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In this insightful book, Aaron Klieman documents why 
the Israeli government’s purposeful encouragement 
of its international arms business is viewed as a 
reasonable risk in an unreasonable world. 

For Israel, security has forever been the essential 
mission. With this moral imperative—and wary of éter- 
nal dependence on the United States and friendly 
European nations—beleaguered Israel embarked on 
an unprecedented program to build a self-reliant ar- 
maments industry. With professional competence, na- 
tional zeal, modern technology and strong govern- 
ment support, this production base quickly became 
a major element of the Israeli economy. The Israeli 
defense industry now accounts for 25% of industry 
exports and over 50% of the manufactured weapons 
are sold abroad. 

How did arms sales become the single unchal- 
lenged foreign policy of Israel? The author reveals how 
rampant inflation, the need for hard currency and the 
leadership of successive pro-military governments 
directed Israel toward an unparalleled arms sales pro- 
gram. National leaders recognized that economic 
necessity compelled Israel to engage in “mankind’s 
most continuing good business.” 

Once Israel chose to enter this international area 
where trade contends with ethics, its national strategic 
commitment to international arms sales caused a 
diplomatic backlash among both its friends and 
enemies. The United States occasionally vetoed 
Israel’s sales of items, such as aircraft, that contained 
U.S. parts, and trade that seemed morally reprehen- 
sive to Western European nations brought on minor 
reprisals. 

Most importantly, nearby Arab nations quickly in- 
creased their military strength in response to Israel’s 
expanding production capabilities, and also protested 
vehemently to the United States and other nations for 
not taking financial and diplomatic measures to cur- 
tail Israel’s industrial arms growth. 

Despite such concerns, Israel continues to com- 
pete fiercely to become the main weapons merchant 
to many undeveloped countries, including ‘‘the 
pariahs of the Third World’—those nations that are 
viewed unfavorably by the international community. 

(continued on back flap) 
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To Aliza Miriam and her generation 

May they yet live in an Israel at peace with itself and 
with its environment —free at last to confirm the prophetic motive 

behind Israeli exports: 

“from Zion shall go forth the Torah and its teachings” 

(Isaiah 2:3) 
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PREFACE 

At the end of May, 1983, arms experts and procurement agents attending the 
Paris International Air Show made a special point of Visiting the Israeli pa- 
vilion. Attracting their attention were the products of over twenty industrial 
firms from Israel specializing in aircraft construction and defense equipment 
and ranging from missiles and sophisticated electronics to the designs for the 
Lavi, a fighter plane scheduled for production at the close of the present dec- 
ade. A similar scene took place at the other end of the globe during the Asia 

Aerospace ’84 exhibition held in Singapore in January, 1984. Military hard- 

ware put on display by Israeli manufacturers again aroused a good deal of 

professional interest at Asia’s biggest civilian and military air show. 

Why this almost inordinate worldwide interest in the military offerings of 

so small and economically troubled a Third World country? The question is 

especially relevant when one considers that Israel and its policies have been 

so roundly condemned by large segments of the international community since 

1967 and that conventional arms are so readily available in such abundance 

and variety from any number of alternative sources. 

Surely part of the answer owes to the cynical nature of contemporary world 

politics and of weapons traffic in particular. The mere absence of normal- 

ized diplomatic ties with Israel is not allowed to stand in the way of a useful 

arms supply relationship. The rest of the answer lies in Israel’s reputation of 

late as a serious competitor in the exceptionally competitive area of interna- 

tional weapons transfers. Both at Paris and in Singapore visitors to the Is- 

raeli booths sought to learn firsthand about the latest technological innova- 

tions and refinements developed for the Israel Defense Force (IDF) or being 

made available, perhaps for the first time, on the open international market. 

Despite Israel’s reputation and significance as one of the growing number 

of non-Western, industrializing nations now active in arms export programs 

of their own, its weapons trade diplomacy has yet to be analyzed either in 

Israel or abroad. Only sketchy treatments have been done, for example, of 

the local defense industry. Even worse, media coverage tends to speculate on 

single arms transactions at the expense of the more basic patterns and endur- 

ing relationships fostered by Israel. Much of what reaches print is exaggerated 

ix 
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and out of proportion, oftentimes intentionally so, to make Israeli arms 

sales appear far greater than they are in reality. Conversely, the figures may 

be adjusted downward in order to draw away attention by presenting arms 

shipments as marginal in global terms to the point of being inconsequential. 

The present study, in striving for balance, begins by offering three primary 

explanations for the Israeli emphasis on defense sales: (a) political incentives, 

(b) security motives, and (c) economic, commercial, and trade benefits. Their 

interlocking perspectives constitute a powerful argument for utilizing military 

exports on behalf of what Israelis and their leaders see and define as the vital 
national interest. The implications for Israel of achieving world stature as a 

supplier of quality military products are then analyzed at two levels: inter- 

nal and external. The first employs a policymaking perspective in address- 

ing the following four sets of questions: What specific motives compel Israel 

to maintain an arms transfer program at once so ambitious, so potentially 

controversial, and at times risky? How is arms policy formulated, and how 

are specific sales decisions made? What provisions and procedures are there 

for debating, approving, and then implementing such decisions? In particu- 

lar, how influential are the defense establishment and the local arms industry 

in the policymaking process? 

At the external level, who are Israel’s clients—by region and country — 

and what items in Israel’s armory have raised it in the last decade to the status 

of a prominent arms supplier, rivaling Brazil as a Third World producer and 

ranked among the leading world exporters? Arms transfers are generally re- 

garded as one point where trade, security, and foreign policy converge. What 

types of problems might arise, however, should any of these several consid- 

erations threaten either to contradict each other or to come at each other’s 
expense? Since bureaucratic and public enthusiasm for existing policy is sus- 
tained by the positive incentives as well as successes already achieved in the 
field of competitive arms sales, a balanced perspective requires ase what 
the limits might be on further growth. 

In introducing this study of Israel’s arms export diplomacy, two research 
problems are worth mentioning at the outset. One is methodological, the other 
attitudinal. The first is that of accessibility, and it concerns (a) available pub- 
lic sources on weapons transfers and (b) their reliability. Most governments 
are reluctant to divulge statistics on weapons flow, costs, utility, and exports; 
as a result, arms trade statistics as a rule are notorious for being imprecise 
and open to interpretation. Aggregate data compiled by such reputable agen- 
cies engaged in monitoring the international flow of weapons as the U.S. 
Arms Control and Disarmament Agency (ACDA), the Stockholm Interna- 
tional Peace Research Institute (SIPRI), or the London-based International 
Institute for Strategic Studies (IISS) often reveal fairly wide discrepancies and 
therefore must be used with caution. 

If anything the problem of obtaining accurate data is compounded in the 



PREFACE xi 

case of Israel. Many aspects of Israeli foreign policy have always tended to 

be kept highly classified because of their sensitive nature and importance for 

national security. Nowhere is this more obvious than in the military assist- 

ance program as a whole, and in weapons transfers specifically. Hence im- 

portant documentation simply is not available for publication, including ma- 

terial which might make the argument for Israeli arms sales more convincing. 

Although freely speculated upon in the daily press, arms transfers pledged 

or delivered by Israel invariably remain unconfirmed by government spokes- 

men. Silence is maintained in part owing to possible implications for Israel’s 

own interests, but also in deference to the sensitivities of purchasing coun- 

tries. Hence, as a rule this entire category of weapons transactions is purposely 

hidden in annual economic reports and intentionally subsumed in trade sta- 

tistics as general commercial sales. Yet a great deal of information which can 

be corroborated is published in such detail that little doubt remains as to its 

accuracy. Our sources, which we cite, are all public and unclassified. Simi- 

larly, an effort has been made to use reports published abroad with consid- 

erable care and discrimination. 

The scarcity of official data also means that unofficial estimates of Israeli 

sales volume reflect wide disparities. An accurate accounting as to the pre- 

cise magnitude of Israel’s weapons sales is therefore impossible. Exact fig- 

ures, however, are not critical for purposes of this study nor central to our 

argument. The focus here is weighted toward the political and diplomatic di- 

mension of supplying arms. Our interest lies in the outlines of the policy and 

in the larger issues posed by the heavy investment, monetary and otherwise, 

in marketing defense items abroad. This is as much a study of Israeli foreign 

relations as it is of Israeli arms trading. The arms may be conventional, where- 

as oftentimes the diplomacy involved in making their sale and transfer possible 

is highly unconventional. 

A second, not unrelated problem is the subject’s extreme sensitivity. Any 

reference, scholarly or otherwise, to Israel as arms merchant is certain to touch 

a raw nerve in Israeli society due to its implications for the moral standards 

of Judaism, for Zionist ideology, and for the national self-image. Similarly, 

one encounters the reticence of government officials to discuss so politically 

sensitive an area of national policy admittedly best conducted under condi- 

tions of utmost discretion. 

Nevertheless, two overriding considerations prompt this enquiry. In the first 

instance, Israeli reticence in discussing at least the broader outlines of the 

country’s military assistance and foreign defense sales program seems mis- 

placed. In expanding its diversified military export campaign Israel does not 

50 much violate or deviate from contemporary international norms as reaf- 

firm them. Our attention has been drawn to one of the present realities of 

world politics — that “never before has the supply of arms been as important 

an instrument of diplomacy as it is today.” (Stephanie G. Neuman and Robert 
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E. Harkavy, eds., Arms Transfers in the Modern World, New York: Praeger, 

1979, p. v). The major difference between Israel and other suppliers lies per- 

haps in the heavy constraints experienced by a small state which, in addition, 

is engaged in a protracted struggle for survival and still finds itself threat- 

ened with international ostracism. On the other hand, Israel has found —at 

least until now—that smallness also affords a somewhat greater degree of 

maneuverability within the world market for conventional arms. In either 

event it has been observed that “far more than an economic occurrence, a 

military relationship, or an arms control challenge—arms sales are foreign 

policy writ large.” (Andrew J. Pierre, “Arms Sales: The New Diplomacy,” 

Foreign Affairs, 60, Winter 1981/1982, pp. 266-267.) This rings especially 

true for Israel. 

Secondly, precisely because it is “foreign policy writ large,” weapons sales 

activity belongs in the public domain — not necessarily the specific modalities 

and details of each transaction, but most definitely the general principles and 

basic premises underlying such a diplomacy. In Israel’s open and democratic 

society such a discussion, nearing the end of a decade of intensive arms pro- 

motion abroad, is both healthy and timely. 
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SWORDS BEFORE PLOWSHARES 

Force majeure —circumstance far more than choice — casts Israel in the peren- 
nial role of weapons consumer. Ever since attaining sovereign independence 
in 1948, arms procurement at constantly higher levels of sophistication has 
remained a principal theme of both Israeli military preparedness and inter- 
national statecraft. It is therefore fairly well documented. In the last decade 
military assistance from the United States has become the subject of consid- 

erable commentary, particularly the possible implications of a disproportion- 

ate reliance upon a single source of supply.! Little is known by comparison 

about the reverse side of the arms transfer relationship: Israel as merchant 
of arms.’ 

That annual sales at the beginning of this decade were acknowledged to 

have approached the one billion dollar mark is in itself sufficient testimony 

as to the formidable nature of the Israeli trade in weapons and military equip- 

ment. The importance of such figures is far greater still in Israeli terms, for 

defense sales could account for something like one-fourth of the country’s 

industrial exports as of 1984-1985. 

When pieced together, the available evidence strongly suggests that such 

sales, which are themselves part of a broader military assistance program, 

today represent a central component of Israel’s external relations, defense 

posture, and foreign trade. This prominence, in turn, reflects: (a) approval 

in principle for arms transactions upheld by successive leaders of the coun- 

try from Prime Minister David Ben-Gurion to the incumbent prime minister 

and cabinet, (b) a tremendous infusion of national resources into the indige- 

nous military industries, (c) an energetic quest for new and additional outlets 

for Israeli defense products. Barring any unforeseen sharp reversal of policy, 

the manufacture and transfer of Israeli arms can be expected to figure prom- 

inently in the search for security, economic viability, and also as an independ- 

ent course of diplomacy for the remainder of this decade and, indeed, well 

into the 1990s. By the same token were Israeli defense marketing strategies 

to fail, the impact of so sharp and sudden a reversal would be felt profound- 

ly in each of these three vital areas. In short, the export of defense-related 

products has become far more than simply the tactical expedient of any single 

1 



2 ISRAEL’S GLOBAL REACH 

government or coalition; arms transfers in the 1980s are a strategic national 

commitment for Israel. 
This statement, although shocking to some who would demand that Israel 

transcend, if not sacrifice, the “national interest” in serving as a “light unto 

the nations,” nevertheless offers us deep insight into Israel’s status and percep- 

tions vis-a-vis the world community after thirty-seven years of sovereign exist- 

ence. In the mix of motives underscoring its arms promotion activities, the 

argument of necessity is a most powerful one. 

Arab enmity and numerical superiority still persist as the central facts of 

Israel’s national existence and defense posture. Most recently the economic 

consequences of arms trading likewise have come to be expressed in terms 

of necessity. The logic of opportunity also enters the picture, combining with 

the argument based on national security imperatives to form the overarching 

justification for a forward weapons transfer policy. Opportunity here derives 

from recent global trends as well as from qualitative advantages enjoyed by 

Israel in both military technologies and military experience. 

The point, therefore, is that Israeli arms sales diplomacy is influenced 

strongly by situational determinants — international, regional, and domestic. 

One is struck by the close interaction between military posture, economic de- 

velopment, internal factors, and prevailing global conditions. It is to a discus- 

sion of the latter that we now turn since as a comparatively small state actor 

Israel cannot help but be affected in all of its policies by the larger systemic 

or global crosscurrents, particularly those of militarization and rearmament. 

THE INTERNATIONAL CONTEXT 

Trading in weapons has been termed “the most crucial postwar political 

fact of life” as well as “mankind’s most continuing good business.”? Preoc- 

cupation with arms proliferation and control at the nuclear level, while under- 
standable because of the gravity of the problem, generally results in oversight 

or neglect in strategic studies of the conventional level. And yet conventional 

arms races, including the transfer of weapons, are an issue of separate im- 
portance. They constitute a major form of international interaction; they are 
an undeniable source of tension, fueling local disputes and discouraging the 
peaceful settlement of conflict; economically, they are a drain on national 
resources even as they represent a leading growth industry.‘ 

Limited wars still tend to dominate the world scene. The basic war/peace 
correlate consequently remains, as it always has, a function of ends (rival na- 
tional interests resulting in interstate quarrels), means (the accessibility of in- 
struments of force), and will (the likelihood of their being resorted to even- 
tually). This is reconfirmed by the latest series of armed conflicts whether over 
the Falkland islands and Grenada, throughout Lebanon, within Chad or near 
the Shatt al-Arab. In each, an assured supply of arms and superior firepower 
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became an important variable. The existence of these and many other poten- 
tial trouble spots within and across state borders suggests a diverse market 
for conventional armaments while assuring a large demand for them. Indeed, 
one can argue that pressures for nuclear nonproliferation merely work to 
heighten demand for arms at the subnuclear or conventional level for most, 
if not all countries, illustrating how linkage functions in world politics while 
offering certainly one explanation for the unparalleled acceleration in weapons 
acquisition registered during the 1970s. 

The statistics speak for themselves. World military expenditures (in 1979 
U.S. dollars) approximated $600 billion in 1980 and about $970 billion in 
1984; they are projected to pass the trillion-dollar mark in 1985.5 Annual 

worldwide conventional transfers alone stood at $3.8 billion in 1965 and at 

$9.4 billion by 1969.° Thereafter even according to conservative estimates the 
yearly aggregate increase has been striking (Figure 1.1). 

According to U.S. Arms Control and Disarmament Agency (ACDA) sta- 

tistics, the value of world arms imports in constant 1979 U.S. dollars rose 

during the 1971-1980 period at an annual average rate of 7.4 percent.” Re- 

cent figures suggest the arms trade to be worth anywhere from $24 billion 

to $35 billion a year, or about 2 percent of the total world trade.* This 1982 

figure is 70 percent higher than the 1972 one. The total number of arms ex- 

porters increased from thirty-two countries in 1972 to forty-four in 1982; the 

number with deliveries exceeding $100 million annually grew from ten in 1972 

to twenty-nine in 1982. 

This trend toward military expansion is at once sustained and awesome 

whatever the standard or measure for comparison employed. Several indi- 

cators suffice: $600 billion in military expenditures; $50 billion spent on 

Billions constant 1981 dollars 

35 

30 

I a y 2 ; Ps 4 i be 

1972 1973 «1974 ~—S«1975 1977 (1978 ~=«1979~S««1980~=s 1981 = 1982 
[__]oeveroreo fp oevetorinc =f worto 

FIGURE 1.1. World Arms Imports From U.S. Arms Control and Disarmament Agency. World 

Military Expenditures and Arms Transfers, 1972-1982. Washington, D.C., April 1984, p. 6. 
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weapons research; $35 billion, as noted, worth of arms trade. The result is 

a record weapons inventory, including 150,000 tanks and some 40,000 com- 

bat aircraft,° underlying the fact that more armaments are being made and 

sold than ever before. 
From such data it becomes further apparent that the volume of major weap- 

ons exports to the Third World more than doubles that of nonmilitary world 

trade.!° The Brandt Commission’s 1980 report makes this point in calling at- 

tention to the inverted priorities in the relationship between development and 

armament. For example, as many as 40,000 village pharmacies could be set 

up for the price of one jet fighter; or one-half of one percent of a single year’s 

world military expenditure might pay for all the farm equipment needed by 

low-income, food-deficient countries to increase food production and ap- 

proach self-sufficiency by 1990.1! In light of these findings the commission 

strongly recommended that the international community become more seri- 

ously concerned about the consequences of arms transfers and reach agree- 

ment to restrain deliveries to areas of conflict or tension. Such appeals tend 

to fall upon deaf ears, whether those of the exporters or of the recipients. 

Prospects for the future must therefore be considered equally as promising — 

or ominous. 

Permissiveness on the supply side of the arms transfers relationship is trace- 

able, in the first instance, to the accelerated superpower contest. One of its 

features is the liberal supply of weapons to allied or potentially friendly coun- 

tries. In 1980 the Soviet Union exported arms worth $8.8 billion and the 

United States $6.6 billion on the basis of ACDA statistics. The Soviet share 

of the world’s arms exports was 33.7 percent, the American share 25.2 per- 

cent.’? In fiscal year 1982 alone the United States is claimed to have signed 

sales agreements valued at $21.5 billion for future delivery.’ 
Soviet-American arms activity, however, is part of a larger global pattern 

involving other developed countries as well. The 1982 shares of arms exports 
to the various regions show NATO members dominating 47.9 percent of the 
market, those within the Warsaw Pact a further 38.3 percent (Figure 1.2). 
Sales of conventional weapons by the North to the South are increasing; so 
much so that they represent perhaps 70 percent of all arms exports.'4 

Recession and the threat of a worsening economic crisis in the Western Eu- 
ropean arms manufacturing countries underlies this accelerated flow of mili- 
tary products to every other part of the globe. Because of high unemploy- 
ment, foreign trade imbalances, and budget deficits in the industrialized states, 
they attach far greater weight to the economic argument for pushing military 
sales than in previous years of relative prosperity. An additional source of 
supply are developing countries within the Third World, such as Brazil, South 
Korea, and India, which have achieved an export capability of their own, join- 
ing the competition for sales contracts. 

Still, only a few Third World countries really have the indigenous capaci- 
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UNITED 
STATES 
26.2% SOVIET 

UNION 
30.1% 

FRANCE 
8.8% 

UNITED 
KINGDOM 5.5% aan 
WEST GERMANY 2.0% PACT 8.2% 

ALL OTHER 
OTHER NATO 5.4% SUPPLIERS 13.8% 

FIGURE 1.2. Shares of World Arms Exports, 1982. From ACDA, 1984, p. 8. 

ty or the scientific capability to produce their own armaments, let alone to 

engage in the’overseas marketing of weapons. As a result much of the up- 

ward demand curve at the beginning of this decade owed to the unique pur- 

chasing power of some less developed countries (LDCs), particularly those 

affiliated with the Organization of Petroleum Exporting Countries (OPEC), 

and to the often inflated military needs of all LDCs. Together they accounted 

for 78 percent of the value of world arms imports in 1980.15 Confronted by 

multiple threats which extend from domestic challenges to the regime through 

border claims, insurgency, and irredentism to intraregional rivalries, these 

small, weak, and developing states increasingly have sought to counter their 

own particular security dilemma by means of the two classic increments of 

power —allies and arms. 

The recent pattern of rearmament is distinctive, however, in at least three 

respects from other periods in modern history. Before the 1970s most transfers 

consisted of obsolete weapons or surplus stock. The demand today is for so- 

phisticated military technologies and for ever more destructive “state of the 

art” systems. Of approximately 1,100 separate arms transfer agreements iden- 

tified in 1981, second-hand weapons accounted for a mere 2 percent, and only 

4 percent of the contracts were for refurbished weapons; whereas a full 94 

percent were for new systems.'° Reports in 1984 of the ease with which Iraq 

was able to secure the components necessary for waging chemical warfare 

from European suppliers call attention to the further erosion in interna- 

tional standards, but also to the lethal contents of national arms arsenals. 

Secondly, terms of trade in the 1970s shifted noticeably from outright arms 
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grants to cash sales. This is due largely to those leading weapons customers 

enriched by the post-1973 energy revolution. Another contributing factor sure- 

ly has to be the importance for the supplier countries of revenues derived from 

arms sales in generating foreign exchange. 

The third hallmark of the international trade in conventional arms —or “the 

world arms bazaar,” as it is often termed — is how fiercely competitive it has 

become. At mid-decade there are more players playing for much higher stakes. 

A majority of industrialized and industrializing societies are geared at pres- 

ent to military production and foreign sales. Yet analysts, influenced by the 

boom years of the last decade, for the most part have been slow to appreciate 

(a) how tied economic prosperity and political stability are to such sales, and 

(b) that the conventional arms market is at a transitional stage. Early signs 

have pointed to a drop in demand. Third World customers face an untenable 

debt load. In addition, some armed forces confront a saturation point and 

are unable to absorb further imports of excessively refined weapons systems 

for the present, further slowing their rush to rearm. Whether temporary or 

not, there does appear to be something of a respite in the conventional arms 

race. 
On the supplier side, however, is a growing list of arms merchants possess- 

ing the requisite inventories of weaponry available for transfer and, more im- 

portantly, having a real perceived need to sell. Despite cautionary signs, 

neither the major Western arms manufacturing and exporting countries nor 

their less prominent non-Western competitors are likely to easily change 

course for fear of losing their share of the market and profits to rival sup- 

pliers. Equally great is the fear of economic dislocation at home resulting from 

a drying up of outlets for defense products. In short, it is the economic fac- 

tor which has come to predominate, adding an element of desperation to what 

has always been in the best of circumstances a highly competitive and unprin- 

cipled profession. 

The traffic in arms takes place essentially under what approximates free 

market conditions. The international management of weapons is at best only 

at a preliminary stage. No machinery exists by which to cope effectively with 

this mounting problem or to regulate arms flows. Attempts at negotiating 

norms or at reaching multilateral restraints all have failed.'? Perhaps the key 

rule at work is that of seeking unilateral advantage. Because it is impractical 

to expect suppliers — newcomers as well as traditional ones—to adopt self- 
restraint through a voluntary code of conduct, in effect this means that supply 
and demand is the second and only other rule of conventional arms prolifer- 
ation. 

Israel, as a member of the existing international system, cannot be other- 
wise than deeply affected by this climate and by the existing economic and 
political realities. Against a backdrop of abiding insecurity shared by all coun- 
tries irrespective of size, strength, or location, Israel pursues its own distinc- 
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tive arms export diplomacy in a unrestrained worldwide conventional arms 
race at once lucrative but increasingly competitive. Global arms flow patterns 
and practices, by way of summary, reflect the initial blend of compulsion with 
expediency which lies at the heart of this diplomacy. Wider international con- 
siderations, however, are further reinforced at the regional level. It is the Mid- 
dle East arms race which really best portrays the mix of necessity and oppor- 
tunity behind Israel’s recycling of defense skills through export. 

