| a"o 1IN a"pa manan
BLIER mg’mn avron|  nvap avapniv i
| | 1,392 5| &/71] 3/71] 2,310,038] 2280 XBDDID
| | 93] 2| e/m1| 4/711| 752,541| 2287 TynK
| | 19| 4| s/m1| 4/m1] 1,944,579 2290 71072 axp
naas | | 101 6| 1/11| 5/1] 962,321| 2305| 0%31%
vava| | 2,112] 6] 11/m1| s/m| 1,579,837] 2305 02312
| | 44| 2] &m| e/11| 1,288,84| 2312 92p3T
| 84| - 2| 87| e/m1| 1,909,825| 2321 oK)
| 59| - 1] &m| v/n| 274,040| 2334 737009971
| 22| - 1| &/m| /| 426,000 1971 a1ny
I | s47] 7| 3/72| 8/71| 1,966,932| 2354 prp
| | & 2| 1/m] on| 370,993 2360 avam
I | 903] 6| 3/72] 9/m| 3,409,927| 2366 2173712
| | a5 1] /| 10/71| 159,699| 2370 a%3n3
| 17| - =] 10/71] 10/71| 71,100| 2388 3953
| | 43] =] /11| 1/71] 460,150| 2385 A%
| | 152] 4] 3/72] 11/11|  3,992,206] 2387| PP
| 29| | 2| /72| /71| 247,600| 2388 AMIK
| 8| - 1] /72| 12/%1| 224,150| 2406 avanl
| | 1,002 3] 3/72| 1/72] 721,127| 2427 av IR
| | 69| 1] 3/72| 2/72| 630,735| 2429 avama
I | s88] 1] 3/72| 2/72] 695,705 2438 Avna
219| 8,151 3| I | 24,398,369| a"o
l |__219] | | I l 771y nano
040323 1 7,932] l | | l I T0In mne




*Hwin? 1 pasn jonn

"pa oowhan o"no wIn avapniv nipon
‘ " NYIRD oW
a1y | aon 2wIn avvop | avap a"pa

| 392| 5 6/70| 1/70| 1,849,863 2053 2101

868 | - | 5 6/70| 1/70| 1,111,717 2073 a1s

| 957| 4| 5/70| 1/70| 511,062| 2075 M3

| 2,604 4] 6/70| 2/70| 1,294,689 2079 YK

719 -| 4| 6/70| 2/70| 771,259 2082 7908

| 897| 71 10/70| 2/70| 762,432] 2100 DIV IDYp

| 1,952] 6]  10/70| 4/70| 931,195| 210} 1799

| 1,952] 6] 10/70| 4/70| 931,195| 2103 175917

| 408| 6|  10/70| 4/70| 810,801| 2102 " 12

| 1,181] 1] 6/70| 5/70| 732,849 2114 %0 192
10,800| -| 4| 9/70| 5/70| 469,445 2123] aT173
2,048| | 3 8/70| 5/70| 187,972 2129  ov1en
| 346 | 4| 10/70] 6/70| 733,862] 2145 B1v12%p

854| | 20| 3/72| 7/70| 509,685] 2150 A

I 247| 6| 1/71| 7/70| 66,416 2152 M1

| 1,221] 20| 3.72| 7/70| 649,686 2155 1913 na

| 1,546] 2| 9/70| 7/70| 841,753] 2161  oyvqwoux

| 286 4| 12/70| 8/70] 342,326  2169| 17%0 na

| 7,720] 20  4/72| 8/70| 1,090,550 2178  oy*qeobx

| 878| 4| 1/71| 9/70] 624,291 2185 012199

565 5] 2.71] 9/70| 207,469 2192 81192

| 38| 2|  12/70]  10/70| 181,045| 2206 1051%p

| 5,139 13 1/n|  10/70] 1,467,912 2214 nv10
6,123| -| 16] 3/72|  11/70| 1,155,351] 2220 1317
| 1,525] 6| 5.71)  11/70| 869,410| 2224 o112

| 538 2| /711 11/70| 892,728] 2232 Ty0R

| 1,348] 1) /11 12/70| 349,427| 2235 A5w0 1D
1,439] 6 8/71| 2/1| 127,104| 2002 mo1p