MIDDLE EASTERN REALITIES 

Israel’s approach to arms transfers is necessitated more than anything else 

by direct participation in the escalating Palestine problem. No other signifi- 

cant supplier of conventional weapons can cite its ongoing involvement in 

a major armed conflict of such long duration or intensity by way of justifica- 

tion. Viewed in historic terms this dispute, raging throughout most of the 

twentieth century, derives from a basic Arab rejection of the right of a Jewish 

state to exist peacefully within secure and recognized borders in any part of 

what was once British-mandated Palestine. 

In evolutionary terms, the Arab-Israeli conflict increasingly has assumed 

the nature of “one long war.”*® Beginning in the 1920s, it is characterized by 

four principal developments: (a) a widening of the original dispute’s geograph- 

ic scope, spilling over beyond the confines of Palestine proper to engulf the 

Middle East region and to threaten world order by posing international crises 

in 1956, 1967, 1973, and, again in 1982; (b) a concomitant increase in the sheer 

number of concerned parties perceiving their interests to be affected by the 

dispute; (c) the failure of most peacemaking efforts, resulting in a steady spiral 

of physical fighting; and (d) a progressive escalation in the means of warfare. 

This progressive escalation addresses the impact of Middle East arms races 

upon both Israel and the Arab-Israeli conflict.’® It bears emphasizing that 

Israel is hardly alone in the rush to procure arms; it finds itself in a region 

several of whose Arab members consistently lead the list of world weapons 

importers (Figure 1.3). 
Over the last decade Middle Eastern countries accounted for approximately 

42 percent of the international arms trade, and in 1982 they were recipients 

of 51 percent of all arms transferred to the developing countries (see Figure 

1.4). Estimates are that the Arab members of the Middle East regional sub- 

system alone have spent over $100 billion on arms over the past decade.” 

As a region the Middle East is estimated to have received over the past dec- 

ade about 85 percent of all surface-to-air missiles exported to the Third World, 

about 70 percent of all heavy and light armor and supersonic jet fighters, 50 

percent of all artillery, missile-equipped patrol boats and military helicopters, 

40 percent of the subsonic combat aircraft, 30 percent of the surface war- 

ships, and 25 percent of the submarines.** Taking merely one of these cate- 
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gories and translating percentages into volume in order to convey the true 
proportions of this weapons flow, the number of tanks and self-propelled guns 

delivered from 1977-1981 alone totaled 10,790.”? The Arab states in particular 

demonstrate a collective as well as individual ability to secure arms deliveries 
from diverse sources.?? 

Four separate sources of supply can be enumerated: First, there is the Soviet 

Union, which has treaties of friendship with Iraq (1972, 1978), Syria (1980), 

and South Yemen (1980) and acts as their principal supplier. The Soviet Union 

or other Warsaw Pact nations in addition have varying types of security as- 

sistance programs with Algeria and Libya; even Jordan in 1982 accepted de- 

livery for the first time of Russian missiles and guns.?* China plays a com- 

plementary role through its arms relationships with North Yemen, Sudan, 

Egypt, Iraq, and apparently Iran.?* 

The United States is the second major supplier to Middle Eastern coun- 

tries as a function of its global strategy and adversarial relationship with the 

Soviet Union.”® American military assistance other than to Israel encompasses 

Egypt and Sudan, Jordan, Morocco, Oman, Saudi Arabia, and Tunisia. Since 

1982 the Reagan administration has also poured military equipment into Leb- 

anon as part of a desperate attempt to prop up the government and army 

there. These arms supplies are supplemented in a meaningful way by Western 

European countries acting independently of the United States as a third cat- 

egory of supplier, and quite often in a competitive manner. In fact, this may 

be one of the salient qualities of the Middle East regional arms race. Virtually 

every country other than Israel enjoys the leverage deriving from the ability, 

whenever it is rebuffed in its acquisition demands, to play off one supplier 

against the others. 
Britain has sent arms to Bahrain, Egypt, Jordan, Kuwait, Oman, Qatar, 

Saudi Arabia, Sudan, and the United Arab Emirates. France has continuing 

arms supply arrangements with Egypt, Iraq, Lebanon, Libya, Morocco, 

Sudan, and Tunisia.2” West Germany, as part of its own efforts to expand 

arms sales, has entered the Arab market, with particular emphasis on Saudi 

Arabia as a potential client. The dynamics of Middle Eastern supplier-recipient 

relationships are best reflected in the Iran-Iraq war. It is reliably estimated 

that in the first three years of the war, eighteen countries supplied Iraq and 

seventeen supplied Iran, while ten, including the Soviet Union, sold weapons 

to both sides.?8 Despite apprehension in Washington, France in October, 1983, 

went through with its delivery of five Super Etendard jets equipped with highly 

accurate Exocet missiles to Iraq.?° This expanding Gulf War, in turn, pro- 

vided Saudi Arabia and France with the justification in January, 1984, for 

concluding a major bilateral arms deal worth as much as $4.1 billion;*° the 

Saudis cited their fear of a possible escalation of the Iran-Iraq fighting in an- 

nouncing the transaction. 

Each of the Arab countries thus employs the argument that it should get 
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whatever arms it needs to defend itself against different dangers: Jordan, from 
Syria; Saudi Arabia, against Khomeini extremism; Egypt and the Sudan, the 

threat of Libyan imperialism. With the exception of countries like Syria and 

Southern Yemen which depend almost exclusively on Communist-supplied 

assistance, each state can profess to be pro-Western in orientation and hence 

deserving of weapons as protection against the Communist threat. Common 

to all, of ourse, is the Zionist enemy and the alleged danger of Israel military 

expansionism. This leads to the fourth supply pattern: arms movements within 

the region itself. 
Weapons flows among the twenty members of the Arab League rather than 

from extraregional sources must be taken into account as well in discussing 

the Middle East arms race. The shared concern of Egypt and Sudan at the 

ambitions of Libya’s Colonel Qaddafi at the western flank of the Middle East 
has strengthened military ties between them. Similarly, at the eastern extremi- 

ty Iranian incitement of Islamic fundamentalists and anti-Sunni sentiment 

prompted Jordan and Iraq in March, 1981, to ratify a defense agreement also 

supported by Saudi Arabia. The Saudis also were instrumental in develop- 

ing a mutual defense structure covering Bahrain, Kuwait, Oman, and the 

United Arab Emirates; requests by the Pentagon for congressional authoriza- 

tion of arms assistance and training to Jordan in 1984 were based upon the 

view that King Hussein’s monarchy would use such equipment in the local 

context of the Persian Gulf. Yet ultimately there are no really effective con- 

trols preventing the reciprocal exchange or supply of arms, spare parts, and 

even volunteer expeditionary forces from one Arab or possibly Islamic coun- 

try such as Pakistan to another. 

A word needs to be said in this context of inter-Arab military cooperation 

about the potential importance of indigenous Arab arms production. In 1975 
an Arab Military Industry Organization (AMIO) was set up in Egypt to en- 
courage such a venture. Contracts worth over $1 billion were signed with 
Western companies for the local assembly and coproduction of antitank mis- 
siles, jeeps, helicopters, and jets and jet engines, in five major factories based 
near Helwan.*' In the wake of the 1977 Sadat initiative and the 1979 Israel- 
Egypt treaty, this program aiming at further diversifying arms supply through 
Arab military manufacture has encountered serious problems. Egypt is pur- 
suing a separate course through local-assembly agreements with foreign com- 
panies,*? while Saudi Arabia appears bent upon negotiating coproduction con- 
cessions with European suppliers for the future manufacture of electronics 
equipment in addition to airplane assembly.*2 

For the present, however, no Arab country except Egypt has a substantial 
arms industry. From Israel’s perspective this represents a comparative advan- 
tage, given its own advanced arms production capacity. Israel, ranked seventh 
in size (3 percent of the area’s population) and seventh in military manpower 
(3 percent), makes 79 percent of the region’s weapons systems.*4 Nevertheless, 



SWORDS BEFORE PLOWSHARES 11 

the ease by which the Arabs can secure their weapons needs from outside 

sources more than makes up for this deficiency. Arab imports of foreign arms 

not only fuel the regional arms race but pose additional challenges for Israel. 

Leave aside the fact that this entire Arab market is sealed off to Israel and 

left exclusively to rival suppliers. Far more serious is the need for Israeli plan- 

ners to contend with the cumulative effect of this endless flow of arms to the 
Arab states on the regional military balance and on prospects for advancing 

to nuclear scenarios.*® 
Strategic assessment of the Arab-Israeli power balance is both critical for 

Israeli security and fraught with imponderables. What constitutes the array 

of forces aligned against Israel? Precisely which Arab countries comprise the 

“rejectionist front”? Does Egypt’s adherence to its 1979 peace agreement with 

Israel represent an iron-clad assurance its large armed forces will not be com- 

mitted again to the anti-Israel struggle? How close are the Arabs to achiev- 

ing a minimal nuclear capability? What distinguishes offensive weapons from 

those of a defensive nature? These and many other related questions affect- 

ing Israel’s military posture leave ample room for legitimate differences of 

interpretation, definition, and computation, as has often been the case be- 

tween Israeli and American or European experts when surveying Israel’s mil- 

itary needs. 
Yet it is clear that in preparing against any eventuality, Israel’s military and 

political leaders are duty-bound to stress “worse case” situations and the dan- 

ger, ever-present in fluid Middle Eastern affairs, of the Arabs consolidating 

forces. Such assessments underscore Israel’s quantitative disadvantage not 

only in manpower terms but in armaments (Table 1.1). 

Since the goal of Israel is to assure a qualitative edge vis-a-vis any poten- 

Table 1.1. The Israel-Arab Military Balance. 

ee 

TOTAL ARMED 
FORCES 

(IN THOUSANDS) DIVISIONS TANKS ARTILLERY 

Arab coalition* 1653 27 9860 7115 

Israel 440 11 3600 1000 

Source: Mark A. Heller, ed., The Middle East Military Balance — 1983 (Tel-Aviv: The Jaffee Center for 

Strategic Studies, 1983), p. 318. 

*The data do not represent maximum figures based on total commitment of all armed forces on the part 

of all Arab countries, only those of Syria, Jordan, the P.L.O., and Egypt. Thus, only 50 percent of Saudi 

air and land forces are included. The figures also do not reflect quantities of Soviet and eastern bloc arms 

reaching Syria since the initial stages of the 1982 Lebanese conflict. 
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tial Arab coalition, older weapons systems must constantly be phased out at 

increasingly prohibitive cost in favor of newer generations of armor, naval 

vessels, and aircraft. Seen in this competitive context, the export of obsolete 

equipment, of surplus stockpiles and, increasingly, of more sophisticated 

items manufactured in Israel, is a logical function of the continuous rearma- 

ment process. It is another way of underlining how for Israel as well as for 

other struggling and security-conscious Third World countries international, 

but especially regional, politics stimulate defense production and recycling 

far beyond what would be expected from countries of comparable size and 

wealth. ' 

Defense sales thus alleviate to some extent the burden of the defense budget, 

thereby helping to ensure the country’s military competitiveness. In the ab- 

sence of a comprehensive peace in the Arab-Israel zone of conflict, and given 

the uncertainties of a shifting Middle East balance of power, weapons trans- 

fers must remain both a major component of Israeli security and a political- 

military imperative. 

But then the security imperative has been with Israel ever since its incep- 

tion. This historical dimension is vital for the insight it offers: first, in trac- 

ing the growth of Israeli weapons manufacture leading to the export of arms 

to other countries; second, in underscoring how Israel —its leaders, its indus- 

trial and military sectors, its foreign relations — has responded over time to 

the logic of necessity posed by regional threats and systemic challenges. 

NOTES 

. Unclassified data from American sources can be found in U.S. Department of 
Defense, Security Assistance Agency, Foreign Military Construction Sales and 
Military Assistance Facts (Washington, D.C.: U.S. Government Printing Office, 
September 1982). The part played by military assistance in the U.S.-Israeli rela- 
tionship is discussed in Bernard Reich, Quest for Peace (New Brunswick: Trans- 
action Books, 1977); see also David Pollock, The Politics of Pressure (Westport, 
CT: Greenwood Press, 1982). 

2. Initial political surveys of Israeli international arms transfer activities are: Ber- 
nard Reich’s chapter on Israel in Edward A. Kolodziej and Robert E. Harkavy, 
eds., Security Policies of Developing Countries (Lexington, MA: Lexington Books, 
1982), pp. 203-227; and the author’s Israeli Arms Sales: Perspectives and Pros- 
pects (Tel-Aviv: Jaffee Center for Strategic Studies), paper no. 24 (February 1984). 

3. George Thayer, The War Business. The International Trade in Armaments (New 
York: Simon & Schuster, 1969), pp. 18-19. 

4. United Nations Secretary-General, Economic and Social Consequences of the 
Arms Race and of Military Expenditures (New York 1983), TEPOLt E83a LXer: 

5. U.S. Arms Control and Disarmament Agency, World Military Expenditures and 
Arms Transfers, 1971-1980 (Washington, D.C., March, 1983), p. ii; World Mili- 
si Expenditures and Arms Transfers, 1972-1982. (Washington, D.C., April, 

Saale 

— 



18. 

19: 

20. 
. U.S. Department of State, “Conventional Arms Transfers to the Third World, 

Doe 
23e 

SWORDS BEFORE PLOWSHARES is 

- Stockholm International Peace Research Institute (SIPRI), World Armaments and 
Disarmament (London: Taylor and Francis, 1982), SIPRI Yearbook, 1982, pp. 
175-88; see also Andrew J. Pierre, The Global Politics of Arms Sales (Princeton: 
Princeton University Press, 1982), p. 9, SIPRI, 1981, p. 188. 

. ACDA, 1983, p. 29. 

. International Herald Tribune, 6 May 1983. The growth is somewhat less in con- 
stant dollars, although still impressive. ACDA claims total arms transfers in 1982 
rose to $36.5 billion, ACDA, 1984, p. 6. 

- Ruth Leger Sivard, World Military and Social Expenditures 1982 (Leesburg, VA: 
World Priorities, 1982), p. 6. 

. SIPRI, 1982, p. xxvii. 

. North-South. A Program for Survival. The Report of the Independent Commis- 
sion on International Development Issues under the chairmanship of Willy Brandt 
(Cambridge, MA: MIT Press, 1980), p. 14. 

. ACDA, 1983, pp. 31, 108, 113. 

. Francis J. West, Jr., “The U.S. Security Assistance Program: Giveaway or Bar- 
gain?”, Strategic Review (Winter 1983), p. 52. 

. Brandt Report, p. 120. 

. ACDA, 1983, p. 29. 
PSP RI 1982. pp. lisa 
. On the dismal record of attempts at regulating the international arms trade, see 
Graham Kearns, “CAT and Dogma: The Future of Multilateral Arms Transfer 
Restraint,” Arms Control, 2: 1 (May 1981): 3-24; and Richard K. Betts, “The 
Tragicomedy of Arms Trade Control,” /nternational Security, 5: 1 (Summer 1980): 

80-110. Also useful as background on contemporary international arms trade prac- 
tices are: Robert E. Harkavy, The Arms Trade and International Systems (Cam- 
bridge, MA: Ballinger, 1975), and Barry M. Blechman, Janne E. Nolan, and Alan 
Platt, “Pushing Arms,” Foreign Policy 46: (Spring 1982): 138-154. 

The military history of the Middle East dispute is traced in: Netanel Lorch, The 
Edge of the Sword (New York: G. P. Putnam’s Sons, 1961); Martin Gilbert, The 
Arab-Israeli Conflict. Its History in Maps (London: Weidenfeld & Nicolson, 1974); 
Nadav Safran, From War to War (New York: Pegasus, 1969); Chaim Herzog, 
The Arab-Israeli Wars (New York: Random House, 1982). 
Two worthwhile discussions are those of Lincoln P. Bloomfield and Amelia C. 
Leiss, “Arms Transfers and Arms Control,” in J. C. Hurewitz, ed., Soviet-Ameri- 

can Rivalry in the Middle East (New York: Columbia University Press, 1969), pp. 
37-54, which looks at the Middle East arms race in the 1950s and 1960s; and 
Hurewitz’s own somewhat outdated but analytical country-by-country study, Mid- 
dle East Politics: The Military Dimension (New York: Praeger, 1969). 
Haaretz, the Israeli independent daily, quoting Arab studies, 4 April 1984. 

1972-1981” (Washington, D.C.: U.S. Government Printing Office, 1982). 
The Middle East, September 1982, p. 20. 
Regional arms flow patterns can be garnered from diverse sources. The U.S. is 
reported to have sent perhaps $24 billion in arms to the Middle East in the years 
1955-1981, the Russians about $26 billion, International Herald Tribune, 4 Oc- 
tober 1982. On the Middle East arms race and its strategic significance, see Howard 
H. Frederick, The Arms Trade and the Middle East. A Primer. (Philadelphia: 
American Friends Service Committee, 1977); Yitzhak Oren, “Mechirat Neshek 

Maaravi I’Medinot Arav” (“Western Arms Sales to the Arab Countries”), Maara- 



14 

24. 

25 

26. 

338 

34. 

35% 

ISRAEL’S GLOBAL REACH 

chot 267 (January 1979):41-47; Geoffrey Kemp, “The Military Build-Up: Arms 

Control or Arms Trade,” in Gregory Treverton, ed., Crisis Management and the 

Super-Powers in the Middle East, Adelphi Library (London: The International 

Institute for Strategic Studies, 1981), pp. 34-40. 

On the Soviet role, see Y. Yarom, Arms Transactions with Middle Eastern and 

North African Countries in 1982 (Tel-Aviv: Jaffee Center for Strategic Studies), 

Documentation Service, Digest no. 2 (December 1983); and David A. Andelman, 

“Andropov’s Middle East,” The Washington Quarterly (Spring 1983), pp. 110-114. 

Focus upon Chinese arms activities is provided in The International Institute for 

Strategic Studies’ The Military Balance, 1982-1983 (London, 1982), p. 51, and 

in The Economist’s “Foreign Report,” no. 1979 (15 September 1983). 
The U.S. views the Middle East, bounded by Turkey, Pakistan, and the Horn of 

Africa, as a strategic entity which is part of a larger “politico-strategic theater.” 
Richard Burt, Director of the Bureau of Politico-Military Affairs at the U.S. State 
Department, in congressional testimony delivered 23 March 1981, official text 
courtesy of the U.S. Information Agency, Tel-Aviv. In encouraging local states 
to resist Soviet intimidation American administrations are committed to providing 
them with security assistance. 

. IISS, The Military Balance, p. 51 ff. 
. IHT, 14-15 July 1984, reporting SIPRI estimates. 
. IHT, 25 August 1983; Haaretz, 10 October 1983; On the Persian Gulf struggle 
and its introduction of newer weaponry, see Mark A. Heller, The Iran-Iraq War: 
Implications for Third Parties (Tel-Aviv: JCSS), paper no. 23 (January 1984). 

. The New York Times, 17 January 1984. 
. The Middle East, February 1984, p. 16. 
. According to Egyptian Defense Minister Abdul Halim Abu-Ghazala, local pro- 
duction of a version of the Soviet SAM-7 anti-aircraft missile was to begin early 
in 1985, [HT, 6 October 1983. Egypt’s military industry is alleged to have received 
contracts for more than $1 billion worth of arms and munitions for the Iraqi army 
in 1982-1983, Mordechai Abir, “Whither Egypt?”, Jerusalem Post, 8 May 1984. 
Details on Egyptian efforts at acquiring an infrastructure of its own appear in 
an article in Maariv, 6 May 1984, and in JHT, 14 June 1984. 

“Saudis Said to Envision Own Weapons Industry,” JHT, 17-18 December 1983. 
The Saudi government agreed in 1979 to help set up an $8.6 billion arms industry 
in the United Arab Emirates under the Gulf Cooperative Council as part of Arab 
sanctions against Egypt, thereby nullifying the 1975 decision in favor of an Arab 
Military Industry Organization based primarily on Egypt. Towards the end of 1984 
Saudi Arabia reportedly signed a five-year military cooperation agreement with 
Brazil which will enable Riyadh to expand its own small weapons industry and 
transfer of arms to third parties. Washington Post, 12 October 1984. 

Figures appearing in Stephani G. Neuman, “International Stratification and Third 

World Military Industries,” International Organization, 38 (Winter 1984): 186. 
The figures include non-Arab Iran. 

Shai Feldman, Israeli Nuclear Deterrence. A Strategy for the 1980s (New York: 
Columbia University Press, 1982). Implications for Israel of the incessant weapons 
competition are the items of Arye Shalev’s “The Arms Race in the Middle East 
in the 1980s” in Zvi Lanir (ed.). Israeli Security Planning in the 1980s (New York: 
Praeger, 1984), pp. 75-90; another useful analysis is the contribution in that same 
work by Aharon Yariv, “The Middle East Arms Race Intensification Trap: Is There 
a Way Out?” pp. 91-103. 



2 

ARMS SUPPLIER STATUS 

A review of the emergence of Israel as a serious international arms supplier 
serves several purposes. First, it offers preliminary insight into contemporary 

sales and distribution practices. The interplay between the logic of necessity 

and the call of opportunity may be at its strongest today; yet these same forces 

are found to have been at work in earlier periods, too. Second, the time 

perspective highlights how far Israel has come in three decades and by what 

effort. Third, a review can help to determine whether Israel and its arms ex- 

port program are in fact a model for Third World munitions development. 

Fourth, the historical evidence will be of use later in answering questions 
about the nature and process of Israeli arms policymaking. 

Defense-related industrial development leading to the export of arms is 

described in the literature as a step-by-step process. Moodie,’ for example, 

suggests seven such “discrete stages”: 

1. establishment of maintenance and overhaul facilities for service and repair 
of imported arms; 

local assembly of imported kits or parts under license; 
local manufacture of simple components; 
local production of entire systems under license; 
introduction of locally designed modifications into such systems; 

production of domestically designed and tested systems using imported com- 
ponents of more sophisticated technologies; 

7. domestically designed systems using no imported components. 

Syria eg LS 

Such a pattern calls for a country to gradually develop the relevant expertise 

and industrial facilities for arms manufacture and trade by initially overhaul- 

ing and maintaining imported weapons and proceeding from there to the 

licensed production of a selected weapon or system. The penultimate goal, 

therefore, is an indigenous design, development, and production capability 

leading to arms exporter status.” 

Israel’s experience emphasizes how difficult it is to determine where one 

stage ends and the next begins. As the higher stages of development and pro- 

duction are achieved they often overlap and can occur simultaneously. Note- 

worthy in the case of Israel is that it began to export arms, albeit only 

15 
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marginally, at a very early stage. Although the standard patterns offer in- 

dependence from external suppliers as the dominant motivation for indige- 

nous development,? the evidence shows conclusively that the effort at arms 

autarky never quite succeeds in completely alleviating dependence on exter- 

nal sources.* 

DEFENSE SALES IN HISTORICAL PERSPECTIVE 

In the case of Israel, direct military necessity in the form of Arab enmity 

and the Middle East arms race has,'from the very beginning, spurred indige- 

nous arms development. Historically, Israel’s progression to the status of arms 

exporter can be traced through three phases: 

(1) 1948-1960 

(2) 1960-1973 

(3) 1973-present 

The First Phase (1948-1960) 

The roots of arms diplomacy, like so much of Israeli social and foreign 

policies, are to be found in the immediate prestate period.* Modern Jewish 

history emphasizes one overriding political theme— Jewish powerlessness. 

This sense of impotence, reflected in the wave of anti-Semitic pogroms fol- 

lowed later by the Holocaust, served as a potent factor in the ideas of Jewish 

nationalism and self-emancipation which Zionist thinkers began to spread at 

the turn of the century.® It was in large part out of a desire to end this 

helplessness that the early pioneers came to Palestine only to encounter, by 

the twenties and certainly as late as the thirties, opposition from the British 

mandate authorities and the resident Palestinian Arab community, which was 

increasingly supported by the neighboring Arab states, each possessing a 

standing army. While only a small fraction of the early settlers advocated 

armed activism as the way to compel Great Britain to evacuate Palestine, the 

leaders of the Jewish community, or yishuv, did set out to build up a local 

self-defense capacity against periodic Arab riots and the harrassment of 

Jewish farm settlements, buses, etc.’ 

In the final stage of the struggle for Palestine and for Jewish independence 

in the years 1946-1948, the military strategy continued to be premised upon 

self-reliance. It was in this context that early efforts were made at improvis- 

ing a munitions base able to provide the Haganah (defense) fighters® with 
desperately needed small arms and explosives. Parallel attempts at breaking 
the British arms embargo of the yishuv by taking advantage of the oppor- 
tunities for securing surplus weapons in postwar Europe also led to a number 
of clandestine activities abroad.° In the War of Independence these acquisi- 
tions — ranging from rifles to airplanes for a primitive air force— proved of 
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critical importance. But they also exposed Israel’s vulnerability and depend- 
ence on diverse foreign sources for the most rudimentary means of defense. 

During the first decade of independence the security threat not only per- 
sisted but increased in intensity. Arab hostility to the Jewish state hardened 
as neighboring countries prepared for the so-called “second round.” What 
made Israel’s position acute, however, was the pledge by the Western Great 
Powers to restrict military assistance to the region as enunciated in the Tri- 
partite Declaration of May, 1950, issued by Britain, France, and the United 
States.'® This policy worked decidedly against Israel in light of Britain’s special 

military relationship with the frontline Arab states, Egypt, Iraq, and Jordan, 

reinforced by the dangling of arms by the United States seeking to draw 

Baghdad into the anti-Soviet “northern tier” security system. This Tripartite 

Declaration, given its monopolistic nature and implicit discrimination against 

Israel, was bad enough; what compounded the situation even further was its 

abject failure in point of practice. The Soviet Union, in sponsoring the 1955 

Czech arms deal to Egypt, in effect served notice that hereafter it would be 

a major competitor against the West in supplying weapons to the Arabs."! 

Such developments compelled the government of Israel after 1948 to redou- 

ble its efforts in the field of arms and security. Excluded from preferred supply 

sources, Israel was forced to seek austere alternatives in the fifties. As early 

as 1949 Prime Minister David Ben-Gurion determined to convert the several 

scattered and primitive factories left over from the Haganah period into a 

military industry.’? In 1951 his orders to form an aircraft company began to 

be carried out, with the formation of Bedek in 1953 representing a modest 

Start. 

The 1950s therefore witnessed the expansion of several military-related in- 

dustries under prodding from the Ministry of Defense (also headed, except 

for a brief period of retirement, by Ben-Gurion) and from the army com- 

mand. In the years after 1948 Israel slowly acquired greater degrees of self- 

sufficiency in small arms and mortars and showed an ability to modify and 

overhaul tanks, aircraft, and even electronic systems. Faced with permanent 

scarcity, the Israeli military turned arms-grafting into something of a fine 

art.!? The desperate effort in 1946-1948 to secure munitions from every 

available source led to the problem of standardization. Old tanks had to be 

fitted with freshly bought cannon; planes were given a new look in keeping 

with the specific requirements of local warfare; trucks regarded as unusable 

were fitted with new spare parts, making them roadworthy and even adapt- 

able to desert fighting. Improvization, in short. became a way of thinking 

in the war against scarcity as local producers learned by trial and error to 

manufacture spare parts of different makes and calibers. Indeed, national 

planners throughout have stressed the need for an indigenous military pro- 

duction capability despite the country’s limited resource base, or rather, 

because of it. 
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By the late 1950s what have since become the three pillars of the military 

industry were already in place: Israel Military Industries (IMI); Israel Air- 

craft Industries Ltd. (IAI), an outgrowth of Bedek; and the National Weapons 

Development Authority (Rafael). All three operated under the aegis of the 

Defense Ministry, and a good deal of the credit for their spurt in develop- 

ment owed to the initiative and imagination of Shimon Peres who, as director- 

general and deputy defense minister from 1953 until 1965, took direct respon- 

sibility for programs of applied military science and technology.** 

Ben-Gurion provided the catalyst and inspiration, whereas Peres saw to 

the mundane matters and myriad details necessarily involved in so ambitious 

an undertaking. Under his influence the Ministry took over the prestate “home 

cottage” factories and set them up on a corporate footing. Modern capital 

equipment and machinery necessary for independent production were pur- 

chased abroad. The government expanded into aviation, established an elec- 

tronics division, and pushed ahead with nuclear research and development.** 

Milestones included: 

e design of the Uzi submachine gun (1952) 

e Bedek workshop for handling jets (1956) 
e expansion into electronic equipment (1959) 

¢ work begun on what was to be known as the Gabriel sea-to-sea missile 

(1959) 
e first Fouga plane assembled in Israel delivered to air force (1960) 

These efforts presented the state not only with the capacity to strengthen its 

own armed forces but by the 1960s to explore seriously the prospects for sup- 

plying low level, conventional military aid to friendly countries. 
Parallel with this domestic program of arms manufacture Ben-Gurion con- 

tinued to seek other, more immediate and political ways of meeting Israeli 

military needs in countering what was regarded as a discriminatory policy on 

the part of the Western Powers in refusing Israel’s applications for arms while 

continuing to furnish military aid to Arab countries like Iraq and Jordan. 

The regional arms race, for example, and Israel’s procurement concern help 

to explain two critical decisions reached in the 1950s: the acceptance of Ger- 

man reparations and an agreement to coordinate military plans with France 

and Britain against Egypt in the 1956 Sinai campaign in return for their sup- 

plying Israel with advanced armor and planes.*® 

A less known chapter of Israeli external relations in the 1950s was the 

initial arms sales completed with foreign governments. 1944 serves as the 

date for charting Israel’s gradual emergence as arms supplier. That year 

found Israel involved in negotiating five arms deals. One of the earliest record- 

ed sales came in August, 1954, when Burma bought Spitfires worth $1 million 

from stocks no longer needed by Israel as well as 50,000 rifles for $700,000.17 

Also in 1954, an agreement was concluded with the Dutch, whereby an Israeli 
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order for artillery shells was partially covered by payment in cash with the 

balance in the form of Israeli-manufactured military products.'* Belgium and 

Turkey appear to have purchased some form of military goods from Israel 

and were followed soon after by Italy.'° At about the same time two recon- 

verted frigates were sold to Ceylon.”° And in the mid-1950s arms deals were 

also consummated with two Latin American countries, Nicaragua and the 

Dominican Republic; these orders were worth $1.2 and $15 million respec- 

tively.?? 

The most significant transaction during this initial period, however, was 

the secret decision by Ben-Gurion in 1959 to sell the Federal German Republic 

mortar bombs produced by the Israeli firm, Soltam. During the crisis which 

broke out subsequently in the Knesset, the Prime Minister revealed something 

of government thinking at that stage and of procedures on arms transactions. 

In defending his decision before the Cabinet, Ben-Gurion read the protocol 

of an earlier meeting in December, 1958, when a resolution had been passed 

which, although not mentioning Germany explicitly, nevertheless gave him 

and the Ministry of Defense general approval “to sell arms to foreign coun- 

tries in all cases in which the Ministry of Foreign Affairs has no objection.”” 
We can already see certain outlines emerging: decisions reached at the 

sub-Cabinet level rather than by the full Cabinet; Defense Ministry dom- 

inance; a case-by-case approach in place of a comprehensive policy; in ef- 

fect, a carte blanche authorization based upon a predisposition to sell rather 

than the reverse, requiring that each such arms deal first be justified. What- 

ever objections there were took issue with the particular purchaser, West Ger- 

many, under the shadow of the Holocaust, and not with the principle itself 

of Israel’s involvment in arms traffic. And as former Chief of Staff Moshe 

Dayan argued publicly in 1959 in defending the sale: “Germany would become 

strong with or without Israeli weapons — but would Israel?”?? Although this 

argument would come to the fore again in the late 1970s and early 1980s it 

figured less prominently during the second phase which lasted throughout the 

decade of the 1960s. 

The Second Phase (1960-1973) 

This period was marked by several key developments. First, further tech- 

nological strides by the defense industries brought Israel closer to self-suf- 

ficiency in an increasing number of armaments categories. Thus, by 1965 the 

country had reached defense production capability not only in small arms but 

in aircraft and electronics as well.?* Full production also put Israel in a better 

position to export certain types of weapons. Equally important, this export 

capacity coincided with a willingness on the part of Israeli leaders to use it 

as an element of foreign relations. The effectiveness and speed with which 

the Israel Defense Force (IDF) acquitted itself in 1956 and, again, in 1967, 
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established Israel as having a military force of recognized competence. Weap- 

ons either adapted or made by Israel also earned a favorable reputation. 

As aresult, arms diplomacy came to be employed more directly in attempts 

at breeching the wall of Arab hostility politically. This can be derived from 

the relationship Israel opened up with Ethiopia during the reign of Emperor 

Haile Selassie. Located on the periphery of the Middle East, Ethiopia never- 

theless was regarded by Israeli strategists as a friendly regional actor of par- 

ticular importance. Pro-Western, non-Arab, and a Christian enclave menaced 

by surrounding Muslim countries, Ethiopia also dominated the Red Sea route 

to Africa and Asia seen by Israel’s planners as vital for future trade growth. 

Like Israel, it had a strong interest in preventing the Sudan’s full participa- 

tion in the expansionist designs of Egyptian President Gamal Abdul Nasser. 

For a number of reasons combining diplomatic, strategic, and commercial 

considerations Ethiopia for a while became the largest recipient of Israeli 

economic aid in Africa and the object of close cooperation in military affairs. 

In return, as many as forty Israeli advisers reportedly helped train an elite 

counterinsurgency force maintained by Ethiopia in the province of Eritrea.”° 

As seen in the example of Ethiopia, there appears to have been a marked 

preference for indirect rather than direct arms relationships. In all likelihood, 

this was due to a combination of Israel’s timidity about earning a reputation 

as an arms merchant, and possible conditions imposed by recipients of Is- 

raeli assistance because few customers were so eager to purchase from Israel 

as to risk Arab censure. Still, the emphasis was more on military assistance 

and training than on the actual supply of weapons. As a result, the arrows 

pointed more in the direction of an inflow of promising young officers and 

maintenance personnel from the newly emergent countries into Israel, where 

they participated in special courses such as paratroop training school, rather 

than to the outflow of arms per se.*° 

The 1960s saw Israel establishing cooperative relations with more than sixty 

countries in Africa, Asia, and Latin America. While a special division of the 

Foreign Ministry administered these far-flung agricultural and technical as- 

sistance projects, the defense establishment was no less active in promoting 

bilateral military programs with many of these same countries. In fact, a unit 

operated separately by the Ministry of Defense was responsible for any aid 

of a military nature to developing countries. Transfers of conventional arms 

on the whole, however, still tended to be rather limited and to play a relatively 

small role in this diplomatic initiative. 

The main emphasis of the special assistance at that time was never truly 

military in nature. Rather, it consisted of civic action programs relating 

primarily to Nahal-type rural cooperative projects based within a quasimilitary 

framework such as were adopted in a number of Latin American countries.’ 

Not infrequently these projects took the form of paramilitary kibbutz-like 

farming outposts in isolated or border regions of a Third World country. The 



ARMS SUPPLIER STATUS 2 

primary emphasis, to be sure, was on agricultural guidance, technical aid, 
and public service assistance rendered by civilian experts. 

This fairly low profile of export diplomacy throughout the sixties is re- 
flected statistically. At the beginning of the decade arms sales were estimated 
at only $6.5 million, and between $12 and $15 million by 1966. Official Israeli 
sources predicted that total arms sales, including engine overhauls, would ap- 
proach only $30 million in 1967; one-third actually being weapons, the re- 
mainder, ammunition.?° 

Yet there are grounds for viewing the decade of the sixties as a transitional 

and preparatory stage. Israeli ambassadors and agents were active in open- 

ing and then deepening basic military relationships of a bilateral nature with 

Third World countries. Moreover, the arms industry at home used this in- 

terval to make additional product breakthroughs and refinements with future 

implications for the arms export program. Work was begun by IMI, IAI, and 

Rafael on projects which would later catapult Israel onto the world market. 

To cite but one example, the first production models of the Israeli-manu- 

factured Kfir combat aircraft came off the assembly line in 1973. And as the 

arms industry grew it deliberately cultivated an export market; in several in- 

stances 30 to 40 percent of the output of some companies went abroad.”° 

The benefits of export were quite apparent even then: hard currency earned 

from such sales could be used to purchase strategic raw materials and capi- 

tal equipment, thereby making further expansion of facilities and production 

possible. : 

In recalling this second phase (1960-1973), special mention must be made 

of the role played, unwittingly, by France. In the overlapping decade 1956- 

1967, France ranked as the main external source for Israel’s heavy weapons. 

French military assistance went far beyond the supply of Mirage, Mystere, 

and Super Mysteére planes and other major systems. The French arms industry 

served as a model for national, industrial, and economic growth generated 

by weapons production. The local arms industry manufactured jet trainers 

under French license, and Franco-Israeli scientific cooperation extended into 

a number of military areas.*° French policy toward Israel, however, changed 

abruptly in 1967 following the Six Day War. To express his displeasure at 

Israel’s rejection of advice against opening the fighting, President Charles de 

Gaulle unilaterally imposed an immediate embargo on the further shipment 

of weapons to Israel. Undelivered orders, even those for which Israel had 

already paid, including gunboats at Cherbourg and fifty Mirage V aircraft, 

were withheld; nor were further orders of weapons accepted. 

The initial impact of the French arms boycott was traumatic for Israeli 

leaders. But rather than forcing a halt to their aspirations for local military 

production, de Gaulle’s action had the opposite effect; it merely forced the 

pace of sophisticated manufacture. Money previously invested in France and 

other foreign countries now was diverted to local munitions firms. In keep- 
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ing with the decision immediately after the war to proceed with an intensified 
effort to develop and enlarge Israel’s own weapons industry, cost-benefit 

calculations were set aside in favor of producing essential items in Israel. Still, 

at every phase there have been civilian as well as military skeptics who take 

issue with both the feasibility and cost-effectiveness of Israeli home produc- 

tion and prefer instead to order arms abroad. 

In the first three years after 1967 the military industry quadrupled its 

output.?! Research and development intensified and the independent design 

and manufacture of major subsystems came to be favored over licensing or 

coproduction arrangements involving foreign companies. Israel’s entry into 

the age of building and producing sophisticated aircraft later would be at- 

tributable to French cancellation of the Mirage V deal**; it was not long before 

an Israeli version of the plane, known as the Nesher, was produced, which 

led in turn to the higher performance Kfir fighter aircraft.** 

The period of major investment in the defense industrial sector also took 

place between 1968 and 1972. The number of persons employed by it rose 

by about 20,000 during that time. In those years the purchase of weapons 

systems from local industry underwent a real growth of approximately 86 per- 

cent. Metals and electronics were the chief beneficiaries: these branches of 

industry growth were accelerated by increasing demand for defense products; 

and they absorbed about one-third of industrial investments. Their relative 

share in the nation’s industrial export, exclusive of diamonds, rose from about 

14 percent in 1967 to approximately 21 percent in 1968; by 1975 the figure 

was in the neighborhood of 31 percent.** 

Clearly, the military industries, their infrastructure and production tech- 

niques in place by the end of the decade, more than rose to the challenge. 

Once again, necessity and adversity had been turned to Israel’s advantage 

through a combination of ingenuity and forced improvization. 

As part of this redoubled effort to produce most, if not all of its own ar- 
mament needs before 1973 (this, after all, being a time of mounting U-S. 
military aid to Israel), Israeli arms enthusiasts hoped in the long run to reduce 
the heavy manufacturing costs by means of mass production. Such logic could 
only imply one possible outlet other than to the Israeli army: the export of 
remodelled or originally developed weapons to foreign countries. As though 
to give this awareness institutional expression, it was in 1972 that the Deputy- 
Director General’s Export Department came into being within the Ministry 
of Defense, warranted by new trade prospects. 

Nevertheless, Israel in this period had yet to reach the takeoff stage in 
capitalizing fully upon the emergence of so many new states with a need for 
conventional armaments occasioned by the rising incidence of international 
tension and conflict. This would be reached, however, in the following phase 
of Israel’s drive to arms maturity. 
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The Third Phase (1973—present) 

The 1973 Yom Kippur War represents something of a turning point in the 
transformation of arms sales diplomacy from a peripheral or secondary posi- 
tion to one of greater centrality. Until then Israeli sales, with only several ex- 
ceptions, were based primarily upon servicing and repairs, upon reconvert- 
ing older generations of foreign-made products, and upon the export of small 
arms, such as the popular Uzi submachinegun. Statistics then show a sharp 

rise after 1973 in both the allocation of resources to the Defense Ministry and 

in the transfer of more sophisticated arms. In 1975, exports amounted to $50 

million; according to the United States Arms Control and Disarmament Agen- 

cy (ACDA) figures they nearly trebled in 1976 to $140 million and by 1979 

had reached, at a conservative estimate, $250 to $300 million.*5 

Just how conservative ACDA figures consistently tend to be (in 1971, for 

example, it reported Israeli sales as zero), can be inferred from an exceptional 

statement from a Defense Ministry spokesman in January, 1977. Departing 

from the practice maintained throughout of avoiding official references to 

the arms trade, the spokesman gave the total export of military equipment 

at the time as slightly in excess of $300 million—an amount not claimed by 

the ACDA for Israel until 1979.*° Using the 1977 Israeli government report 

as a basis, Stockholm International Peace Research Institute (SIPRI) analysts 

by 1979 showed Israeli exports as having doubled within three years to $600 

million and, extraordinarily, having multiplied again in a single year to $1.2 

billion by 1980.°” The hypothesis reinforced by these albeit unsubstantiated 

and divergent figures, nevertheless, is of policy following segmented decisions 

or, put differently, that an arms sales “policy” only emerged as the oppor- 

tunities presented themselves. 

The explanations for such a dramatic increase in the flow of arms from 

Israel are of importance for illustrating the powerful mix of motives in force 

at present. First, necessity took several forms: the erosion of Israel’s inter- 

national standing; the need to counteract Arab pressure and the oil factor; 

but, above all, renewed urgency in achieving a higher degree of selective self- 

sufficiency in weapons systems stocks and manufacturing capabilities. Dur- 

ing the war, and especially those events surrounding the delayed United States 

airlift of desperately needed replacements, Israelis appreciated anew the bitter 

lesson about dependency first learned in 1948, repeated in the mid-fifties and 

again with President de Gaulle’s arms embargo. 

Second, during the 1970s the IDF underwent an amazing degree of sophis- 

tication in its weapons modernization programs. Once the flow of weapons 

from the United States accelerated following the war this had the effect of 

releasing older weapons systems. By 1975 Israel had rounded out its defense 

manufacturing capability by adding aircraft engines, warships, armored fight- 
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ing vehicles, and missiles to its list of electronics, small arms, and aircraft.** 

Of the four categories of major weapons reportedly sold by Israel in the years 

1977-1980, 18 percent were covered by missiles and 37 percent by aircraft, 

while 45 percent consisted of naval ships.°° It is in this same period that pro- 

duction of the Kfir intensified, that the decision was made to undertake 

manufacture of an Israeli tank, the Merkava, and that the Lavi fighter plane 

project received the preliminary go-ahead. In effect, the seeds of earlier plan- 

ning, investment, experimentation, and design were now bearing fruit as all 

three preconditions for military export — necessity, capacity, occasion —came 

to prevail. ; 

International opportunities provide the third explanation. The chance to 

merchandise arms, whether to established clients like the Shah of Iran or to 

new purchasers like South Africa canvassing the world market in quest of 

their own defense needs, enters the equation in the seventies as a function 

of worldwide rearmament. The shipment of arms came to exceed in impor- 

tance the dispatch of advisers and technicians or the range of paramilitary 

and training courses offered in Israel itself. Despite the public antagonism 

encountered in such intérnational forums as the United Nations, Israeli em- 

issaries had little difficulty in opening new doors to prospective clients in every 

region. 

A combination of factors thus facilitated and help to explain the takeoff 

in Israeli arms sales in the late 1970s: the upgrading of the Israeli army which 

released large surplus stocks; the ability to produce sophisticated weapons 

systems at competitive prices; the seemingly limitless demand for weapons 

and for alternative suppliers. 

Supportive Israeli governments are yet a fourth, and final, factor. Per- 

sonalities figure prominently after 1973 just as they had done from Ben- 

Gurion onward throughout the evolution of the arms sale diplomacy. The 

period immediately following the Yom Kippur War found the defense in- 

dustries at the peak of technological and scientific excellence. It also found 

leaders sympathetic to the entire thrust of military production and export in 
key positions of power and influence. People like Premier Yitzhak Rabin, 
the former chief of staff, come to mind and perhaps even more Shimon Peres 
who as defense minister in the Labour Government from 1974 to 1977 had 
the opportunity to stimulate or complete programs he had personally initiated 
as director-general of the Ministry some twenty years earlier. The third mem- 
ber of the Labour triumvirate in those years was Foreign Minister Yigal Allon, 
a former top commander in the War of Independence, and hence less likely 
than his predecessors to raise diplomatic niceties as an argument against 
weapons exports claimed to be serving national security and military pre- 
paredness. 

The timing for the post-1973 takeoff in weapons transfers is politically 
significant in yet another respect. It argues that the changing of the guard 
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in the 1977 Israeli elections, replacing Labour governments for the first time 
in the country’s history with the Likud, represents more of a reinforcement 
and acceleration of the previously existing pro-arms orientation than a fresh 
policy initiative identified with any leader, political ideology, or government. 
Israel in the role of arms supplier predates the Begin era. Foreign military 
assistance, of which the sale of weapons is a major component, is a deeply 
entrenched national practice. It is not therefore, in any way a new brand of 
Israeli diplomacy or a departure from pre-1977 practices. 
Two final observations deserve mention in concluding this survey of the 

history and evolution of Israel as arms exporter. The first is that judging from 
its historical experience, the Israeli model may be atypical in terms of the 

development of other nations into major suppliers, certainly unlike the Soviet 

Union or the large Western producers. Brazil’s emphasis on indigenous pro- 

duction leading to, or coinciding with, an export campaign has owed little 

to an inability to obtain arms from foreign suppliers, whereas Israel found 

itself repeatedly subjected to arms embargos, even including multilateral 

agreement in 1950 to restrain arms transfers. Its response to the constriction 

of supply at each critical juncture may have been characterized by short-term 

access to alternative sources of acquisition — first the Eastern bloc, then the 

smaller European manufacturers like Belgium, followed by West Germany 

and the United States acting indirectly through the Germans, then Britain and 

France before turning openly, and increasingly, to the United States. But the 

really important and lasting response to interrupted supply has been to build 

the most impressive conventional arms industry in the Middle East, and 

possibly anywhere outside of the United States and Europe. Scarcity of sup- 

pliers, in sum, has had a positive effect, with self-sufficiency in a wide range 

of less sophisticated hardware being achieved over a relatively short span of 

time along with a growing ability to produce and also market more advanced 

equipment. Given the unrestrained nature of the recent conventional arms 

trade, few other countries are likely to experience such acute problems of 

denial; perhaps only South Africa and Taiwan come closest to emulating the 

Israeli route to weapons export through adversity. 

The last point to be made on the basis of the three phases of Israeli growth 

from exclusive import to a mixture of import and export is that there are pros- 

pects for Israel’s possibly being on the threshold of a new and fourth phase. 

Having moved from the marketing of second-hand equipment and small arms 

through the provision of military training and advice to the higher level of 

increasingly conspicuous boats, armor, missiles, or planes and of complete 

systems, Israel could encounter —indeed, has already encountered — certain 

obstacles to continued expansion in these areas. On the other hand, in the 

early part of the 1980s its exports of technological know-how, data packages, 

and the most sophisticated electronics, computer programs, and optical com- 

ponents of direct or indirect military application have met with singular suc- 
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cess in finding a ready market. Less conspicuous and therefore less political- 

ly sensitive, such scientific items are highly promising, especially if Israel 

continues to enjoy a comparative advantage and headstart in their refinement. 