.
PR B O T N O O R e
| 491| 5] 7/71| 2/71| 87,191 2079 avx
75| | | 2m| 2| 28,425| 2082 —
| 20| | 2/71| 2/7| 13,020 2145| 01vID7p
| 806 | 5] 7471 | 2/71| 112,598| k22985 ©1°113 o>
| 2,044| 8| 10/71| 2/11| 541,987| 2189 YonoYp
l 562| 3] 5/71| 2/1| 469,262| 2200 1o9n
| 13| 3/72| 2/71| 2/71| 379,962] 2212 prvisiaimx
| 1,21 8| 10/71] 2/7| 332,593] 2182 "RIDK
| 809| 13| 4/72| 3/71] 1,610,453| 2280 790010
| 2,713] 71 10/71) 3/71) 880,210| 2287 T9oR
| 1,802] 6] 10/71] 4/71| 408,274| 2292 7w pp
| 4,718] 8| 1/72| 5/71| 1,306,802| 2305 0¥31%
I 519| 5]  10/7| 5/71| 101,335| #2312 yeapanit on
| 3,008] 1) %/7| 6/71| 1,126,133| 2321 K3
| 741 | 4  1/n| 7/71] 264,377| 2334  130919Im
5162 -| 7 3/72| 8/71| ,007,088|  2354| prap
| 5,771] 3] 1/n| 8/71| 573,099 2355 Avana
| 6,874 4| 1/72| 9/1| 689,350| 2360 avana
| 2,763] 6| 3/72| 9/71| 891,828| 2366  ©i1*a71va
| 1,810] 4| 2/72|  10/72] 115,501 2370 av1na
| 4,226] 4| 2/72|  10/71| 649,213 2384 399
| 4,513] 4| 2/72|  10/71| 866,500] 2385 A0
| 4,768] 4| 3/72|  11/71] 970,905 2388 A%
| 3,162] 4]  3/12)  1/n| 805,405| 2394  oiomen
| 5,989] 4| a/12|  12/71| 612,789 2399 %303
|  6,784] 4 4/72]  12/71| 669,734] 2406 A%l
| 3,183] 4| a/12|  12/71| 295,533] 2405  oixeomix



" 2

8 B T g e, P mumnoe
| 6,613] 3] 4/72| 1/72| 900,950| 2427 X *ax
| 3,546] 2| 4/72| 2/72| 1,042,146| 2429 A%3n3
| 35,727 2| 4/72| 2/72] 877,227| 2433 avama
| 5,568] - 4/72| 4/72| 498,867| 2442 X *ax
| 7,052] - 4/72| 4/72| 129,852 2443 a%an3

27,877| 159,076| l | | 38,800,508 | 2"m0
—21.877 571y nins
0.338% 131,199 10 nano

e



Paw IR2 = PAW IKI V22UDN jOND

e - i
maga = L;an PR —sspl > Pa i’é’%’:‘: P nn, oW
| | 2] 15| e/70| 3/69| 91,990| 1764 ThoK
| | 1] 15| e/10] 3/69| 4,825 1786 CRRRETRT
I | 92| 5| 4/70| 11/69]  T18,836| 2025 1o
| | 13] 3| 4/10] 1/70| 393,028| 2075 M3
| | 22| 2| 4/70] 2/70| 455,289| 2079 vk
| | 8| 2| 4/10| 2/70| 456,380 2082 7908
l | 5] < 4/10] 4/70| 347,634| 2103 18937
| | 237] 22| 11/70] 1/69] 2,898,702 1461 66 na1o
| | 22| 18] 10/71| 4/69)| 647,100| 1722| 68 aviny
| | 71 7| /10| 11/69] 210,552 1934 69 nviny
| | 371 5] 10/%] 5/70] 538,199 2114 ' 13
I | 9] 5| 10/70] 5/70]  230,506| 2129 ©%11031
| | = 1] /70| e/70| 131,044| 2003 noYs
l | 7] 4| 10/70| 6/70| 353,461| 2145 DI IDp
l | 9] 4] 10/70| 6/70| 286,575| 2155 1912 m
| | 1| 3] 7/11] e/70] 25,962| 2136| 70 avioy
| 13 < 5| 12/70| /70| 374,502| 2150 Mo
l | 2| 3] 10/70] 7/70| 330,315| 2152 STER
| | 4 3| 10/70| 7/70| 258,134| 2161 01 vaYK
| | 4] 2] 10/70] 8/70| 292,803| 2169 170 na
| | 15| 1] 10/70] 9/70] 353,058| 2178 0127098
| | 6] 1| 10/70] 9/70| 49,980| 2192 ®11193
| | 3] =] 10/70] 10/70] 182,086 2206 1099%p
| 33| -] 2| 12/70] 10/70] 504,799 2214 9910
[1,916] | 4] 3/11] 11/70| 562,530| 2220 1397
I | 39| 8] /11| 11/70| 406,480 2224 o113
| | 19 8] 7/m| 11/70] 368,816| 2232 Ty
| | 54| 7| 7/11| 12/70] 452,419| 2236 XBODID
| | 280 7| &m| /1] 428,95| 961 63/64 navo