Technology transfers consequently offer at least the prospect that Israeli 

defense manufacture and foreign sales promotion may be entering what may 

well come to be seen as a distinctive fourth phase, in which case it would assure 

that military-related industrial exports remain a major Israeli foreign policy 

instrument. 
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ARMS AND THE NATIONAL 
INTEREST 

The national consensus in Israel in support of foreign military assistance and 

defense sales is, as we have seen, firmly rooted in, and takes its cue from, 

the past. Yet it is also built on the realization that for the present and the 

foreseeable future the export of weapons is likely to continue to be a unique, 

multipurpose instrument in pursuit of fundamental national interests. Until 

quite recently such security assistance was conceptualized, and justified, by 

most knowledgeable Israelis as a crucial policy tool for achieving foreign and 

defense objectives. As of late, however, the economic argument and the in- 

terests of the private or semiprivate industrial concerns appear to be in the 

ascendant. To the extent that this trend toward viewing armaments as a key 

currency in its international trade and politics comes to dominate policymak- 

ing in Jerusalem, Israel’s motives for selling arms will emulate those of the 

principal arms merchants, Communist and non-Communist alike." 

Nevertheless, while the economic interest looms large, the enduring foun- 

dations for Israeli weapons transfers still lie in security and diplomatic con- 

siderations given the highest national priority. Indeed, the arms sales program 

is perceived of as promoting, as well as deriving from, three sets of essen- 

tial, overlapping determinants: military, political, and economic. 

MILITARY INCENTIVES 

It was the late Moshe Dayan who once argued that “Small nations do not 

have a foreign policy. They have defense policy.” For a country and leader- 

ship elite long dominated by what can best be termed a national security men- 

tality, any distinction between diplomacy and defense is blurred under the 

larger rubric of national security. This is especially true of arms sales policy. 

In some ways the military-security argument is the very centerpiece of Israeli 

arms diplomacy. Certainly military considerations are pivotal in policy discus- 

sions of whether or not to expand the assistance program just as they are in 

BS) 
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decisions to authorize a particular sale. The military rationale for transfer- 

ring Israeli weapons in effect serves as the intermediate link between political 

and foreign policy incentives, on the one hand, and economic motives, on 

the other. Like them, the security argument reflects the close interplay between 

the logic of necessity and of opportunity. 

Provision for an indigenous military industry has been an element of securi- 

ty planning virtually since independence. The justification on military grounds 

for trading in arms originates in the sustained Arab threat to the country’s 

existence and security predating statehood and provides the earliest case for 

a defense industry and, at a later stage, for an arms export effort. Such ex- 

ports therefore need to be viewed as a function of the larger defense effort 

and of the drive to achieve selective even if not absolute self-sufficiency. This 

merits being repeated because the material imbalance of power has been 

etched now in the minds of Israeli leaders for more than three decades. 

Arab superiority in the tangible indices of military power is a primary fac- 

tor behind Israel’s emphasis upon arms exports in taking full advantage of 

Israeli assets and their maximum exploitation. To begin with, Israel’s Arab 

opponents enjoy at least two advantages in securing arms: sources and re- 

sources. They possess both the financial means and ease of access to a number 

of willing suppliers in both the East and West blocs. The resultant inpouring 

of arms buttresses longstanding Arab hostility, thereby posing a two-fold 

threat: to (a) Israel’s qualitative advantage and deterrent capability, and con- 

sequently to (b) a stable regional balance of power. In countering these threats 

Israel remains, for the present, the most advanced Middle Eastern country 

in terms of its defense industry. The “rejectionist front” Arab states (those 

states rejecting peace), and most notably Syria, continue to be heavily reliant 

on outside suppliers, and hence susceptible, in theory at least, to political 

pressure at critical moments as well as to irregular arms flows, particularly 
of more advanced systems. 

Solely from an Israeli standpoint, therefore, these conditions alone war- 

rant utilizing its singular advantage in pursuing arms aid and trade as an ad- 

junct of its broader military posture and state of preparedness. 
In the brief presented by advocates of military sales, however, weapons 

transfers outside of Israel are presented as serving, directly or indirectly, at 
least four additional military and defense functions. These are: (a) strengthen- 
ing the Israeli army’s immediate, intermediate, and longer-range preparedness 
goals; (b) enhancing Israeli deterrence capability by projecting a positive image 
of strength; (c) fitting into a wider strategic perspective; and (d) doubling as 
a tool of diplomacy through supporting countries friendly to Israel. 

In the first instance, military exports enable close to full production to meet 
the immediate and ongoing needs of the IDF. Until now few items have been 
produced exclusively for export; rather the emphasis has been primarily on 
servicing the Israeli army. Its needs center upon assuring adequate supplies 
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of conventional equipment under routine and sudden crisis situations, togeth- 
er with a need to introduce increasingly more sophisticated systems. Foreign 

commercial transfers of particular weapons originally designed for the IDF 

in this sense must be viewed as essentially a derivative benefit: the byproduct 

of Israel’s own accelerated pace of armed forces modernization. 
Still, pressure by the military in support of the munitions industry and the 

development of certain newer systems necessitating a huge public investment 

of capital, becomes harder to resist and more convincing once overseas sales 

show a respectable monetary return. The likelihood of foreign orders has 

served in the past as a rather persuasive factor in the government’s determina- 

tion of whether or not to authorize projects backed by IDF planners. 

The expansion of the market for local arms manufactures to include 

overseas purchasers arguably sustains production at full capacity, and thus 

also figures in strategic planning by going beyond immediate IDF orders. 

Military preparedness for conventional war situations includes the notion of 

a surge capability, i.e., the maintenance of a sufficient peacetime capacity 

to ensure a rapid increase in military output when necessary. The role of arms 

sales in preserving this capacity in terms of replenishment, lead time, reserves, 

and safety supplies has received increasing emphasis in other countries as well, 

although Israeli leaders had arrived at a heightened awareness of the problem 

during the 1973 war. Excess output should enable Israel to withstand an arms 

embargo, for example, or to endure a prolonged war of attrition. As hap- 

pened during the 1982 fighting in Lebanon, in an emergency stockpiles con- 

signed for foreign delivery might have to be rerouted to units of the IDF in 

the field. While government economists have a strong commercial interest 

in arms exports and Israeli ambassadors respect defense sales as a powerful 

diplomatic wedge, the value of such transfers from the standpoint of the coun- 

try’s military planners would seem to lie in their sustaining production lines, 

keeping the defense industries viable, and assuring supplies when needed for 

the armed forces. Each of these is in itself a strategic interest. 

On an even longer-term basis arms exports are a factor in weapons systems 

development and recycling. Science and technology, research and develop- 

ment — these are critical elements in Israel’s overall strength and security. From 

the military standpoint, a successful R & D process contributes to the con- 

tinuum of military objectives: deterrence of war, control of conflict, and, 

where possible, success on the battlefield. Investment is one problem; percep- 

tions of lead time and effective management of system development or re- 

placement are other serious issues.” In response Israel shows a heightened sen- 

sitivity to the need for guaranteeing that additional aircraft and other weapons 

components are always “in the pipeline,” making for a fairly regular and 

predictable pattern of acquisition and supply. Access to sufficiently large 

foreign markets figures in these calculations by supporting the cost of develop- 

ing newer weapons, either by initial coproduction and licensing agreements 
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aimed at sharing costs or by sales revenues at a later stage of production. 

The short shelf-life of weapons and the pace of turnover between genera- 

tions of sophisticated systems act as a constraint on Israel in the Middle East 

arms race. Simply to be able to preserve the option of manufacturing an ad- 

vanced system for the IDF at a future date may make it necessary to produce 

an unprofitable short-term, intermediate generation. Foreign orders, par- 

ticularly in the West, and purchases in advance of production, all other 

political and diplomatic considerations being equal, would at least then reduce 

the initial costs while ensuring that the IDF and its industrial support system 

remain in the forefront of weapons technology, avoiding dependence on ex- 

ternal suppliers in the midst of spiraling military competition. 

Defense sales also help to alleviate the problem of weapons obsolescence 

by permitting Israel to dispense with older items at a profit, politically as well 

as financially. Accordingly, attempts in the 1980s at preserving the qualitative 

edge include not only the export of military know-how acquired in the series 

of wars, but also the sale of older generations of armor and aircraft replaced 

by more advanced models. It is at this point that the market among Third 

World countries enters the picture. 

Because of such domestic considerations it is important that weapons 

transfers be analyzed not only at the level of Israel-Arab rivalries but also 

within the context of the tremendous burden upon Israel’s national economy 

and defense budget. Maintaining large peacetime forces and a constant state 

of military alert along Israel’s several fronts imposes a prohibitive cost on an 

economy already severely constrained by manpower and financial limitations. 

Armed forces proponents of foreign military assistance obviously are sensitive 

to the persistence of the high defense expenditure over a very long period, 

nor are they insensitive to the charge that such expenditures are mortgaging 

Israel diplomatically while draining it economically. Perhaps as much as half 

of all government funding for research and development, for instance, is 

reported as going to the defense sector. Such a situation tends to underscore 

the positive and beneficial side of rising arms sales abroad. 

Not surprisingly, one finds professional military officers in Israel, whether 

on active duty or retired, in the forefront of those alert to the full implica- 

tions, military as well as political, of dependence on external suppliers, pri- 

marily the United States. Former Chief of Staff Raphael Eitan in 1982 listed 

among the four goals before Israel that of reducing all such subordination; 

he urged ending requests for aid so that “those conferring the assistance will 

be unable to determine our limits for us.”* The IDF’s head of planning dis- 

closed that priority would continue to be given to making Israel self-sufficient 

in air, land, and sea armaments “not only to achieve technological freedom 

of action” but in particular because of the “urgent and critical need” to pro- 
gressively narrow “our reliance upon American money,” with the very grave 

consequences it has “for our political independence, but also for the national 
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pride and values of the Israeli society as a whole.”* Arms sales, in this military 
conception, are prized as manifestations of how Israel might restore its lost 
sense of independence through self-reliance and initiative. 

Arms sales, from a military viewpoint, satisfy a second function not un- 

related to the symbolic or psychological component of Israeli security policy. 
They contribute to Israel’s deterrence capacity and military reputation. Mil- 

itary proponents highlight the fact that, whether Israel wants it or not, foreign 

buyers are attracted to Israeli weapons because of their proven worthiness 

under actual combat conditions, as reconfirmed in the 1982 Lebanon war. 

In contrast the aim of rival suppliers is often to have others do the testing, 

or they sell products which fail to meet today’s high standards of performance. 

Again, solely from a military perspective arms exports are proving to be “a 

quick and profitable way to translate the nation’s war experience into eco- 

nomic advantage.” 

Each successive war seems to have added to the reputation of Israeli arms 

and of Israel as a military power in the Middle East. In the 1973 Yom Kip- 

pur War, for example, the Israeli navy, relying largely on its own resources, 

outperformed Arab navies equipped with the most up-to-date Soviet tech- 

nology. Electronic support measures devised by Israeli engineers surprised 

Western defense experts in their proven ability to detect enemy radar and 

missile activity beyond the horizon.® Israel’s military performance resulted 

in orders over the next decade for its Gabriel missiles and induced many navies 

around the world to adopt the fast missile boat pioneered by Israel. Once 

again, in Lebanon in 1982 Israel’s reputation was reconfirmed by the suc- 

cessful use of pilotless aerial reconnaissance equipment, stimulating interna- 

tional sales. One perception shared by all three categories of observer coun- 

tries — sympathetic, hostile, and interested but neutral— was an image of Israel 

as a nation with limited resources but capable of defending itself. Witness 

the justification offered by Sri Lanka’s national security minister for turn- 

ing to Israel for counter-insurgency advice: “... why can’t Sri Lanka get 

the world’s best consultants to help eliminate terrorism in this country?” In 

terms of the “rules of the game” in the Middle East and of regional deter- 

rence, such intangibles of national power as Israeli credibility, global respect 

for its military prowess and defense capability — when given tangible expres- 

sion by the successful sale of weapons made or refined in Israel— should not 

be minimized in any estimate of its total strength. 

Just as the reputation of Israeli arms has spread, so has there been a con- 

current extension of Israel’s security interests. A primarily regional focus has 

given way to a more global geopolitical perspective. One manifestation in the 

1980s is intermittent attempts by Washington and Jerusalem to give mean- 

ing on a broader scale to what is referred to as their “strategic understanding”, 

in which Israel is seen—and sees itself —as part of the global effort at con- 

taining Soviet advances. Implicit in such a world view is the assumption that: 
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(a) Israel has something of importance to contribute, such as military aid, 
for example; (b) its own particular interests dovetail with those of the United 

States and the West. 
A leading proponent of this view was former Minister of Defense Ariel 

Sharon. In articulating an Israeli defense policy for the 1980s, Sharon pos- 

tulated that Israel’s sphere of strategic and security interests extends beyond 

the traditional belt of Arab confrontation countries to include countries such 

as Turkey, Iran, and Pakistan, and regions such as the Persian Gulf and 

Africa. These interests are to be met, he maintained, “by an active effort to 

increase our exports to countries who share our strategic concerns and with 

whom we maintain security relationships.”*® This is as clear a statement of 

direction on arms policy as one finds from an authoritative Israeli source. 

And in highlighting the value placed on arms transfers as contributing directly 

to the national security, rather than being merely a derivative of diplomatic 

or economic strategies, it may also serve as an accurate mirror of the think- 

ing current among the nation’s policymakers. 

Less exceptional is the fourth and final military consideration behind 

heightened arms activity: arms in the service of foreign policy in general. 

Israel, despite Entebbe and the Osirak air strike against the Iraqi nuclear reac- 

tor, does not have the capability of long-range military action, shows of force 

or other symbolic uses of power beyond its immediate area. Nor is it able to 

finance the military acquisitions of other countries. Hence its ability to in- 

fluence worldwide military or security developments is circumscribed. One 

instance where Israel is able to exercise some influence lies in the transfer of 

military-related equipment. Once Israel’s own needs have been met, arms 

become an impressive security asset at the disposal of the government to in- 

vest in other developing countries or revolutionary movements satisfying its 

immediate or long-range interests.’ Put differently, weapons transactions may 

become, for a small power such as Israel, an important substitute for the overt 

political presence generally sought by the more prominent international actors. 

From the outset military spokesmen and civilian members of the defense 

establishment were quick to point out diplomatic as well as economic and 

military advantages. Thus it was Shimon Peres who, in 1961, made the ar- 

gument for a military aid policy to the new countries of Africa and Asia 

in order “to surround the belt of enmity with a belt of friendship in the new 

independent countries.”’° This argument has been made by Ariel Sharon who 

also sees military assistance and arms as supporting Israeli foreign policy, with 

aid to Zaire as the model for reopening relations with additional African 

countries.'* Nevertheless, there is a difference, primarily of emphasis. Israel’s 

political-military doctrine as presently revised commands far greater respect 

for its utilization of weapons transfer relationships as part of a more ag- 
gressive strategy. 
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Support for friends and allies thus becomes a further selling point, simul- 
taneously improving Israel’s own geopolitical position, opening markets to 
Israel as a supplier country affiliated with the West and resulting in the in- 
creased military strength of friendly countries in an otherwise menacing in- 
ternational environment. For a people that previously had been an object of 
ridicule and a symbol for powerlessness, the accomplishments of the Jewish 
state in the realm of international defense and security affairs is of no trivial 

or passing importance in the total picture of Israel among the nations. 

DIPLOMATIC INCENTIVES 

The ability to sell its arms abroad leads to the interesting proposition that 

Israel’s military influence goes well beyond its diplomatic influence. No such 

distinction seems to exist, however, in Israeli eyes. Arms transfers are em- 

ployed as a dual political-security instrument, essential to Israel’s defense 

posture but also an indispensable component of foreign policy. Consequently, 

current Israeli arms export diplomacy serves as an extension of the country’s 

overall approach to external affairs. In fact, defenders of this present course 

maintain that given forced diplomatic isolation the sale of arms and tech- 

nology is one of the few effective techniques remaining to further Israeli goals 

overseas. 

All Israeli governments, Labour or Likud and irrespective of ideological 

orientation, have shared a set of basic objectives in confronting the real world. 

Priorities, emphases, and styles may differ, but the goals of foreign policy 

remain constant: (a) to repel hostile attacks and guarantee defense of the state; 

(b) to gather in as many of the dispersed Jewish people as possible in their 

ancient homeland; (c) to secure Israel’s place in an inhospitable environment 

and, to whatever extent possible, to alter that environment from a condition 

of enmity to one of amity; (d) to offset the country’s immediate Middle 

Eastern isolation by setting up a worldwide network of mutually beneficial 

cultural, commercial, and diplomatic ties.'” 

Historically, as discussed in the previous chapter, the export of small arms 

and ammunition on a modest scale had its beginnings in the late 1950s and 

early 1960s as part of precisely this broader diplomatic offensive which aimed 

at leaping beyond the wall of Arab hostility. Early supply relationships were 

developed with France, Great Britain, and West Germany. Even though the 

relationships were markedly one-sided, Israel had some success in penetrating 

these European markets with its military products, most notably the Uzi. Mil- 

itary assistance also proved surprisingly effective as an opening wedge for 

cultivating friendly ties with ethnic minorities in the Middle East and with 

the newly emergent Afro-Asian countries. Notwithstanding the subsequent 

diplomatic setback in the years between the 1967 victory and the 1973 trau- 
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matic Yom Kippur War, when many of these formerly friendly Third World 

governments defected to the Arab side and cast their votes with the anti-Israel 

bloc in the United Nations, selling weapons has been valued as primarily an 

instrument for implementing foreign policy objectives. If anything, because 

of the contacts it has provided with countries less disposed toward Israel on 

the surface than in point of fact, an aggressive arms sales campaign is regarded 

as one of the few successes in Israel’s foreign relations over the last two 

decades. 
Influence and leverage, friendship and symbolism are the more obvious and 

most explicitly political ends toward which arms transfers contribute. While 

these four objectives are applicable to Israel or to any other supplier of 

weapons, there do seem to be as many as eight separate diplomatic factors 

at work in Israel’s present pursuit of international defense relationships. 

Arms as Influence. One of the more overworked and unscientific concepts 

in world politics is the notion of political influence among nations. Still en- 

joying wide currency is the obvious truism that there is a high correspondence 

between Great Power arms transfer patterns and, for example, the granting 

of strategic access or major bases.'* Perhaps the closest that Israel came to 

employing defense assistance as a quid pro quo for access rights was with 

Ethiopia during Emperor Haile Selassie’s reign, stemming from a mutual 

security concern over revolutionary political trends in the Red Sea area. Other- 

wise, Israeli arms diplomacy is not guided by any such quest for direct political 

presence or leverage. 

Surely the American experience in Iran teaches that arms transfers of 

themselves do not ensure stability in a country or region, nor do they guar- 

antee the continued goodwill and cooperation of the recipient. Recent cases, 

like those of Egypt and Somalia in which arms clients successfully turned their 

backs on the Soviet Union after years of alliance and are now obtaining 

weapons from Western suppliers, provide other illustrations, were they even 

needed by Israeli diplomats and strategists, of the dubious thesis that arms 

shipments in and of themselves assure a direct policy input upon the arms 

recipient. Israel’s own experience, both as recipient and supplier, offers ample 

proof of the need to avoid exaggerating the amount of political leverage deriv- 
ing from defense relationships. 

Nevertheless, Israel does subscribe to the commonly accepted thesis that 

friends can be won and nations influenced to some degree and by indirect, 

day-to-day access by providing some of their security needs. A question yet 
to be clarified however is the extent to which the leverage of a small supplier 
differs from, or remains more limited than, a Great Power supplier. In Israel’s 
case the correlation between weapons and influence is unclear as yet. How- 
ever, it is clear that military assistance enhances bilateral political relation- 
ships which already exist. It facilitates collaborative efforts of a functional 
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nature in such areas as information-gathering and antiterrorism. Also, an 

arms relationship may offer the opportunity to present Israel’s position on 

political issues, particularly those relating to the Middle East conflict, al- 

though it must be noted that dependence upon Israeli military advisers and 

equipment did not inhibit Afro-Asian countries from severing ties after 1967 

or from supporting resolutions condemning Israel at the United Nations. 

Equally questionable is whether the threat of withholding further arms from 

uncooperative recipients is an effective sanction and mechanism of control, 

or even a possibility for Israel.'* Initiating negative sanctions as a form of 

political pressure is of dubious value and can serve little purpose under pres- 

ent marketing conditions in which diverse alternate suppliers provide an op- 

tion to Israel’s clients. It could lead to unforeseen and undesired consequences 

for Israel as a peripheral supplier to any single target customer. 

Despite such reservations, Israel’s leaders early on were prepared to accept 

the risks inherent in contending for international influence. In part this re- 

flected the realization that states often differentiate among various types of 

relations. Second, arms transfers by Israel as a rule have tended to be a more 

effective short-term instrument for maintaining and expanding its influence, 

especially in the Third World, than have economic aid or trade. 

Third, the lesson is that influence may be transient and yet still worthwhile. 

It was Shimon Peres, one of the early proponents of utilizing military assist- 

ance in the service of foreign policy objectives, who expressed this pragmatic 

viewpoint. “Relations do not arise on their own”, he said, 

but are made up of similarity of outlook and experience, political connections, 
and even personal connections. They do not develop by themselves and they do 
not remain forever. In some countries security relations do not necessarily run 
parallel to ordinary foreign relations and . . . we must take cognizance of the 

facte= 

Perhaps for this reason, and despite the experience in Iran, and in East and 

West Africa, a conception of arms transfers as bestowing political benefits 

and influence, however defined, continues to dominate thinking in Jerusalem. 

Indeed, the argument will be made shortly that the inability to assert direct 

influence, to either dictate or punish, actually becomes advantageous, mak- 

ing Israel attractive to prospective buyers suspicious of the interference or 

dominance of outsiders. 

Whether because of ingrained realism owing to its status as a small state 

or chastened in those instances where it perhaps exaggerated the direct political 

impact of defense relationships, Israel re-entered the global arms competi- 

tion during the 1970s far more mature in its international outlook and arms 

sales expectations. Eschewing direct presence or influence, arms diplomacy 

enthusiasts instead are quite content to settle for the prestige value and tangi- 

ble contacts accruing from these defense relationships along with trade oppor- 

tunities. 
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Arms as Prestige. Being associated with the international traffic in weapons 

is admittedly a double-edged sword. It draws exaggerated prominence to Israel 

and subjects it to criticism. But at the same time it does confer certain positive 

symbolic benefits, especially upon a small state like Israel for whom power 

is a function of reputation, of how it is perceived by others. 

In this sense, arms are a signal to friends and enemies alike of Israel’s 

strength and determination to act in defense of its vital interests. Arms from 

Israel serve as a gesture of symbolic political support. They suggest that it 

pays to be on good terms with Israel; that Israel has something more tangi- 

ble than moral support to offer governments prepared to deal with it; that 

it has a global reach. 
At the level of the small state or middle-range power in today’s world, the 

marketability of one’s armaments also represents its visibility —the equivalent 

of showing the flag. This is amply demonstrated by the interest shown each 

time Israeli defense products are put on open display. Certainly in the case 

of Israel a good deal of its credibility has come to depend upon its export 

profile and has been further enhanced by the caliber and proven effectiveness 

of its weapons. Should the Conventional Arms Transfer (CAT) negotiations 

aimed at regulating conventional arms transfers, which broke down in 1978, 

be resumed, Israel’s status as an arms supplier would ensure it of an invita- 

tion to attend as a direct participant alongside the major exporters. 

Even without this acknowledgement, current defense sales have helped to 

revive Israel’s image, particularly in the Third World and with the less devel- 

oped countries (LDCs), which had declined after the sixties. The interest of 

these nations is aroused in no small part by the diversity, quality, and reputa- 

tion of Israeli arms for sale on the open market. Success in this arms market, 

in short, confirms not only that Israel is a reality of international life but that 

it is also a factor to be reckoned with in world as well as in regional politics. 

Here again, the symbolic importance is inestimable given Israel’s continuing 

diplomatic struggle for legitimacy and international recognition. Such recent 

triumphs of Israeli statecraft as the resumption of diplomatic relations with 

Zaire, Liberia, and Sri Lanka, together with the decision by the governments 

of El Salvador and Costa Rica to return their embassies to Jerusalem, thereby 

recognizing it as Israel’s capital, are attributable in large part to the interest 

these countries have in gaining military support from Israel. 

In keeping with the realization that transfers alone have little long-lasting 

positive impact, Israeli diplomacy stresses the importance of different forms 

of contact. The following three diplomatic incentives thus have in common 

the opportunities arising from weapons supply relationships to reach certain 

distinctive domestic groups: the local military, business circles, and Jewish 

communities. 

Arms as Military Contacts. Rather than striving for dominance over any 

customer state or its government in the sense of pervasive influence and con- 
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trol, Israel’s preference appears to be for the concentration of attention upon 
narrower, quite specific target groups within many of the recipient countries. 
Weapons can be a singularly serviceable tool of diplomacy in Third World 

countries under direct or indirect military government. Whether such regimes 
are desirable is a moot question given Israel’s inability to determine the nature 
of a recipient’s political system, especially where the armed forces are already 
in power. Ongoing military training and assistance programs, rather than pre- 
science, established personal contacts between Israeli personnel and junior 

officers like Idi Amin or Col. Joseph Mobutu with ambitions but also pros- 

pects of eventually coming to power in their countries. Even in those countries 

where civilian government still prevails, the military chiefs are a powerful in- 

terest group with a strong behind-the-scenes influence upon their country’s 

budget as well as foreign policy orientation. 

One consideration in furnishing Iran with arms has always been to preserve 

good working relations with that country’s armed forces. Similarly, arms sup- 

plies provided an opening for a low-level relationship after 1976 with one Leb- 

anese political faction, the Maronite Phalange forces of Bashir Gemayel, first 

under the Rabin government and then by the Begin government. Again, it 

was more than mere coincidence that found Liberia’s defense minister visiting 

Israel in August, 1983, even before the announcement in Monrovia that ties 

were to be renewed. So, too, the following year with Sri Lanka, whose de- 

fense officials apparently took the lead in pressing government officials in 

Colombo to make the diplomatically significant gesture of upgrading rela- 

tions with Israel as the price for securing a defense relationship. 

Moving to a different part of the world, the central position of the military 

in the Latin American political process is an acknowledged fact. Israeli mili- 

tary transactions have established liaison with this most significant political 

elite in the majority of Central and South American countries. Military 

establishments in these countries are impressed with any of several Israeli at- 

tributes. If modernizing elites, they may choose to use Israel’s socioeconomic 

progress as a source of inspiration and a guide for action. As professionals, 

the Latin American military are swayed in their recommendation for or final 

selection of weapons purchases by Israel’s demonstrated military capabil- 

ity. Finally, as national patriots and anti-Communists, representatives of 

the armed forces consider aid from Israel no less effective than Big Pow- 

er assistance, while at the same time not jeopardizing their national sover- 

eignty. 

Arms as Commerce. Military sales and assistance often provide the opening 

wedge for a variety of other commercial contacts which would otherwise have 

been difficult. Where Israelis have shown resourcefulness is in their use of 

this economic resource in advancing political as well as security interests in 

a manner comparable to the sale of oil by other developing states. 

Military assistance has proven its usefulness in the larger diplomatic sense 
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of achieving a degree of influence with the recipient through economic and 

cultural activities. Israel’s thrust today in many parts of the world is toward 

improving its economic position and creating avenues for trade. Military sales 

frequently do provide such entry into civilian and commercial sectors. Trade 

has followed not the flag but, symbolically, the Uzi submachine gun, with 

contacts extending in the course of time to nonmilitary commerce. The main- 

tenance of weapons, especially of the more sophisticated types, training in 

their use, and orders for spare parts suggest the dynamic for an ongoing rela- 

tionship and the possibility of exerting influence, particularly where Israel 

has to offer tangible benefits as an inducement to countries willing to con- 

sider commercial if not diplomatic links. 

An outstanding example is the role of Israeli firms in areas such as hous- 

ing, construction, and irrigation during the period of modernization in Iran. 

Israeli-Iranian relations during the 1970s also point to another logical if as 

yet potential commercial use of weapons. Were arms deals to be contracted 

on favorable terms of trade or, more important, on a barter arrangement of 

military hardware in exchange for vital resources such as oil, this, too, might 

indirectly enhance Israel’s diplomatic position. In light of the arms relation- 

ship developing between Israel and Zaire, another expression of the commer- 

cial implications is the air traffic agreement signed in April, 1983, between 

the two countries, allowing El Al, Israel’s national airline, to extend its serv- 

ices to central Africa and to open new routes to Latin America via Africa. 

To cite these few examples is merely to hint at the enormous economic 

possibilities for commercial relationships of both a nonmilitary and military 

nature throughout Africa, the Americas, and parts of the Far East. Arms 

transfer successes further suggest that at least until such time as normal 

diplomatic relations are reestablished with a whole range of developing coun- 

tries, formal ties are not even needed in order to maintain trade links with 
many of them. 

Arms and the Jewish Factor. A central tenet of Israeli foreign policy has always 
been a sense of commitment toward world Jewry and the use of diplomatic 
contacts with host governments in over eighty countries where the more than 
ten million Jews residing outside of Israel live. This extraordinary sensitivity 
for the safety, welfare, and rights of Jewish communities in distress and, in 
addition, for ensuring the right of Jews to emigrate, preferably to Israel in 
keeping with the essence of Zionist teaching, is indeed the true hallmark of 
Israeli statecraft. This concern for maintaining links to fellow Jews and for 
fostering bonds with them is often overlooked in the rush, even by Israelis 
themselves, to identify hard-bitten political or monetary motives for pushing 
arms. Yet this Jewish connection provides a significant moral balance to these 
more commonly cited pressures in the total arms sales calculus. 
A survey of Israeli arms sales patterns and preferences discloses in a number 
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of instances a rather strong correlation between the presence of Jews in a given 

country and its being the recipient of Israeli defense aid or equipment. This 

suggests the application wherever possible of military assistance relationships 

on their behalf. While not necessarily the principal consideration in whether 

to authorize an arms transaction, the Jewish factor nevertheless was a com- 

ponent of Israeli thinking vis-a-vis Iran; it remains so in terms of Argentina, 

with its 300,000 Jews, and South Africa which has 120,000 Jews.'® 

If the objective is to maintain free and continuous contact with every one 

of these Jewish communities, with their ingathering to Israel ultimately in 

mind, then military relationships and the supply of equipment represent one 

such vital opening. This “primordial and pre-eminent aspect of the political 

culture” has been commented upon;’’ it found an articulate exponent in David 

Ben-Gurion and found later expression in the thinking and policies of Me- 

nachem Begin, which may also help to account in part for the upsurge in arms 

sales following his electoral victories in 1977 and 1981. 

This Jewish connection also works of late in a different and interesting way. 

In the eyes of many Third World leaders Israel is seen as the key to improv- 

ing their image in the United States. It is assumed therefore they will have 

better prospects of gaining an appreciative ear among U.S. congressmen for 

their own requests for economic and security assistance by cultivating ties with 

Israel, including at the military level. In exploiting such perceptions Israeli 

diplomats are not above suggesting the purchase of its military goods as an 

acceptable and fair quid pro quo for using the near-legendary strength of the 

pro-Israel lobby in the Congress and its influence with the American Jewish 

community on behalf of the arms client; rumors of such an understanding 

circulated in the instance of Zaire for example. 

Arms as Preemption. A sixth political function asked of arms diplomacy lies 

in the area of Israeli security and competitiveness. Military aid and equip- 

ment are meant at a minimum to deny advantages to Arab adversaries. 

Israeli statesmen have never forgotten the constant attempt by Arab op- 

ponents ever since 1948 to further weaken and isolate the Jewish state. In 

fighting back against measures such as the Arab boycott, blacklist, and funds 

dangled before countries willing to honor Arab and Muslim demands to avoid 

all contact with the Zionist entity, they are duty-bound to exploit even momen- 

tary opportunities to frustrate Arab designs which amount to a policy of 

denial— denying Israel allies, markets, access, and influence. Military assist- 

ance and arms sales are therefore an important part of this Arab-Israeli rivalry 

and of Israel’s resourceful counteroffensive. 

In instances where a commonality of interest arises between a prospective 

client and Israel, such as the shared desire to resist Arab or Muslim ascend- 

ancy on the African continent, weapons transfers have been singularly effec- 

tive in cementing relationships. Moreover, in the past at least, arms, as op- 
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posed to oil or money, were a commodity which Israel could offer a potential 

anti-Arab or anti-Muslim country like Ethiopia. Cases arose where either the 

Arab states were unable to satisfy another country’s even modest military 

needs or refused to do so for political reasons; similarly, the recipient might 

find the acceptance of such Arab aid either inopportune or anathema. Arms 

transfers to Ethiopia, Kenya, and Uganda at one time or another have fit neat- 

ly into this strategy of aligning Israel with countries opposed to the spread 

of Arab radicalism or of Islam beyond the Middle East. Transactions with 

Morocco, Kurdish separatists, Lebanese Phalange and the Iranians only sug- 

gest the subtle uses of arms within the region itself and Israel’s ability to ex- 

ploit inter-Arab and intraregional rivalries in order to blunt the Arab political 

and military threat. 

Increasingly this diplomatic offensive by Jerusalem has assumed global pro- 

portions as part of efforts at combatting the Palestine Liberation Organiza- 

tion and international terrorist groups linked to it. Reported supplies of arms 

to different African and especially Central American countries in recent years 

can be viewed as a function of this campaign to support governments that 

oppose radical forces closely allied with Arab extremists like Colonel Qad- 

dafi of Libya aided by the P.L.O. This is apparently the case with assistance 

to Guatemala, Honduras, and to a lesser extent Costa Rica, confronted by 

Cuba and Nicaragua, neighboring countries that strongly support the P.L.O.'® 

This is apparently also the case in the instance of Sri Lanka where the Palestin- 

ians are said to be among those foreign guerrilla groups training and arming 

Tamil terrorists.'° 

Preemption has a dual meaning for Israeli arms sales practices. In the first 

sense it refers to this broad diplomatic strategy of countering Arab and P.L.O. 

influence or pressure upon third party countries whenever, wherever, and 

however possible, including through the use of arms leverage. The second 

meaning, however, is narrower and applies exclusively to the international 

arms trade. Israeli leaders, having committed themselves and the indigenous 

arms industry to a competitive export drive, and perfectly aware that other 
sellers show few inhibitions in closing contracts, must confront the choice of 
either gaining influence by making sales or of losing it by refusing to com- 
pete because of unilateral restraint. Israeli arms diplomacy aims, therefore, 
at precluding others from achieving those very same goals of influence and 
income which it seeks for itself. 

Arms, Western Security and the United States. Fortunately for Israel and its 
goal of promoting conventional weapons transfers, there is a great deal of 
overlap between its anti-Arab, anti-P.L.O. policies and the two separate yet 
related goals of closer alignment with the West in general and with the United 
States in particular. 

Israeli diplomacy dating back to the early 1950s has sought to identify the 
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country with the West and with the democratic Free World. In stressing 

Israel’s great value to the West in the event of a direct confrontation with the 

Soviet Union, Ben-Gurion maintained: “We have to explain . . . that the 

whole of Israel—strengthened, in military and industrial terms—is a base. . . 

available to the free world on a day of need.”?° Israel’s self-image is that of 

a significant Middle Eastern component in the system of anti-Communist con- 

tainment and collective security. But because the other members of the West- 

ern alliance also perceive of Israel as problematic if not a liability in the nar- 

rower regional and Arab-Israeli contexts, there is always a need for Israel to 

demonstrate its usefulness short of the event of war and to reconfirm the 

positive contribution which it makes to the security of the West. 

In making this argument, spokesmen in Jerusalem would surely cite Israeli 

arms as performing an important service in defense of Western interests. Since 

those interests lie in preventing small and vulnerable countries favorably 

disposed to the West from falling prey to destabilization efforts by the Soviets 

or their Arab clients, any Israeli success in enhancing the ability of such 

governments to cope with internal or external threats must be regarded as serv- 

ing this larger community of interest. Earlier timely assistance to Emperor 

Haile Selassie of Ethiopia and to the monarchy in Morocco helped them to 

withstand the wave of Nasserist revolution which threatened their pro-Western 

regimes. Supplies to Honduras or Costa Rica in the face of Caribbean subver- 

sion are a more recent example. 

When placed in this broader geopolitical context, the Israeli role in building 

up the armed forces of Zaire, units of which were rushed in to Chad in 1983 

to prevent a takeover by Libyan-backed insurgents equipped with Soviet 

weapons, becomes more meaningful; so, too, rumored Israeli contacts with 

the government of Mengistu Haile Mariam still waging its war against Arab- 

backed Eritrean separatists and perhaps less inclined than before to advance 

Soviet influence in Ethiopia and in the Horn of Africa." 

In contemplating the emerging strategic map at the end of this decade, the 

Israeli arms relationship with southern hemisphere countries similarly assumes 

greater clarity (Figure 3.1). 

From this maritime perspective the South Atlantic emerges as the focus for 

global attention.”? It calls attention to vital Western strategic interests: con- 

siderable oil deposits on the coast of West Africa, oil supply routes and sea 

lines of communication from the Persian Gulf, fish resources, and some of 

the world’s largest deposits of scarce minerals. It also underlines the Soviet 

Union’s vulnerabilities, given the absence of adequate major overseas bases 

in the vicinity, but especially the pivotal defense role of states like South 

Africa, with its major naval base at Simonstown, Argentina, and Brazil.”* 

The political significance of Israeli arms for its relations with the United 

States is directly related to this larger community of Western strategic in- 

terests. First, as part of the strategic decision to align Israel with the West, 
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principal stress was placed on convincing the United States to make Israel, 

in Ben-Gurion’s words, “the base, the workshop and the granary” of the Mid- 

dle East.?4 How Israel is perceived by the U.S. is therefore crucial for the way 

it is accepted or kept at arm’s length by the other Western allies. Second, arms 

support for various pro-Western regimes is part of what Israeli representatives 

allude to when describing Israel as a proven strategic asset—a fact better 

known to Pentagon and State Department officials from classified documents 

than to the American public at large. 

Looked at more closely this Israeli support significantly augments United 

States policy. As a result of its mounting defense burden, the United States 

is no longer able to meet the proliferating calls for more help from nations 

whose security and stability are vital to Western interests, particularly in the 

Third World. Israel’s program thus falls within the larger context of an ef- 

fective security framework for the Free World, led by the United States, and 

answers the call of the American administration for greater contributions 

from allied and friendly countries able to render different forms of such 

assurance.”* 

In cases where it is important to the United States that a given country 

adopt its military doctrine and equipment, but where political considerations 

preclude supplying arms directly, Israel might be asked to act as an alter- 

native supplier, assuming the interests and political assessments of the two 

governments run parallel. Arms to the Lebanese Christians, Argentina, and 
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Central American republics illustrate this approach. Out of fear of angering 
Beijing, and not wanting to abandon Taiwan or its supporters in the United 
States, the Reagan administration might choose to have a request for such 
items as additional American-made M-48 tanks met by Israel. Each instance 
of close military cooperation strengthens Israel’s claim that it has a right to 
be regarded as an ally and strategic asset, while at the same time justifying 
American support for Israel as payment for services rendered. 

When questioned about American reactions to reported Israeli military 

assistance to various countries, American officials may resort to bureaucratic 

terminology in stating that the United States “is not displeased” but they can- 

not, or do not choose to, hide a basic American satisfaction with Israel’s 

positive role. On the other hand, Israeli arms sales diplomacy may sometimes 

have to be conducted without consultation with Washington; the sale of spare 

parts to Iran for a while after 1979 comes to mind. Moreover, Israel’s push 

might succeed to the point of rivaling or even preempting American defense 

contractors in the competition for some markets. Consequently, whereas until 

the 1980s the modest export program worked positively as a lubricant facili- 

tating the principal goal of Israeli foreign policy — strengthening the U.S.- 

Israeli relationship —it demonstrates a potential for becoming a source of fric- 

tion in the near future. This leads us to the eighth and final diplomatic goal 

for which foreign military assistance has been justified in Israeli terms. 

Arms as Independence. The unwritten rules of the arms trade cannot prevent 

most suppliers from anticipating increased leverage over those to whom it pro- 

vides military aid, but by the same token they counsel the beneficiary to avoid 

the danger of becoming too dependent upon any single supplier. Some clients 

have opted, or been forced, to rely solely upon either the Russians or the 

Americans. Most countries, however, are anxious to establish alternative 

sources for armaments as a hedge against resupply problems, extreme depend- 

ence, or undue interference. The possibility of meeting some of its security 

requirements through the auspices of Israel presents a viable third option to 

a proud yet dependent country, more so because the former is perceived of 

as posing no real threat. Israeli aims, by comparison with those of the major 

suppliers, are less complex. Israel is interested neither in a direct military 

presence nor in a high profile arms relationship. Moreover, it simply has less 

capacity than do the other leading suppliers to extract political concessions. 

Sensitive issues of domestic jurisdiction like human rights policy or state 

sovereignty, such as the actual stationing of forces, which dominate arms 

negotiations with the superpowers, therefore are unlikely to enter diplomatic 

negotiations over the terms of sale. 

Evidence suggests that Israeli salesmen and diplomats are quite successful 

in presenting Israel as a buyer’s attractive second or third option as well as 

a dependable source for arms acquisition. As a result, weapons transfers ac- 

count for a substantial part of the total volume of bilateral trade relations 
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between Israel and those non-Arab and non-Muslim countries still determined 

to pursue a narrow course of nonalignment in a balancing act between for- 

mal neutrality and too close or open an association with the United States. 

Regarded in this light, close ties with Washington are a definite advantage 

to Israel, positioning it intermediately between the Western superpower and 

skittish developing countries. In short, it permits their utilizing the leverage 

deriving from the availability of competing sources. 

Ironically, however, such an intermediate position, forcing Israel into a 

delicate balancing act of its own, poses a critical challenge for Israeli state- 

craft and independence in seeking to avoid too close an association with the 

United States. This applies to relations in general and to defense sales in 

particular. 

Israel’s position as arms recipient is the reverse of that enjoyed by some 

of its own clients. In terms of supplier preference it has no comparable third 

or even second option, being reliant upon the United States in certain critical 

categories of sophisticated equipment. In attempting, nonetheless, to diver- 

sify its sources, besides investigating alternative European suppliers, Israel 

has been able to meet a sizeable portion of its needs through a local arms in- 

dustry. In the process national leaders have discovered that while far from 

removing this basic condition of dependency, military exports do help to 

relieve it somewhat. Thus, for example, it can be argued that the export of 

arms enables Israel to produce greater quantities at less cost for itself, to 

stockpile emergency reserves, and to produce its own substitute version of 

a previously imported item such as the Merkava tank in place of U.S. tanks, 

all of which translates into decreased dependence. 

Israel is susceptible to overreliance. It is also open to criticism for support- 

ing Washington’s arms assistance policies to Central America almost to the ex- 

tent of becoming to the United States what Cuba is to the Soviet Union: an 

arms surrogate and indirect supplier. Staking out a course of its own within 

certain limits serves to counter the negative side of the close association with 

the United States. If pursued carefully, a distinctive Israeli policy represents 

a small safety net and, in the symbolic context, a declaration of sovereign 
independence. 

If the notion of sovereignty for all modern states is meaningless in absolute 
terms, then in this sense arms should be seen and esteemed as permitting a 
greater degree of latitude politically. In offering an essential margin for 
diplomatic maneuvering, the sale of weapons contributes to the national in- 
terest and provides the foundation for a more independent foreign policy. 
For Israel, its options so limited to begin with, pragmatism argues for ex- 
ploiting every reasonable opening or advantage. This view is consistent with 
the pursuit of other diplomatic goals, such as ongoing political contacts, even 
if the latter should happen to derive from a coincidence of interests — perhaps 
only momentary —rather than being anchored in ideological affinity. 
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If Israel clings to its tenuous independent role, political and military, in 
world politics, at least some of this success can be traced to military sales. 

SUCCESSES AND FAILURES 

In concluding this discussion of the possible range of diplomatic interests 
generally thought to be served by the sale of Israeli arms, it is important for 
the sake of balance to consider some of the dilemmas as well.?° First, in 
various times and places one of the eight diplomatic rationales may have come 
at the expense of any one of the others because of competing foreign policy 

aims. Second, as we shall see, the potential exists for a clash between diplo- 

matic objectivities and economic motives. A third possibility is that taken on 

their own merits each of the eight political goals threatens to be offset by dis- 

advantages and heavy costs diplomatically. 

Let us take the first, the quest for influence. It is precisely because Israel 

possesses so little capacity for exerting leverage that it appeals to many cus- 

tomers as a suitable supplier with few demands. This in itself makes Israel 

susceptible to betrayal by Third World clients, as indeed happened between 

the years 1967 and 1973. The offer of arms does not guarantee political success 

—even when:accepted — in and of itseif. One illustration is the supply of Israeli- 

manufactured mortars to Nehru’s India at the time of its wars with China 

and Pakistan, which, nevertheless, did not provide the breakthrough in dip- 

lomatic ties hoped for by Ben-Gurion.?’ 

Prestige, too, is a double-edged sword. Whatever the gains for Israel’s 

positive image to be derived from its reputation as a military power and sup- 

plier threatens to be cancelled, particularly in Western liberal circles, by the 

notoriety of gun sales as a general practice and by the identity of some of 

its internationally less respectable customers. Furthermore, the prestige value 

of being known as a formidable supplier is vitiated because Israeli policy- 

makers and arms merchants prefer not to attract undue attention, stressing 

the sale rather than the effect of the attendant publicity. 

Third, as previously alluded to, the emphasis upon establishing contacts 

with Third World leaders and military elites renders Israel open to guilt by 

association. Many of its best military clients also happen to be countries or 

leaders with serious image problems. It must honestly be noted that regard- 

less of other possible political considerations and without denigrating them, 

having been identified with the Somoza regime in Nicaragua raises unavoid- 

able questions as to the possible value of such contacts. Moreover, given the 

often repressive and precarious rule of some of these leaders and governments 

they often prove to be transient. Their removal or departure from office would 

deprive Israel of the access it had patiently sought to acquire. Also, there is 

the danger that as the contacts deepen and expand, Israel may inadvertently 
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become entangled in local or regional squabbles to which its clients are a direct 

or indirect party; Central America, of course, is presently the best case in 

point. 
International trade was the fourth rationale. And while defense relation- 

ships have made a contribution, it should be noted that: (a) aside from 

agriculture, arms, and technological know-how, Israel enjoys little compara- 

tive economic advantage and certainly cannot compete with the larger sup- 

pliers in terms of resources, trade, or markets; (b) the very fact of its diplo- 

matic isolation precludes ease of access to otherwise lucrative markets. 

Concerning the fifth, or Jewish, interest, one encounters the problematic 

nature of arms diplomacy in its fullest intensity. In one recent case, the in- 

sistence upon fulfilling arms commitments to Argentina at the height of the 

Falklands fighting found Israel in the political crossfire as Argentinian Jewry 

encouraged Israeli actions as cementing their own position in the country 

whereas Anglo-Jewish leaders argued that for their sake Israel had best ter- 

minate all such arms activities. The case of Argentina is instructive in a sec- 

ond sense. Israeli foreign ministry officials insisted that the sale of weapons 

to the military junta had been morally sound and that consequently many 

Argentinian Jews were spared the fate of the desaparacedos. It was argued, 

for example, that at the height of the arms flow in December, 1982, Foreign 

Minister Yitzhak Shamir had made an official démarche (protest) on their 

behalf, but that any more dramatic action by Israel would have made no prac- 

tical contribution.”* This followed accusations by some Argentinian Jews that 

the Israeli government and Foreign Ministry had not intervened, possibly out 

of concern lest defense contracts be cancelled by offended authorities in 

Buenos Aires.”’ Be that as it may, some of the potential advantage in using 

arms sales as diplomatic and Jewish leverage would seem to be diminished 

because of the less than wholehearted or enthusiastic view held in certain 

Jewish circles, primarily outside Israel, of the general practice of represent- 

atives of the Jewish state marketing lethal weapons. 