2/




e

S R boh) a"o wIIn a"pa ninan sih T
911y | voinjorwin| mvon| ava avapniw ki

| 280] -] 12| 2/72| 2/m| 125,747| 1298 68 nato
| | 32| 4] m/n| 3yn| 577,461| 2280 X5V012
| | 25| 4] 7/m1| 3yn| 318,129| 2287 To0%
| 243] =] 10| 2/72] 4/m| 484,987| 2292 71073 sxp
| | 8] 8 /72| s/7| 261,884| 2305 27 o231
| | 33| 8] /72| s5/11| 498,804| 2305 ov2 073192
] | 4] 8] /12| s/ 620,693 2312 ADpInIT
l | e1] 1] 7/n| e/n| 512,136 2321 DRYR3
| | 3] < /| /1| 153,801| 2334 73090571
I | ol 4| 1/72| 9o/n| 508,467{ 2360| A%
| | 10| 3] 1/72] 10/71| 501,638| 2370 %303
| | el 3] 1/72] 10/01] 469,879| 2384 23990
| 1110| | 4] 3/72) 11/n] 416,833| 2385 A
| | 8] 2| 1/72] 11/71| 151,614| 2387 PP
| 192] | 3| 2/72) 11/71] 410,256| 2388 AR
| | 10| 1] 1/72] 12/11] 436,878 2399 avan:
| n40] | 3] 3/72| 12/71] 329,832| 2406 avm
| 1 22| 2| 2/72| 12/71] 75,736| 1154| 64 nato
| 1104] | 2| 3/72| /72| 393,289| 2427 aMK
| 138] < | 2/72] 2/72]  170,749| 2429 A%3n3
|a2z] -] 1] 3/72| 2/72| 229,045| 2433 Avma
| 7607] 1235] *7| l | 20,002,795 "o

Lazssl - 4~ 7] | l %, vt ) 201 nns

0+032%| 6372] | | | | l 571y pane

v 100%

-



a9%n = NATH NAd" jonan

a7y [M0In

"o

DY*wIn

a"pa nmwnom

Iﬂﬂ’DDI n2ap

q11y0.179%l3,029|

14| 5/72| 3/71|
13| 5/72| 4/11|
12| 5/72| 5/11]
|_sr7l =] sz6| 5/72|11/71|___256,225]

*12| | 1,689,456|

2273
2290
2306
2394




=
P T T Rl T Y- AN

1972 Yyazxa 18

i \T
//i] | JINDAN W WY ,NT o3 v/t Y &

IR TIWD ,YYVIN YRIE,TIDAR oR D
mYLYRAY INSBH IIED ,0YYIA YRIDA L3V W3 W

2 sYYon Yaon ¢ nxé

PNANDERD NIIYINI NYYAYD nY%erp o%NY3 ¢ jATan

/\[‘C3L55 139019955 §7YA Y23Y MIYET 3INIFAR ,ATIAVR AVIVNEA RANINABRNG MIBPPD o1

I ©YpYDOD DA TRM TIA3RY o%2YWPA SYYRIIA DR PINaY qNEn v3ab pYrw yaohnay

, LCNIITY R EAvYy §YOInY VP

.

DENNSY ,¥39353 IRV AVRIDET HNVIWD-]3 iy YTy PRIy HDYIA YD POID IR o2

oeaua %333 D3 GRIYAY O JRA3 33SVIPITY.

t 1YY nIYEUY LIRYA 13 ,hNFT RaY JI0IN AN o3

7a39%n Y33 0OYa%3 DIYYSS AP URID yI3ph ©Uv owa (»)
0933970 DALY HHONIDIN PIA0LA AR VI 1o avex (3)

sNYY393 NIVYDY RITION Yy DLEYY TRID FI'B AYTLSA YIWD INLAY PR ()
7asiens TR BEP3 Y0y niTaand jaw vah

BINIIVEF An By navnenw s4y3) mysana aviys Yy nped 1l gepa% we oua (v)
?(nivarps VyEn

RILYINA MR ,1¥33) RYPIR mIATINA Yy NpLY NED v mispon peeay a3 (n)
OApIPR YRIN LERIVIA ,ONY DARTY BIpEA VI3 Y7 GRISINI NIIEMAD LAIND
2{oayIep

qUIW RIPYEY LRINALRD RIINIRI nI*YaYs aaviyn 713anY PIap nwo opa vea (%)
7%yDY PRI ADMT VR LD o Tnsayay anvhyy

(5]




PI3°353 BOYFIEA BYSIRY NITAN STHADY 13YE DITITIA STIMB NITY NN AW o4

—~

MIFPIST NOT RN NRTIP DOVON RO LOTIAIK SmpY YV Vel Yunvny ,RINASRD

oTNZPN 01D

0393933 v13%0 Y 03% WIIR S5R U Y7D3Ze YAV DIPIA YOI 3 yyIn vm .5"‘ P
«YIBKA QPRI ;

RERER

YIS °3TW

TING Yo ¢ pnyn