Arms, when employed for purposes of preventing Arab political inroads 
or as preemption of other arms supply contenders, do not necessarily suf- 
fice. The danger exists that in retaliating, the Arab camp, reinforced by friend- 
ly Muslim countries, might be capable of mobilizing sufficient pressure to 
frustrate Israel’s efforts at cultivating a prospective arms client and hence 
potential diplomatic supporter. Not to be forgotten is the traumatic dip- 
lomatic setback suffered in 1973 when eighteen African states previously on 
friendly terms in one month ordered the closing of Israel’s embassies. Their 
actions are interpreted as having been governed in large part by Arab pressure 
mixed with promises of massive alternative aid and supplies of oil.*° Israel 
has no assurance that in the future as well smaller countries pursuing military 
ties with it will be able to withstand Arab pressures; Costa Rica and El 
Salvador, in persisting with their ties despite a decision by Egypt early in 1984 
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to sever diplomatic relations with them, may only be the exception proving 
the rule.** While impossible to verify, it is safe to assume that any number 
of prospective clients have entered arms negotiations only to be dissuaded 
at the last moment by political considerations. 

Likewise, in instances where the arms competition is intense, Israeli defense 
proposals, however generous or attractive, may not suffice against stronger 
competitors precisely because Israel has so little political clout, in which case 
it runs the danger of being squeezed out of prospective markets and deprived 
of important contracts. Certain countries might prefer Israeli defense exports 
for political reasons—no threat of Israel’s interference or direct influence, 
a “window” to the United States — but too often the opposite is true. In the 
case of the Kfir interceptor, for example, political factors prevented the ex- 
port of an otherwise attractive plane. This, too, would have an adverse im- 
pact upon the overall diplomatic position of the country. 

Even the close identification with the United States and the West has a less 
desirable side to it from the standpoint of Israeli foreign relations. As part 

of the U.S.-Israeli dialogue American military and intelligence officials may 

be prepared to cooperate bilaterally with Israel on an entire range of securi- 

ty, economic, and diplomatic issues, but may be anxious to see, in return, 

a higher Israeli profile in support of administration policy. One recent illustra- 

tion was reported efforts by the Reagan administration, and especially the 

Central Intelligence Agency, to get Israel to become more active in overtly 

and covertly helping to weaken the Sandinistas in Nicaragua and in backing 

the Contras.%? 

On the one hand, Israel is so beholden to the United States that it becomes 

not only difficult but unpleasant to turn down such requests. Yet, on the other 

hand, to acquiesce in such adventures exposes Israel to the charge of being 

used in a proxy, interventionist role similar to that played by Cuba for the 

Soviet bloc. Just how sensitive Israelis are to this image can be seen from the 

denial of a senior but unnamed official: “We are not a surrogate for the United 

States.” 

This leads to the eighth argument on behalf of defense exports: that they 

provide an added degree of political independence. Yet here, too, weapons 

transfer diplomacy can, and has, boomeranged. First, in some ways it serves 

only to make Israel even more dependent. Second, by seeking to distance itself 

from the United States and other friendly Western countries, Israel risks in- 

creasing friction: commercially, in competing for arms clients; politically, by 

happening to be on the opposite side, as was the case in the early stages of 

the Iran-Iraq conflict. Third, arms as pragmatism and political expedience, 

even as they make a significant contribution to the country’s national securi- 

ty and international status, nevertheless impose a serious tradeoff. They raise 

questions, oftentimes from sympathetic parties, about Israel as a principled 

state representing a clear set of moral values covering both human rights and 
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relaxation of global tensions. Rumors of arms activities, even if baseless, 

are a convenient means for critics and detractors to cast a slur upon Israel’s 

integrity and its international standing. In addition, Israel finds its own ag- 

gressive promotion of weapons sales thrown back at it, as happened when 

the Israeli government protested West German plans to sell sophisticated 

arms, including the Leopard II tank, to the Saudis only to have Chancellor 

Helmut Kohl and the German press counter by citing many of those very same 

arguments used by Jerusalem in justifying Israeli arms diplomacy.** 

There is no reason to assume that Israeli policymakers are unaware of the 

risks and drawbacks of arms assistance from the standpoint of foreign rela- 
tions. Statesmen are neither naive nor blind to realities. The negative side 

of the balance sheet is fairly obvious. The sale of weapons offers no last- 

ing influence; at times it may appear to be unselective, mercenary, and im- 

moral, encourage the wrong kinds of contact, and go unappreciated in the 

Jewish world. Those same policymakers may find Israel outmaneuvered by 

Arab enemies, foreclosed in a long list of countries and markets, and dis- 

missed as a tool of the West even as its narrow pragmatism leads those in 

charge of national policy to lose sight of genuine and larger foreign policy 

goals. 

But Israel persists. For while the record is mixed, on balance the concrete, 

short-term accomplishments outweigh the drawbacks. This is especially so 

once the economic rationale, as we shall see in the following chapter, is added 

to the security and diplomatic determinants analyzed here. If Israel has pre- 

vailed in clinging to the tenuous role of an independent small, security- 

conscious state in world politics, at least some of this success is traceable to 
military assistance and weapons transfers. 

Israel’s diplomatic isolation within the international community is well 
known and taken for granted by outside observers. One is accustomed to the 
one-sided votes against Zionism and the Jewish state, such as the resolution 
passed in 1982 by the U.N. General Assembly calling upon members to end 
aid, trade, and diplomatic ties with Israel “in order to totally isolate it in all 
fields.”** An overwhelming majority (86 to 21, with thirty-four abstentions) 
voted in favor, and Israel’s representative promptly denounced the action as 
“unjust, illogical and unbalanced.” On the practical plane, however, in con- 
trast to bold gestures, Israeli arms salesmen have mounted the more effec- 
tive response. 

Such assistance has given Israel some small yet crucial influence over events 
in many areas where other instruments of foreign policy do not work. Con- 
sidering the evidence of arms sales relationships with well over thirty coun- 
tries, the linking of arms transfers to foreign policy has proven a success in 
promoting each of the twelve political-military incentives discussed here. 
Defense exports in the instance of Israel are anything but an imprudent esca- 
pade or caprice. 
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THE ECONOMIC IMPERATIVE 

Meriting separate discussion is the third pillar of the pro-arms sales strategy: 
the economic rationale. True, there is always some linkage and overlap be- 
tween a country’s status in world affairs, its defense posture and role as muni- 
tions supplier, on the one hand, and its national economy. But in the case 
of Israel this economic variable is noteworthy for going beyond merely sup- 
plementing or further reinforcing those diplomatic and security arguments 
analyzed in the previous chapter. For one thing the relationship between 
weapons transfers and economic strength appears to be inverse: foreign sales 
are increasing even as the nation’s economy has stagnated in the first four 
years of the present decade. And as a result considerations of an economic 

nature have become extremely important of late in arms decision making, 

causing, for example, a lessening of restraints on the export of military 
products. 

ISRAEL’S ECONOMY 

A brief picture of the economy in the 1980s suggests a number of indicators 

and trends relevant to the larger context of arms transfer policies. To begin 

with, the impression of a major economic crisis is inescapable and overwhelm- 

ing. The most immediate symptom is rampant inflation, approaching 1,000 

percent in 1985. A second alarm signal is a halt in economic growth. In 1982 

the Central Bureau of Statistics had released figures which showed that for 

the first time since the early 1950s the Gross National Product had not in- 

creased at all; whereas during 1981 the total output of goods and services had 

risen by some S percent.' Third, Israel’s balance of payments and balance of 

trade position worsened. Imports of goods and services by a consumer- 

oriented society exceeded exports by some $4.9 billion in 1982. The external 

deficit on goods and services projected for Israel by the International Mone- 

tary Fund (IMF) was $5.3 billion in 1983 and over $6 billion by 1985.” In 1984 

foreign reserves fell to $2 billion—well beneath the $3 billion mark Israeli 

economists and the government regard as the safe minimum. 

Traditional earners of foreign currency, such as agricultural exports, dia- 

monds, and even tourism, have experienced periods of decline in recent years.’ 
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Owing in part to this, Israel’s foreign debt has assumed alarming proportions. 

By the end of 1984 Israel was shouldering a foreign debt estimated at $24.2 

billion, requiring that it pay out about $3.5 billion in capital and interest on 

long-term and medium-term loans. In 1982 Israel had to repay over $800 

million to the U.S. alone, a sum exceeding the $785 million received in 

American economic aid.* These payments of principal and interest on domes- 

tic and foreign debts are believed to have soaked up a full 32 percent of ex- 

port earnings in 1982.° 

The implications of this crisis are best reflected in Israel’s abnormal budget. 

Debt servicing alone consumes about one-third of all government expenditure. 

Another third, or about $7 billion, goes for defense—as opposed to 7 per- 

cent in the United States and compared to 2.5 to 4 percent for most other 

countries.® This staggering military outlay leaves only the last third to be spent 

on social services. 

In contrast to these and other indicators of a troubled and declining na- 

tional economy — what has been referred to as a “siege economy” —is the im- 

age of Israel as a booming, vibrant center of manufacturing and technological 

research. Since the 1967 Six Day War the country’s industrial base has ex- 

panded enormously and Israel itself has been transformed from a rural econ- 

omy dependent upon citrus exports to a sophisticated producer of computers, 

electronics, medical and biotechnological products, and aircraft. While in 

1972 only $103 million, or 7.5 percent of all exports, were in the category of 

high technology, a decade later, in 1983, the figure had jumped to $1.5 billion, 

or 30 percent of all industrial goods.” Rapid industrial expansion and con- 

tinued industrial development geared to foreign trade, moreover, are acknowl- 

edged by economic experts as one of the keys, along with cutting government 

expenditures and reducing the defense budget, to stemming Israel’s economic 

decline and resuming economic growth. 

It is here that military production and foreign sales enter the discussion. 

Admittedly the defense budget and defense needs are a drain on the nation’s 

resources. A heavy armament program, imposed upon a narrow and shrink- 

ing economic base, generally tends to divert funds to socially unproductive 

investment. Yet, for Israel, the arms industry and export program are present- 

ly one of the few bright spots in this otherwise rather dismal economic pic- 

ture as well as a central component of the strategy for moving the Israeli 

economy into the twenty-first century. 

DEFENSE AND THE ECONOMY: THE ISRAELI EXPERIENCE 

The discussion about the domestic economic effects of military expenditure 

on arms transfers is one familiar to economists. It is widely accepted, for ex- 

ample, that in the long run economies are ill-served by massive investment 

in the defense sector; Benoit, Kaldor, and others have shown how military 
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expenditure, and the pursuit of ever more modern and sophisticated tech- 
nology, are detrimental to development, compete directly with civil projects, 
entail “opportunity costs” by diverting funds from social and other economic 
goals, and even then do not necessarily increase military effectiveness.® 

In terms of Israel, the discussion at the level of macroeconomic theory is 
somewhat academic. There was little if any element of choice involved his- 
torically in the determination of military as opposed to other economic pri- 
orities. These were imposed upon the country, dictated by threats from the 
external environment. Or as expressed in the advertisements of one military 
exporter: “unfortunately we have the experience.” The only matter open to 
question was whether to seek the country’s security needs solely by import- 
ing arms from foreign sources or to give attention to indigenous manufac- 
ture as well. And for so long as the security problem continues to demand 
maximum attention, the production and marketing of defense equipment will 
remain characteristic of the Israeli economic system. 

Beyond that, however, lies a second observation. Contrary to the notion 
that military industrialization is dysfunctional, Israel stands as a model, 
possibly unique, for the opposite view.? The manufacture and export of 

defense-related products have served as a stimulant to growth, or what Kolod- 

ziej prefers to describe as “a mechanism of modernization.”!° The defense 
effort and the local armament process, while costly, provide the main impetus 

behind industrialization. Military industries have pioneered in a number of ' 

nonmilitary sectors, offering spinoff, or side benefits, and creating a standard 

for high-quality products which, in turn, has had a marked effect on civilian 
production. Moreover, they have given Israel an operational base for modern 

weapons systems design, development, and production without condemning 

the country to “an industrial structure that is perpetually backward by the 

standards of the most advanced industrial nations”;'' and all this while chal- 
lenging the contention that militarization “can be carried out only through 

authoritarianism and repression.”!? As judged by a foremost student of the 

impact of defense upon economic growth in developing societies, “the eco- 

nomic payoffs to Israel of its large defense program appear . . . to have been 

substantial.” 
This judgment goes beyond the past tense. The defense industry and its ex- 

port drive are of vital importance to Israel’s present economy and future per- 

formance through a logic which is straightforward and rests upon economic 

and commerical pragmatism. It goes as follows: to remain viable the economy 

must be oriented toward industrialization and foreign trade. Total exports 

are spearheaded by industrial products. Industrial exports, in turn, are dom- 

inated by three sectors — metals, electronics, and aerospace equipment. Each 

of these includes defense-related items, meaning that while Israeli leaders 

studiously avoid making the point quite so unequivocally, the fact remains 

that in recent years defense output has become a critical factor in the growth 
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of industrial as well as total exports, hence of the economy as a whole. As 

for the defense industry itself, Israel, emulating the leading arms merchants, 

depends upon the weapons trade to achieve an array of economic interests, 

including domestic employment, lengthening production runs, achieving lower 

per unit costs of research and actual manufacture while also protecting the 

local industry from fluctuations in domestic demand. 

We find that while not an unmitigated success and although achieved at 

great cost, on balance the defense sector, of which arms transfers are an in- 

tegral part, has had a net positive effect on civilian growth capacity. In Israel’s 

case the economic benefits, domestic and external, tend significantly to out- 

weigh the burdens. In fact, three factors have been providential in keeping 

Israel’s economy from declining even more sharply than it has. Two of these 

are external: American assistance and the fall in the price paid for oil. The 

third factor, however, owes more to Israel’s own initiative and determina- 

tion, namely, the successful defense sales program. Yet, in our opinion the 

economic imperative for pushing arms and what has been termed the “arms 

transfer-economic development nexus”'* are not sufficiently appreciated. 

CONTRIBUTION OF ARMS SALES 

Five principal arguments, dividing into domestic and external, are most 

often heard in the case made for Israeli defense sales on economic grounds. 

The first set of three are: employment, economies of scale, and spinoffs. In 

the second category are foreign exchange and the balance of trade. 

The Labor Market 

Military production provides a major source for employment in all in- 
dustrializing and arms exporting countries. In Britain military exports are 
estimated to contribute to the direct employment of 70,000 to 80,000 people 
and indirectly to perhaps another 100,000 people.'® The French arms industry 
employs approximately 300,000 military and civilian personnel —or about 1.3 
percent of the active population and 5.5 percent of the industrial labor force.’® 
U.S. Bureau of Labor Statistics reveal that every $1 billion in arms sales is 
equivalent to 50,000 more jobs for Americans.’” In Singapore the national 
arms corporation has only 4,500 salaried people and yet is regarded as an im- 
portant employer in a country of some 2.5 million people.'® 

Compared to the larger Western arms manufacturers the figures for Israel 
will perhaps appear numerically less significant at first glance. But because 
of the country’s origins in socialism, its struggle for economic viability, and 
its extreme sensitivity to societal unrest, claims that the armament effort con- 
tributes to near full employment are not to be dismissed as a myth.?9 
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It appears that anywhere from 58,000 to as many as 120,000 Israelis are 
employed currently in the defense industry. These are merely estimates since 
detailed information is not published on employment in the defense sector. 
Also, it is hard to know precisely where the military industry ends, given the 
profusion of subsidiaries. Nor do such figures fully reflect the magnitude of 
such employment, given the fact that beyond the wage earners are their im- 
mediate families; the director of the Israel Aircraft Industry admits to feeding 
“more than 80,000 mouths.”2° 

Even accepting the lower figure of 58,000 people employed in arms man- 
ufacture as a base point, the implications are clear. The Bank of Israel 

reported a labor force of 1.3 million Israelis in 1982. Of these, fully one 

quarter, or 309,000 people, worked in the industrial sector.?! In which case, 

no less than 20 percent of the entire industrial work force and 5 percent of 

the country’s employed are connected, directly or indirectly, to an expanding 

military industry with markets both at home and abroad.”? 

Furthermore, in qualitative terms the defense industry eases the manpower 

situation by absorbing technically-skilled immigrants and in mitigating the 

“brain drain.” A high percentage of scientists and engineers are concentrated 

in this one sector. Until recently at least Israel enjoyed a comparative advan- 

tage over other Western arms exporters because of its human resources, 

featuring a skilled, motivated work force and low labor costs.” The large 

military firms have a reputation for excellent labor relations and high worker 

motivation, with wage strikes and lost work days kept to a minimum. Because 

the arms industries have been a source of growth and jobs, the employment 

benefit of defense sales is quite high. In the context of Israel’s present economy 

it is a dubious proposition that this industry is replaceable by other substitute 

employers. 

In a recessionary period the spectre of labor cutbacks in any sector is a 

source of concern to the Western democracies. In Israel every government 

since 1948 has pledged, as a matter of social and economic policy, not to con- 

sciously wield unemployment, which has been kept as low as 3.5 to 5 per- 

cent, and never topped 6 percent, in the fight against inflation. Quite the op- 

posite. As the jobless rate increases, the government comes under mounting 

pressure to act; one way would be to create additional jobs in the defense in- 

dustries if foreign orders can be obtained. On the other hand, the weapons 

trade is notorious for being singularly unpredictable as markets dry up. In 

Israel, where it is calculated that some 700 job slots are closed for every 1 

percent drop in industrial exports,** the success or failure of arms sales di- 

plomacy directly affects employment. In 1983 it was rumored that 100 em- 

ployees (over 10 percent of the 900 employed) might have to be released by 

the Israel Shipyards due to a drop in foreign orders; the 1985 budget suggested 

1,500-2,000 workers might be layed off at IMI, and 500-700 at Rafael.” 
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Economies of Scale 

Economists generally are agreed that by extending production runs and 

spreading development outlays, arms exports serve to reduce unit costs of 

defense items locally manufactured. Economies of scale mean that each ad- 

ditional tank or plane built and sold lowers the cost per unit of all the rest, 

with the result that adding foreign sales to contracts with the IDF makes it 

possible for Israel to produce for its own use weapons it otherwise could not 

afford. Cost-cutting considerations and the export argument are especially 

weighty in the development and production of the more sophisticated weapons 

systems because of their enormous start-up costs. 

At several stages in Israel’s history the internal debate has focused on the 

principle of local military production as opposed to the advantages of overseas 

procurement.?* Export potential as an argument figures in decisions taken 

on at least three ambitious — and costly — projects: the Kfir fighter, the Merk- 

ava tank, and, most recently, the Lavi jet plane. Because of their high cost 

the manufacture of sophisticated armaments such as these deemed essential 

for Israel’s defense would be all but impossible to justify on economic grounds 

were it not for the existence of a potential foreign market. Foreign orders can 

thus be the necessary element in a favorable decision to undertake a produc- 

tion run intended, in the first instance, to equip Israel’s own forces. Whether 

these favorable prognoses actually have materialized or not is another mat- 

ter to be dealt with later. 

In terms of existing production military experts are agreed upon the desir- 

ability of maintaining the constant capacity to produce beyond levels sug- 

gested by peacetime defense needs as a precaution against sudden military 

emergencies. Ongoing weapons exports are a good way of preserving such 

an ability since they permanently mobilize factors of production like labor, 

plants, and machines at a level ensuring that when necessary expanded military 

production can be realized smoothly and rapidly. Israel has had more than 

its share of acute, unanticipated military crises in the last three decades —in 

1956, in 1967, in 1973, and again in 1982 — which called for a major domestic 
military supply effort both during and subsequent to the fighting, in addi- 
tion to large defense imports. Sales abroad thereby provide such a reserve 
capability. On a less ambitious scale foreign sales have allowed Israel period- 
ically to reduce large stocks of surplus and outdated military equipment and 
to make a profit at the same time. 

Of mounting importance in unit-cost considerations at present are the 
direct, long-term implications of cuts imposed upon the defense budget since 
1982 because of the rampant inflation. The immediate effect is reduced local 
procurement by the Ministry of Defense for the IDF. The Ministry is taking 
whatever measures it can, such as continuing production of the Merkava tank 
rather than purchasing American tanks, specifically in an attempt to soften 
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the blow of limited procurement orders for Israeli arms manufacturers.?’ 
Rather than protesting to little avail, the larger arms industrialists have been 

quick to appreciate that the national budget and the domestic demand for 
weapons are no longer able to assure the expansion of the military sector. 
Their only alternative is to fill the gaps arising from the contraction of the 
home market through production for export, thereby lengthening production 
runs. 

The government and the defense establishment have their own reasons for 
reinforcing this logic. State-directed arms industries are being encouraged as 
well to intensify their overseas marketing. The hope is that exports will allow 
the production of advanced weapons systems without excessive cost or con- 
fining defense manufacture to a narrow range of weapons, and that the real 
cost to the economy can still be absorbed abroad as foreign purchasers take 
up much of the slack. The effects of this joint governmental-managerial 
strategy are already apparent. Formerly, the military industry in Israel ex- 
isted primarily to service the IDF, and exports represented only a small part 
of total production. Today the emphasis has shifted markedly. Export sales 
of military products account for upwards of 50 percent and may perhaps ex- 
ceed 60 percent of the total volume of defense production.?® Comparable 
figures for both the United States and Great Britain are in the neighborhood 
of 25 percent. And should reduced local purchasing continue, the propor- 

tion seems bound to.rise further, implying an even greater dependence upon 
the arms trade. 

This trend suggests that Israel has fallen into the plight common to other 

arms exporting countries which have invested heavily in the strategic deci- 

sion to gear much of the industrial sector to military manufacture. One of 

the few developing countries to support a military industry, Israel, too, is at 

great pains to avoid a situation prevalent in other Western advanced in- 

dustrialized countries, namely, that of idle production capacity. At this point 

the quest for arms contracts might take on an air of desperation, given the 

overwhelming importance for the economic, social, and political stability of 

the country in finding alternative outlets for the defense industries, some of 

whose production lines may be kept open only by the success of these efforts. 

Research and Development 

The military industry and foreign military sales are economically beneficial 

in the third sense of spurring scientific research and high technology. Reliance 

on technological superiority has been a keystone of Israeli economic growth 

as well as its defense posture throughout. In this emphasis the military and 

civilian sectors converge, reinforcing each other by sharing advances in knowl- 

edge and technology. 

For the defense establishment the importance of R & D in the process of 
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competitive weapon development is clear. Modern warfare, extending to the 

Middle East, underscores the technology of precision and stimulates the 

qualitative arms race to which Israel, of necessity, is committed. Its leaders, 

therefore, are the first to subscribe to the definition of military research and 

development as 

the effort to extend knowledge and technical expertise wherever there are thought 
to be military applications, existing or potential, in order to create more effec- 
tive weapons, more effective means of using them and more effective ways of 
making these same weapons (when used by the other side) ineffective.*° 

Operationally, this awareness of the strategic importance of defense tech- 

nologies for the national security effort has resulted in heavy capital invest- 

ment in the defense industries and defense production;** and preference shown 

in government expenditure for military research on behalf of superior military 

technologies.” 

The military industry has been the principal although not the sole bene- 

ficiary of this preferential R & D treatment. Like Israel in its quest for max- 

imum security, the industry is staking much on enhancing defense technologies 

and in pushing the frontiers of military technology forward. But in doing so 

it has helped provide a climate conducive to industrial innovation in general. 

This in effect is the thrust of the “spinoff” or derivative benefits argument 

typically heard on behalf of the huge defense industries and their arms 

promotions. 

Proponents contend that advances in the military sector perform an im- 

portant modernizing function by stimulating scientific advances in other, non- 

military industries also having export potential and as a source of new ideas. 

Since critical civil and military technologies increasingly converge, research 

funded and conducted ostensibly for military purposes has led to impressive 

breakthroughs, ahead of many other countries, in the fields of optics and 

lasers, for example. Research in the areas of aeronautics, computer tech- 

nology, and electronics, innovative in itself and conducted initially for defense 

reasons, has provided the necessary impetus for efforts to move industry into 

higher technologies and gives Israel a definite advantage in the relentless 

civilian technological race. A prime example is the rapid growth of the elec- 

tronics industry; another is the manufacture of communications systems 

through the application of military know-how to civilian products. Two ex- 

planations may account for this. One is that many Israeli firms manufacture 

both military and nonmilitary products; Tadiran Israel Electronics Industries 

Ltd. is but one example. The second explanation is that scientific knowledge 

does not lend itself to compartmentalization but rather that lessons learned 

in one field, the military, are more broadly applicable, for example, in metal- 
lurgy and engineering, too. 

In Israel branches of civilian industry have been made viable and new in- 
dustrial sectors have evolved parallel with the military industries. This is readi- 
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ly acknowledged by Israeli business managers; Eli Hurvitz, chairman of the 
Industrialists’ Association admitted as much when he cited the military firms 
as a role-model whose success was attributable to concentrated effort and an 
innovative spirit.** The ambitious Lavi fighter project earned approval, in 
part, because of confidence that its production will provide yet another fresh 
stimulus for the technological advancement of sophisticated industry in Israel. 
Yet another spinoff arises from the type of highly skilled labor required by 
the military industry; provided with additional training and experience, many 
of its technicians, researchers, and managers later transfer to other firms, 
making a contribution to the growth of non-military areas as well. 

R & D military know-how and science-based information thus generate 
spinoffs. They also are exportable. According to Commerce Ministry spokes- 
men, at the beginning of the seventies high-technology exports amounted to 
less than 1 percent of total industrial exports. By 1981 they were 33 percent, 
or $1.2 billion. The goal is to reach $6.8 billion, or 62 percent, by 1991.34 
There is little question but that all such ambitious forecasting rests upon the 

implicitly assumed proposition that the military industry will figure prom- 

inently in contributing toward this end. Now at an advanced stage of indige- 

nous manufacture it can provide a market for military hardware and know- 
how which can be exported. 

In short, the generalization often made that the emphasis upon military 

R & D together with the large number of research scientists and engineers 

engaged in it “diverts scarce expertise and intellectual effort from the civil 

sector, reducing civil technological development and so depressing rates of 

economic growth” does not easily fit Israel. Rather, its experience does 

nothing so much as suggest that if properly scaled and channeled, a viable, 

advanced defense R & D coupled with a refined industry open to adaptation 

can be maintained by a small country with a fairly small domestic market. 

How much better, though, if the market can be expanded further afield 

through export.*° Equipment with a large R & D component, if exported on 

a substantial scale, helps appreciably to defray the original scientific invest- 

ment by producing downward pressures on the price of that particular weap- 

on.?” It helps to cover at least some of the sunk costs by recouping the in- 

vestment through an extended production run. For each of these reasons it 

is not surprising that Israelis to an overwhelming extent are convinced that 

the defense industrial base is a national resource and consequently support 

both military production and overseas sales. 

Foreign Exchange 

Arms sales, in addition to everything else, are regarded as one of the ways 

for a country to earn as well as to save foreign exchange. Israel’s monetary 

system and balance of payments both contribute to and are affected by the 
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national economic crisis gripping the country in recent years. Foreign debts 

at the end of 1984 stood at over $23 billion—the highest in the world on a 

per capita basis. In order to preserve its credit and credibility at never hav- 

ing defaulted on loan repayments, in 1984 it had to return the staggering sum 

of $2.4 billion as loans and interest to international creditors.** The lion’s 

share was earmarked for the United States to whom over $800 million a year 

must be repaid just in servicing debts. Low foreign reserves, a drop of perhaps 

11 percent in foreign grants during 1982 and the resulting necessity to fall back 

upon additional negotiated loans, plus arms imports still valued as high as 

$2.2 billion, merely compound an already serious situation. In addition, 

tourism, traditionally a major source of foreign capital, has also proven a 

disappointment at times in the past few years*® (Table 4.1). 

Seen in this context, defense exports in the neighborhood of even $1 billion 

assume a greater significance in the face of national indebtedness and the 

outflow of gold reserves to pay for fuel, arms purchases from the U.S. and, 

not least, the unabated inflow of consumer goods. 

Such weapons sales contribute in Israel’s present search for relief from its 

aggregate international balance of payments pressures by financing some of 

the import surplus. 

Similarly, from a different perspective, domestic military manufacture, 

bolstered by production for foreign clients, alleviates some of the need for 

the IDF to import arms, freeing valuable funds for alternative uses, includ- 

ing local reinvestment. Arms transfers stabilizing annually at over $1 billion 

in effect ease the credit side of the ledger by roughly approximating the por- 

tion of defense assistance from the United States given as a loan: $1.1 billion 

out of the 1983 total of $1.7 billion, $500 million of which is in the form of 

an outright grant. The need to counterbalance the outflow of American 

dollars only increases pressures for defense sales abroad. Such sales, while 

obviously not able to arrest the overall economic decline, nonetheless, act as 
a compensatory mechanism in two ways: by creating foreign exchange sav- 
ings through substitution of domestic production, premised upon economies 

of scale, and foreign contracts for exports; and by earning hard currency.*° 

Since so much of the national deficit is attributable to high military expendi- 

Table 4.1. Earnings ($ Million) by Sector, 1982. 

Tourism $875 
Agricultural exports 500 
Diamond exports 200 

From Newsview, 10 May 1983, p. 32. 
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tures, the policy of arms deliveries by and from Israel helps indirectly to defray 
the cost of defense. 

Then, lastly, there is the value added factor. Economists use the term to 
distinguish gross receipts from exports from their foreign exchange cost. Add- 
ed value is thus meant to reflect net foreign exchange earnings by underscor- 
ing the difference between the value of the exports and the cost of imports, 
such as raw materials or parts, originally used in their manufacture. 

Value added in foreign exchange varies between economic sectors: from 
as little as 20 percent for diamonds to as high as 75 to 80 percent for tourism 
and agricultural exports. Industrial exports, by comparison, are in an in- 
termediate position, averaging some 50 to 55 percent.*! The added value of 
Israeli exports in general has been in a decline curve in the past decade— 
from 52 percent in 1971 to 47 percent in 19814? — caused, ostensibly, by the 
rise in the price of imported fuel necessary for running export industries.” 
But because agricultural exports and the tourist sector, those with the highest 
added value, have been troubled of late, while industrial and defense exports 

are in a growth pattern, the contribution of the latter in bringing a high 

economic return for relatively low material cost investment becomes note- 

worthy in the balance of economic considerations. 

The Trade Contribution 

Each of the major political parties in Israel shares the view of professional 

economists that both for the short- and long-term the country must stimulate 

exports. The trend in recent years has found a natural increase in capital goods 

exports spearheaded by industrial and defense exports. In fact, based upon 

the available evidence foreign military sales at present reflect a dispropor- 

tionate share of total exports. 

Just how large are these military sales? An approximate figure, extrapolated 

from various statements and Government statistics scattered under the loose 

categories of metals, electrical equipment, communications, and transport, 

is anywhere between $1 and $1.5 billion. Thus, for example, unidentified of- 

ficials admitted to having shipped $1.2 billion worth of domestically produced 

or refurbished defense equipment abroad in 1981.** By computing the 1982 

export figures for each of the major industrial branches under which arms 

are subsumed, one arrives at a total of $2.372 billion (Table 4.2). Accepting 

the word of industrialists in each of these branches that their companies’ pro- 

duction and exports are heavily weighted toward defense-related items, and 

allowing for other military sales unreported in these five categories, we are 

left with a figure somewhere in excess of $1 billion. Exactly how much above 

that figure remains a matter for conjecture.** 
Sophisticated industrial exports in general have increased over the past 

decade, as represented in the area of metals, machinery, and electronics 
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Table 4.2. Exports by Economic Branch, 1982 ($ Million). 

Metals, machinery, electronics 1,567.7 

Electronic equipment for “control,” science and medicine 177.9 

Aircraft and parts 406.5 
Communication equipment 167.8 
Scientific measuring and controlling equipment 52.4 

TOTAL $2537 253 

7 

Derived from Central Bureau of Statistics, [srae/ Foreign Trade Statistics Quarter- 

ly, 33 (October-December, 1982):10-13; /srael Economist, January, 1984, p. 32. 

(Table 4.3). Industrial products thus have become the key to Israel’s inter- 

national trade position and to its export drive. This was particularly apparent 

in the peak years, 1980-1981, and remains so today despite a percentage 

decrease in 1982 which continued into 1983 as well. Of a total of $10.5 billion 

in capital goods exported during 1982, nearly 30 percent — $3.5 billion — were 

industrial, not including diamonds.** Total exports of electronics alone grew 

in 1979-1982 from $171 million to $466 million—a rise of over 170 percent 

in just three years.*” Even in a year of poor economic performance, 1982, 

export of metals and electronics suffered only a slight (0.5 percent) drop, 

relative to a 3 percent decline in all industrial exports, not including dia- 

monds.*? 

In part, the prominence of industrial exports in the overall export profile 

reflects the effect of the shift in the structure of industry toward the specialized 

output of goods for shipment overseas. A second reason, however, is the poor 

Table 4.3. Exports, Metal, Machinery, and 

Electronics ($ Million). 

1970 70.0 
1075 194.0 
1976 456.2 
1977 795.1 
1979 968.2 
1980 125152 
1981 123900) 

From I/srael Foreign Trade Statistical Quarterly, 33 
(January-June, 1982):9. 
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showing of other traditional export branches. The textile industry lost 20 per- 
cent of its export market in 1981; at the same time agricultural exports 
dropped by some 9 percent.*° Foreign sales of diaménds likewise have been 
erratic in the 1980s. They fell from a peak of $1.4 billion in 1980 to only $900 
million in 1982 before climbing again to over $1 billion in 1983.°' Yet despite 
recent setbacks the economic strategy calls for tripling industrial exports by 
1990. 

To whatever extent such optimistic projects are realistic, they rest on the 
strong performance of foreign defense sales. For while the nonmilitary mar- 
kets have been sluggish, military ones have proven active and, in the view of 

_economic planners, promising. Until 1982 arms exports increased at an im- 

pressive rate: by 15 percent in 1974, 80 percent in 1975, and 85 percent in 

1976.°* Using the figure of $1 billion in various forms of security assistance, 

it represented something on the scale of one-tenth of Israeli exports in 1982, 

and between one-fourth and one-third of all industrial exports.°? Should the 

ratio of arms exports/total exports only be in the vicinity of 5 percent rather 

than twice that figure, this would still be of major significance for the na- 

tional economy.** 

In sum, it has been the arms export program, riding the crest of a global 

boom in military expenditures and weapons transfers, which in effect salvaged 

Israel’s trade position in the face of a chronic trade deficit.5° They have helped 

the country to become one of the world’s ten leading export nations on a per 

capita basis. Nor is it an accident that defense sales climbed at the same time 

as the volume of Israeli exports rose by 17 percent in the years 1978-1983.°° 

As concerns the future, more military sales overseas would provide jobs and 

increase trade, and would therefore be welcome at a time of excess industrial 

production, threatened unemployment, and shrinking trade. Conversely, 

should defense-related exports fall drastically for any number of reasons, the 

serious adverse effects would be felt not only in the balance of trade but in 

the economy as a whole. 

By way of concluding this discussion of the triad of incentives for Israeli 

arms sales diplomacy, two trends are apparent. The first is that Israel’s 

weapons transfers go far beyond political, defense, strategic, and security con- 

cerns. Economic trade, industrial growth, and scientific development are vital- 

ly affected by the degree of success in finding outlets for military products 

to such a point that what might once have been engaged in as a matter of 

economic opportunity now gives the appearance of being an economic necessi- 

ty. The current structural crisis in the Israeli economy all but precludes any 

serious deemphasis of arms diplomacy. A figure of somewhere near $1 billion 

in defense export earnings is not to be scoffed at in the context of Israel’s 

economic recovery program. Industrial and commercial arguments reviewed 

here have become cardinal national interests to the extent that greater weight 

in policymaking could be attached to these economic arguments than to 
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diplomatic sensitivities. In short, as has been detected in the instance of other 

arms suppliers,*” in Israel, too, arms policy threatens to float increasingly 

away from its initial moorings in diplomatic and strategic considerations. 

Should the arms policy indeed become a commercial rather than a political 

or a strategic venture it would owe in large part to the powerful influence and 

private interests represented by the defense industries which are the subject 

of the next chapter. 

— 

10. 
. Kaldor, p. 160. 
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THE DEFENSE INDUSTRIES 

One group within the Israeli society which readily associates itself with the 

commercial and economic necessities of weapons manufacture leading to 

foreign sales is the defense industry. Not only do its members embrace the 

economic thesis behind Israel’s arms transfers diplomacy, but they can usually 

be found at the forefront of those most actively engaged in promoting the 

cause. Thus located at the apex, the military-industrial sector has developed 

into the country’s fastest-growing industry and, as seen in the previous chap- 

ter, has become a major exporter.’ 

In point of practice there is no single arms industry in Israel. The reference 

is to a number of local business enterprises fusing advanced technology with 

a broad spectrum of skills and producing an impressive inventory of systems 

and equipment having a direct military application. If the term “military- 

industrial complex” enters the discussion, it is not used in the American con- 

text, to suggest anything sinister or conspiratorial against genuine Israeli na- 

tional interests, but rather in the sense of “a subtle interplay of interests and 

perceptions”? shared by those comprising the defense manufacturing sector. 

The armaments industry is, by Israeli standards, of vast proportions. A 

recent edition of Israel’s arms exports register contains advertisements by no 

fewer than 112 companies variously involved in the manufacture of export- 

able military equipment.’ The list, while not inclusive, is fairly representative. 

Achidatex Ltd. 

A.E.L. Israel Ltd. (Elisra Electronic Systems) 

Aerotec Consultants 

Agat Ltd. —Polyurethan Products 

Design & Manufacturing 

Alchut Electronic Engineering Ltd. 

Alexander Schneider Ltd. 

Amcor Export Ltd. 

Aryt Optical Industries Ltd. 

Astronautics C.A. Ltd. 

Automotive Industries Ltd. 

70 
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Bet-Shemesh Engines Ltd. 

Chemoplast Ltd. — Plastic Factory 

CLAL Group Ltd. 

Beta Engineering & Development Ltd. 

Electra Mikun Ltd. 

Electronics Corporation of Israel 

Isrex-Israel General Trading Co. Ltd. 

Microguide Ltd. 

Rubber Factory Franz Levi Ltd. 

Cyclone-Aviation Products Ltd. 

Datic Cable Works Ltd. 

Degem Systems Ltd. 

Eagle-Military Gear Overseas Ltd. 

Elbit Computers Ltd. 

Elbit Nes-Ziona Plant 

Electra (Israel) Ltd. 

Elul Technologies Ltd. 

Eshed 

Explosives Industry Ltd. 

Eytan Building Design Ltd. 

Fibrotex Ltd. 

Gamid Rubber Products and Plastics 

G. Shoef Laboratory 

Haargaz Ltd. 

Hagor Company Ltd. 

Hanan Rabinovitz Ltd. 

Hancal System Engineering 

Haogenplast Ltd.-Plastic Industries 

Hish Steel Works Ltd. 

IAI —Israel Aircraft Industries Ltd. 

Aircraft Manufacturing Division 

Bedek Aviation Division 

Combined Technologies Division 

Electronics Division 

Elta Electronics Industries Ltd. 

Engineering Division 
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Golan Metal & Electronics Industries Ltd. 

Magal-Detection & Alert Systems 

Mata Helicopters, Jerusalem 

Mamta-Composite Structures 

MBT Weapon Systems 

PML-Precision Mechanisms Ltd. 

Ramta-Structures and Systems 

SHL-Hydraulics Services Lod 

Tamam-Precision Instruments Industries 

Teud-Technical Publications 

IDC-Industries Development Corporation Ltd. 

IMI-Israel Military Industries 

ICS-International System Consultants 

Iscar Blades Ltd. 

Ispra-Israel Product Research Co. Ltd. 

Israel Shipyards Ltd. 

Israel Winding Wires Ltd. 

Jolan-Engineering & Consulting Co. Ltd. 

Koor Communication & Security Systems Ltd. 

Koor Electric & Electronics Ltd. 

Koor Inter-Trade (ASIA) Ltd. 

Koor Metals Ltd. 

Agan Engineering Works 

Ramim Engineering Works Ltd. 

Simat Works 

Vulcan Engineering Works 

Koortrade Ltd. — Defense Supply Department 

Limat — Metal Polishing Ltd. 

Mamor Works Ltd. 

Metal Works Netzer Sereni 

Mifal Mivza Co. Ltd. 

Ministry of Defense 

Moore Architects Ltd. 

Motorola Israel Ltd. 

MTLM Mechanica Karmiel Ltd. 

M. Urman & Co. Ltd. 

Nimda Ltd. 

Odmat Rotem-Export & International Trade 
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Orbit-Advanced Technologies Ltd. 
Orlite Engineering Co. Ltd. 

Polyziv-Plastics Products 

Rad Computers Ltd. 

Raem Gears Ltd. 

Rafael-Ministry of Defense 

Scientific Translations International Ltd. 
Shalon-Chemical Industries Ltd. 

Shtoolplan— Metal Works Ltd. 

Soltam Ltd. 

Spectronix Ltd. 

Tadiran Israel Electronics Industries Ltd. 

Tama Plastics Industries 

Tamuz-Systems Ltd. 

T.A.T.-Aero Equipment Industries Ltd. 

Technical Writing Ltd. 

Talkoor Ltd.-Electronics Industries 

T.G.L. (Aviation) Rubber Co. Ltd. 

The Electronic Wire & Cable Co. of Israel Ltd. 

Thermofil Ltd. 

Thermonir Ltd.-Thermotechnics & Mechanical Works 

T.I.L.-Aviation Consultants Ltd. 

Urdan Industries Ltd. 

Vishay Israel Ltd. 

Vulcan Foundries Ltd. 

Vultex Ltd. 

Ypoos Ltd.-Design & Counseling 

At least 58,000 people, comprising a large part of the entire Israeli work 

force, are employed by the military industries. Whether as manufacturer or 

prime employer the fact is that managers and companies constituting this com- 

plex form a powerful interest group. Their influence upon the economy is 

substantial. More particularly, their support for the government and its pro- 

arms sales orientation is enthusiastic and unequivocal, justified in their eyes 

by the compelling arguments of jobs, profit, foreign trade, and national 

economic growth. 

As a group the military enterprises are identifiable by a distinctive set of 

characteristics. To being with, there tends to be a high degree of concentra- 
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tion around a few large firms. These “prime contractors”—a handful of 

companies — are engaged in the design, development, and production of en- 

tire weapons systems. Most of the other companies are subcontractors en- 

gaged in the production of components or specialized parts. As a rule there 

exists a division of labor, since the industry is organized in such a way as to 

encourage company specialization and to avoid wasteful duplication. 

In one of the rare instances of duplication and intercompany rivalry, both 

the Israel Aircraft Industry and Tadiran Israel Electronics Industries entered 

the market at about the same time with similar versions of a pilotless drone, 

the Scout and the Mastiff respectively. Once it became apparent that their 

stiff competition might jeopardize overseas marketing prospects, other par- 

ties intervened, and in January, 1984, IAI and Tadiran announced they would 

be forming a joint company to produce the drone. According to a senior 

defense source the agreement was made possible after the IDF submitted its 

own specifications for the vehicle, encouraging both sides to realize it would 

be more economical for them as well to join forces in exploiting the market 

at home and abroad.‘ In another recent instance, three companies submitted 

bids on a defense ministry contract worth $10 million to supply a computer 

system for the Lavi fighter project.* However both instances are the excep- 

tion rather than the rule. The decision to undertake manufacture of the Lavi 

plane is itself symbolic, being premised upon a multicompany collaborative 
effort. 

In one sense, geographically, the attempt is being made to achieve decen- 

tralization of the industrial complex. For a combination of reasons — demo- 

graphic, strategic, and economic —the national policy is to use employment 

in steering Israelis away from the coastal plain and the triangle Jerusalem- 

Tel-Aviv-Haifa by locating branches of the larger military producers or new 

firms in such areas as Judea and Samaria (the West Bank), the Negev, and 

northern Galilee, which have been targeted for development. But this decen- 

tralization of businesses, personnel, and communities engaged in military 

manufacture has also created a broad base of vested interest in, and support 
for, the arms industry, applying pressure for a strong weapons export cam- 
paign. 

As a group the defense enterprises are distinctive for their excellent manage- 
ment and labor relations. At the same time, because of the nature of the work 
in which they are engaged, motivation is exceptionally high due to the per- 
ceived sense of contributing to the nation’s ultimate security. This esprit is 
reflected by such comments as “we need entrepreneurs, not military heroes,” 
implying that bravery was no longer enough in defending Israel; or “we need 
$10 billion in exports, not $10 billion in aid.” In keeping with this extended 
definition of what makes for a strong Israel, one of their aims is to keep the 
IDF at a high level of military preparedness. Appealing to this patriotism, 
Defense Minister Moshe Arens told the Aircraft Industry engineers: “Should 
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I come to the conclusion that we can’t count upon your total dedication and 

willingness to work day and night without interruption, I would have no 

choice but to cancel the entire Lavi project!”’ IAI, for example, has suffered 

virtually no slowdown in production due to strikes or slowdowns for twenty- 
eight years.® 

Military contractors on the whole share a third characteristic, what might 

be referred to as a pioneering spirit. Their entire approach is progressive. 

Company directors remain open to fresh ideas and innovative techniques;° 

they employ advanced technology, insist on quality and product reliability, 

work at constant upgrading and product improvement, have not been imped- 

ed by institutional inertia, and have had to grapple less with theoretical prob- 

lems than with practical ones arising from actual rather than simulated war 

conditions. Such guidelines alert the defense firms to the ever-present need 

for additional strides if Israel is to outpace both the Arab countries and its 

major arms competitors. These qualities, therefore, extend to aggressive 

overseas marketing as well; and they have enhanced the reputation of Israeli 

military products abroad.’° 

Export-consciousness logically becomes the fourth characteristic shared by 

the firms constituting the military industries complex. This originates in the 

growth of the larger corporations and their transformation from modest 

beginnings in the fifties into highly-productive concerns; they geared them- 

selves to continued high levels of production and sales, only to witness by 

the late seventies a real decline in the national budget base. Defense cuts were 

imposed and IDF orders no longer consume full output. 

In response, some of the companies have tried to organize in fighting 

defense ministry cutbacks and its preference at times to purchase equipment 

in the United States. Otherwise, however, what has happened is that having 

outgrown the home market, save for wartime, yet obviously interested more 

than ever in doing business, the companies are drawn increasingly toward 

foreign markets and the opportunity to sell overseas, not infrequently with 

the government’s full encouragement. Alarmed at the economic recession, 

their collective answer lies in technology, efficiency, and export. Foreign arms 

sales gradually have come to exceed domestic sales"* in keeping with this so- 

called “substitution effect”!? and quest for profits. Two factors have con- 

tributed to this: one, the defense industries remain the beneficiaries of be- 

tween 20 to 33 percent of the national defense budget, part of which is used 

for further weapons research and development;*’ two, that some of these in- 

dustries have demonstrated an ability to penetrate foreign markets and to 

compete with Western giant defense contractors. 

The latter point raises another aspect common to all Israeli firms which 

are building their corporate futures on the growth of defense exports. There 

is a strong element of risk. The growing imbalance in the origin of procure- 

ment orders exposes the defense manufacturers to the danger of depending 
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too much on external market conditions, upon the standards and policies of 

the pace setters in worldwide conventional arms transfers, and, lastly, upon 

Israel’s diplomatic standing. For the present, however, corporate thinking 

within the military industries complex remains upbeat in meeting these chal- 

lenges. Following an export slump in 1982-1983, the recession at home and 

the opening of new markets abroad combine with the reputation of Israeli 

arms in accelerating arms and military technology transfers by many of Israel’s 

leading companies. 

One final point needs to be mentioned before concluding this profile of 

the defense industry as a whole and turning to some of its individual com- 

ponents. Military procurement in Israeli terms has created an industrial giant, 

perhaps the single most powerful interest group in the country today. Its in- 

fluence is felt, for example, in the decision to go ahead with the Lavi proj- 

ect, expected to cost well upwards of a billion dollars, with many local firms 

awarded government contracts. 

Moreover, the larger defense companies and most aspects of their opera- 

tions, including foreign sales, are free from public examination for reasons 

of national security; only rarely, such as in the annual report of the state 

comptroller, is behind-the-scenes insight provided into some aspects of these 

firms’ practices and administration. And while it is true that pressures for arms 

exports derive from two sources — national and private — nevertheless, in some 

important respects the military industries complex has assumed a corporate 

life of its own. Private interests (jobs, production, sales, profits), therefore, 

can predominate, as when profit motives apparently were behind the attempt 

to supply spare parts and other military equipment to Iran in its conflict with 

Iraq. 

EXPORTING FIRMS 

It will help to appreciate the centrality of the Israeli defense industry by 

surveying the principal manufacturers, their areas of expertise, and export 

emphases. Various attempts have been made to identify those industrial 

subsectors relevant for arms production.’* A catalog of Israeli military pro- 

ducts and exports encompasses the following eight basic categories: 

¢ aviation: aircraft, weapons and control systems, flight control systems, 
aircraft equipment and instruments, manufacturing and maintenance, air- 
field equipment. 

e ships: ferrying and bridging facilities, naval craft and weapons, marine 
equipment. 

¢ ordnance: small arms and ammunition, hand grenades, mines, demoli- 
tion charges, weapon control systems, tear gas, maintenance. 

¢ armor: tanks and ancillary equipment, military vehicles, fire control and 
navigation systems, parts. 
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* communications: communications systems, radar, electronics, command 
and control systems, training systems, antennas and accessories, wires and 
cables. 

* optics: glasses, lenses and optical equipment, laser rangefinders, night vi- 
sion, power supplies. 

* personal gear: helmets, gas masks, protective clothes and covers, webbing 
and tents. 

¢ security items: field security equipment, intruder detection systems, mili- 
tary support equipment. 

Three central pillars of the military industry are active in nearly all of these 
areas of production: the Israel Aircraft Industries, the Israel Military In- 

dustries (IMI) and the Armament Development Authority. In a class by 

themselves, they are state-owned and under governmental control. 

THE ISRAEL AIRCRAFT INDUSTRIES (IAI) 

Established in 1953 and initially known as “Bedek,” or the Institute for the 

Reconditioning of Planes, the IAI is the largest industrial enterprise in the 

State of Israel, the largest employer, and the largest single industrial ex- 

porter.’ It is also the biggest and the most prestigious of the arms producers. 

The IAI has had corporate status since 1968; government-owned and auton- 

omously controlled by the Ministry of Defense, today it is a sprawling net- 

work of five divisions and some fourteen subsidiary firms. On its executive 

board sit representatives of the ministries of defense, finance, transport, com- 

merce, and industry. 

These links to the defense establishment have served the company well. 

Close collaboration with the IDF enables designers to make rapid improve- 

ments in current models deriving from battlefield experience; as IAI’s director 

boasted: “we have the wisest, most sophisticated, experienced and knowledge- 

able customer in the world.”’® Consequently, in the 1960s IAI —or Hata’assiyva 

Ha’avrit in Hebrew —was a world pioneer in naval missilry and one of the 

first to station sea missiles on small patrol boats. Second, the IDF’s successful 

employment of IAI systems provides ample advertisement to foreign purchas- 

ing missions. A third benefit of government ties is the U.S. market which has 

opened to IAI as a result of offset agreements between the two countries; in 

the last four years the company has increased its work as a subcontractor to 

such American military aircraft manufacturers as McDonnell-Douglas (F-15) 

and General Dynamics (F-16). 
Some of the 400 products and services marketed by the company on five 

continents are explicitly nonmilitary, such as the refurbishing of Boeing air- 

craft. Yet even some of its civilian products, like the Arava and Westwind 

planes, are advertised by IAI itself as being adaptable for military use. Though 

designed primarily for civilian use, the former is billed as a multimission 
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military aircraft.!7 The Arava 202 version, in addition to range performance 

and fuel efficiency, is designed to perform a variety of missions including: 

parachuting, assault transport, casualty evacuation, cargo paradrop, and 

motor conveyance as well as passenger transport. So, too, the Seascan mari- 

time patrol plane derived from the Westwind executive jet. An all-weather, 

long-range aircraft, the modified Westwind is deployed by the IDF and the 

armed forces of several other countries for marine reconnaissance, signal in- 

telligence, antisubmarine warfare or even, depending upon its configuration, 

as an air-to-sea missile platform. 

In 1975 the IAI delivered its first'Kfir planes, designed and produced in 

Israel, to the Israeli Air Force. Success in undertaking local manufacture of 

so sophisticated a plane as the Kfir, together with its performance in actual 

warfare, stimulated the interest of prospective customers abroad. Under 

pressure from the IAI, the Rabin government gave its approval in 1976 for 

marketing the Kfir abroad; however, the export initiative ran into political 

obstacles, especially from Washington, and therefore has been a disappoint- 

ment. The ambitious Kfir experiment at assembling an indigenous fighter 

plane with a value added of 60 to 70 percent has encouraged IAI and govern- 

ment agencies to undertake an even more venturesome project in the 1980s, 

one whose export potential is no less uncertain. IAI planners aim at full pro- 

duction by 1991 of the Lavi tactical fighter aircraft. In the interim, until the 

Lavi becomes operational, IAI is filling the gap by producing the newer ver- 

sion of the Kfir C-2, the Kfir C-7, praised by experts for accuracy and ver- 

satility in ground attack as well as aerial combat. 

With an eye upon the international market, the IAI aerospace complex is 

emphasizing two forms of diversification. Acknowledging some of the prob- 

lems of selling costly and sophisticated aircraft to Third World customers, 

it has lowered its sights somewhat. One result is its program of combat air- 

craft upgrading or retrofit. Spiraling fighter plane procurement costs to the 

point of prohibiting acquisition of modern aircraft are common to smaller 

countries. In order to compete in the modern combat arena the alternative 

lies in improving the operational capabilities of existing aircraft; and the IAI 

has made a name for itself by offering comprehensive upgrading packages 

to countries whose air forces are built around Western planes, such as the 

French Mirage or the U.S. A-4 Skyhawk. Similarly, directors of the firm are 

hopeful that in addition to Israel’s own air force those of other countries will 

be interested in buying its improved version of the Fouga-Magister trainer 

plane, the Tsukit.*® 

The second area for diversification does not fall squarely under the category 

of aviation. Responding to IDF requirements the IAI years ago moved into 

other areas, predominantly naval warfare and missile development. Easily 

the most popular export item manufactured by IAI is the Gabriel MK III, 

a third generation of the combat-proven Gabriel missile family.!° As reflected 
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by the Israeli Navy’s operational experience in 1973, the Gabriel is a radar- 

guided missile which can be launched from an aircraft or ship to skim at low 

level across bodies of water at an effective range of 36 kilometers. Another 

advanced sea-skimming supersonic missile system sold by the IAI is the Barak, 

used as a defense for ships against aircraft and missiles. Other naval needs 

met by IAI designers are filled by the Dvora 71 combat boat which is described 

as a fast missile craft capable of serving as a long-range patrol boat or for 

harbor police and customs duties, armed escort and in-shore assault. In this 

same category are earlier models, the Dabur and Shapirit fast patrol boats, 

also manufactured by the IAI, in active service with the Israeli Navy and 

reported to be operational in several foreign navies. Reported under develop- 

ment at present are an antimissile missile and a helicopter pad capable of be- 

ing assembled on small ships of 400 tons or more.”° 

Lately, the IAI has come to international attention by pioneering in yet a 

different field, that of unmanned drones. Its SCOUT mini-RPV (remotely 

piloted vehicle) system is considered one of the most advanced on the market. 

Employed extensively in the 1982 Lebanese War, the SCOUT is locally de- 

signed and manufactured; it is pneumatically catapulted into the air from a 

truck-mounted launcher, enabling takeoff without any landing strip. Similar- 

ly, retrieval is accomplished by guiding the aircraft semi-automatically toward 

the center of its recovery net. While in the air the SCOUT fulfills such mis- 

sions as target identification, missile site reconnaissance, and battlefield com- 

bat. Here, again, it is important to stress that like a number of other Israeli 

military items part of the RPV’s appeal to a buyer, beyond that of cost- 

effectiveness, is its conversion to peacetime duty, in this instance coastal and 

waterway control or damage assessment. In fiscal year 1983-1984 local and 

foreign orders for the SCOUT totaled $36 million.” 

Foreign sales figures provided by company officials since 1981 reflect both 

IAI’s tremendous export potential and the difficulties it encounters when 

Third World clients claim an inability to pay for past deliveries and present 

orders.2? In 1981-1982 the company’s exports for the first time approached 

the half-billion dollar mark only to decline by approximately 8 percent the 

following year.?? The IAI’s recovery is suggested by 1983-1984 export orders 

worth more than $500 million and represented some 65 percent of company 

sales; the 1984-1985 figures for total sales were $900 million. 

THE ISRAEL MILITARY INDUSTRIES (IMI) 

The Israel Military Industries (Ta’as, in Hebrew) is the pioneer in the coun- 

try’s defense industry, its origins being in the clandestine workshops of the 

prestate period. 1983 marks the fiftieth anniversary of its establishment. IMI 

was also the first to export arms, having contracted sales in 1953-1954 with 

Holland, Burma, Belgium, and Turkey, followed by Italy.”° Also government- 
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owned and directed, IMI is the second largest defense employer, and operates 

thirty-one factories in eleven regional districts throughout Israel. 

IMI is the principal ordnance manufacturer, supplying virtually all the 

needs in small arms and ammunition of the Israeli army. Of its 500 export- 

able products certainly the best known is the 9 mm Uzi submachine gun, 

found in the hands of the armed forces, anti-terrorist units and secret serv- 

ice of many foreign countries, including some who have no direct ties with 

Israel. Battle-proven in environments ranging from snow to desert, the Uzi 

appeals to foreign armies because it is relatively inexpensive, lightweight, and 

can be fired full or semi-automatic from the hip or shoulder, and therefore 

is equally adaptable by security police as well. Since 1973 the Uzi has been 

joined by another IMI product, the Galil 5.56 mm and the Galil 7.62 mm 

assault rifle, in service throughout the world. Of rugged and durable construc- 

tion, also automatic or semi-automatic and firing standard NATO ammuni- 

tion, the Galil in its different versions (including the short-barreled SAR 

model) can be used by any kind of military force, infantry, airborne, am- 

phibious or armored troops. 

Rocketry is another area of specialization by IMI weapons developers. 

Items sold abroad include Arrowhead Chetz tank shells, artillery shells, bomb 

carriers, grenades, and rocket propellants used in the Gabriel and Shafrir.”° 

On the occasion of Israeli Independence Day, in May 1984, Ta’as displayed 

two of its newest items: a multiple rocket launcher which reduces reloading 

time from forty-six minutes to only five minutes; and an armor-piercing 

warhead adaptable to the TOW antitank missile capable of penetrating the 

Soviet T-72.?’ 

Although the manufacture and development of munitions for export are 

given as only secondary goals of the company, evidence strongly suggests 

otherwise. One indication is that the position of assistant director-general in- 

cludes responsibility for export as well as local sales. However, the growing 

emphasis upon weapons transfers is best reflected in IMI sales figures. IMI 

exports for the past decade have increased dramatically as seen in Table 5.1. 

Foreign currency income from exports during 1980 alone increased by 40 

percent.”* In 1981 this trend intensified. Exports exceeded $300 million out 

of a total of $500 million in the company’s turnover.”’ At the end of the year 

its order books listed foreign contracts worth $540 million for future deliv- 

ery.*° In 1982 this distinct orientation toward foreign markets was confirmed 

by company spokesmen who reported total sales of $535 million, of which 

$350 million were in the form of overseas sales to some forty countries.?! 

Noteworthy is the fact that a large share (over 53 percent) of IMI exports are 

the fruit of Israeli ingenuity and design.*? Equally indicative is the shift in 

outlets away from the home market, as seen in Table 5.2. 

The obvious inference is that world arms market conditions permitting, IMI 

will continue to pursue the present strategy of channelling more than 60 per- 

cent of its output to foreign customers. 
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Table 5.1. IMI Exports, 1970-1980.%8 

YEAR EXPORTS (MILLION $) ANNUAL GROWTH RATE 

1970 10.1 = 
1971 I Zl + 69% 

Oi 20.5 + 20% 
1973 ei SO 
1974 LEZ + 40% 
1975 46.8 + 144% 
1976 85;.5 + 81% 
1977 HAVES + 30% 
1978 186.6 + 67% 
1979 200.0 STIL 
1980 288.7 + 44% 

THE ARMAMENT DEVELOPMENT AUTHORITY (RAFAEL) 

The third of the three large firms representing the core of the Israeli defense 

industry sector is the Rafael Armament Development Authority. It is attached 

to the Ministry of Defense and, as its name implies, bears major responsibility 

for research, design, and development of new defense systems in order to 

preserve the qualitative superiority of the IDF and to solve pressing battlefield 

problems as they arise. 

By the nature of its work, much of Rafael’s activity is broadly diversified 

and highly classified. Since 1967 it has supplied the Israeli Army with over 

one hundred different systems developed by Rafael, some of which involve 

the most advanced technologies in guided weaponry and electronic warfare, 

electro-optics and thermal imaging, missile detection and propulsion, and a 

Table 5.2. IMI Distribution Patterns.*4 

% OF 
SUPPLIES TO 1978 1979 1980 1981 

IDF 38.0 40.6 36.4 2) 
Exports 55.6 54.4 61.2 62.3 
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score of other related areas. Two-thirds of its staff of approximately 6,000 

are scientists, engineers, and highly trained technical personnel. A full two- 

thirds of its total operating budget is allocated to R & D. 

Because so much of Rafael’s activities are shrouded in secrecy, it is hard 

to guess at its direct contribution to the Israeli arms export drive. The sales 

turnover for 1983 was $300 million.** In 1982 company officials declared ex- 

port earnings of only $10 million, which seems rather low.*° Yet at the same 

time they offer indications of giving greater attention in the near future to 

overseas trade. In revealing a device designed to neutralize hollow charge anti- 

tank missiles, Rafael’s director-general, Ze’ev Bonen, in 1983 entertained the 

hope, for example, that it would be sold to friendly countries.*” The device 

has since been exhibited in the United States after receiving government con- 

sent in principle to such sales. In a similar vein, Rafael is engaged in joint 

ventures with some of the world’s leading weapons manufacturers.** Among 

those few items advertised for sale to foreign armies are the David family of 

artillery computers and the Shafrir 2 air-to-air missile.*° On display at the 1983 

Paris Air Show were three of Rafael’s newer generation of missile systems: 

the combat-proven Python III air-to-air missile; the ship-defense anti-missile 

missile, PDM (Barak); and a surface-to-air system. 

Rafael’s direct share of arms exports may appear to be insignificant, yet 

its impact upon the national economy and defense industry is quite real. On 

the one hand, the orders for parts placed by Rafael with some 320 small in- 

dustrial manufacturers around the country contribute both to industrial pro- 

duction and employment.*° In 1984, by way of further example, Rafael 

opened its new research and armaments production facility in the lower 

Galilee; another was due to open in nearby Carmiel. Part of a plan to develop 

that section of the country, both plants are to employ several thousand peo- 

ple on various projects, including ways of commercially exploiting technol- 

ogies refined at Rafael and geared for export.*! On the other hand, a number 

of designs originally developed by Rafael have been subcontracted to the IMI 

and others to be incorporated in defense items sold abroad, thus making an 

indirect contribution to the inventory of Israeli transfers. 

Moving to the private sector, one discovers two of Israel’s largest con- 

glomerates active in defense manufacture through several of their subsidiary 

companies. The gigantic Koor concern, which employs 34,000 workers and 

whose share of Israeli industrial exports in 1983 was 15 percent, registered 

foreign sales of $512 million that year.*? Koor Industries is represented in the 

defense area by such subsidiary companies as Soltam, Telrad, and Tadiran. 

In accounting for an impressive 9 percent growth in Koor’s exports for 1983, 

officials singled out each of the three for special mention.” 

Tadiran, employing 12,000 people, is Koor’s largest exporter, and second 

only to IAI among all Israeli exporting firms. Although figures differ slight- 

ly, its overseas trade in 1982 was between $157 and $180 million, in 1983, an 
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estimated $194 million;** Tadiran reported about $600 million worth of busi- 

ness in 1984, of which 40 percent — or approximately $245 million — were ex- 

ports. Directing twenty-four factories and plants of its own, Tadiran is best 

known for its manufacture of air conditioners and radios. But the company 

is quite active in the military field, notably in the area of tactical communica- 

tion. It produces intelligence-gathering and electronic warfare techniques, the 

Mastiff drone, night-sensing devices, and tank range-finders, some of which, 

like the HF-700 series of military radio sets, are sold abroad. Tadiran is also 

one of the few military suppliers to have successfully penetrated the protec- 

tionist American market. 

Close cooperation with the Israeli army, now reinforced by U.S.-oriented 

industrial expertise and standards, has won wide recognition for Tadiran’s 

military products. Current production embraces every type of military com- 

munications gear: radio equipment, from miniature transceivers to carrier 

systems, and line equipment of all kinds; field telephones, audio accessories, 

and mobile communication centrals; computerized command and control for 

air, sea and ground forces; and weapons systems simulators and complete 

integrated communications of COMINT/ELINT/EW complexes. Military 

products such as these account for a full 33 percent of the company’s sales. 

They also represent a major share of Tadiran’s export success. Evidence 

of its military-export orientation includes the following: it benefits from the 

fact that Koor Industries, the parent group, is active on six continents with 

forty-five offices in major marketing centers; goods are now sold in about 

fifty countries, with the bulk going to the industrialized Western countries; 

in some of these countries, a big effort is underway to circumvent export 

obstacles through arranging for joint ventures; and in one case, that of the 

Shamir communications system, Tadiran developed a product first for an 

overseas customer and only then contacted the IDF in encouraging local 

procurement.*’ Today exports by Tadiran are 42 to 45 percent of its business, 

and, as reported by company executives, a full 80 percent of the company’s 

exports are in the security or military fields.** 

Telrad, fully owned by Koor, directs 13 percent of its turnover to the Israeli 

defense establishment and is judged to be the fifteenth largest company in 

Israel, with sales of $100 million in 1983. It specializes in telecommunications 

equipment and many of its systems have military application. Claiming to 

supply thirty countries, Telrad increased its exports by 100 percent in one year 

in response to the decline in IDF orders: from $15 million in 1982 to $30 

million in 1983.47 Its sister company is Soltam, whose overseas military sales 

in 1982-1983 make it the country’s seventh largest industrial exporter. Ex- 

port figures for 1982-1983 were between $60 and $67 million,*® and included 

such items as the 155 mm. gun howitzer and the 81 mm. mortar.* 

Clal Industries Ltd. is the second Israeli conglomerate with a stake in 

military manufacture and export. An employer of 11,000 people, Clal had 



84 ISRAEL’S GLOBAL REACH 

export earnings of $134 million in 1983.°° One of its subsidiaries, Urdan In- 

dustries Ltd., has the largest foundry in Israel for armored steel castings and 

employs 1,200 workers. It was established in support of the Merkava main 

battle tank program, and manufactures parts for the hull, turret, and suspen- 

sion system. Successful merchandising of the Merkava abroad would, of 

course, increase Urdan’s production, export sales, and profits. The Merkava 

aside, the company credits itself with contracts for millions of dollars worth 

of armored steel parts and kits for tank construction and upgrading won in 

many countries, including the American defense industry and Department 

of Defense. Together with IMI, Urdan is responsible for the M-47 (Rhino) 

tank conversion project which gives improved firepower and general perform- 

ance to a tank which still forms part of the defense backbone in several coun- 

tries. The Rhino is a new tank configuration whose overall performance is 

equal to such tanks as the M-60 in mobility, firepower, and reliability yet at 

a fraction of the cost of an equivalent new model, making it an acceptable 

solution to cost-conscious developing countries. Export sales in 1981 were 

valued at $11.1 million; in 1982 at $9.6 million, with 85 percent labeled 

military exports; and in 1983 reached $17 million.*! 

The leading growth area within the military industries complex is that of 

computer technology and electronic warfare devices which are a key compo- 

nent of today’s state-of-the-art weapons systems. One of the Israeli leaders 

in this field is Electro-Optics Industries, Ltd. (El-Op). It advertises itself as 

a “science-based, defense-oriented integrated technology enterprise.” Owned 

by Tadiran and the Federmann Group, the firm is located near the Weizmann 

Institute of Science and employs 1,200 people, many of them with specialized 

training and scientific skills. The firm specializes in passive night vision; IR 

thermal imaging systems; laser range finding; laser communications; tank 

periscopes for commander, driver and gunner; computerized fire control 

systems; avionic instrumentation; boresights; and intrusion detection sys- 
tems.*? Two of its more recent achievements are the Matador computerized 
tank fire control system, and an air-defense system for ships known commer- 
cially as Spirtas (Shipboard Passive Infra-Red Target Acquisition System) 
which company managers hope to sell to a number of countries. 

El-Op’s sales policy leans heavily upon export. On the one hand, Akiva 
Meir, its general manager, has been outspoken in criticizing the cutback in 
local defense orders, cautioning that without a strong home-based defense 
industry “we will not be able to compete in world markets and to develop new 
systems that are unique. Instead we will be left with producing spare parts.”*4 
Presently ranked sixty-fourth among the country’s industries, on the other 
hand, El-Op’s international activities can be seen in the fact that half of its 
output is exported, and mainly for military use. In dollar terms, this meant 
approximately $15 million in 1982 and between $35 and $38 million in 1983.55 
In planning for the future, El-Op aims to preserve the balance of 50 percent 
production for the IDF and SO percent for the foreign market. 
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Elron Electronics Industries is an industrial holding company with affiliates 
in the defense sector. Foremost among these is Elbit, which has grown rapidly 
to meet the market for advanced military electronics’ and which specializes 
in products having military as well as civilian applications. In its military trade 

advertisements, Elbit promotes “battle bred” weapons delivery and naviga- 

tion systems, “developed in interaction with and flown by the Israel air force”, 
of a highly technical nature, such as digital computerized multimode weapons 

systems. Although local sales are more than half, nevertheless, exports by 

Elbit in 1982-1983 reached as high as 38 percent of its entire turnover.®* Sales 

figures for the year ending March 31, 1984, were $118.6 million, almost $25 

million more than the previous year; of this between $42 and $50 million came 

from exports.*’ In February, 1984, Elbit announced it had won a $6 million 

order from an undisclosed European country to supply naval communica- 

tion, command, and control systems.s® Company president Uzia Galil visual- 

izes Elbit’s work as representing “a window into the worldwide electronic and 

defense market” and expressed confidence that its participation in defense 

sales would be further enhanced by complementary acquisitions overseas, 

thereby further stimulating export growth.*? 
The list of electronics firms includes several others active in the field of elec- 

tronic warfare. Elisra Electronic Systems, formerly A.E.L. Israel Ltd., is a 

major supplier of early warning equipment and components to the IDF. Com- 

pany sales in 1983 exceeded $50 million, and about 30 percent ($12 million) 

of total sales were exported to other governments.°° Elisra works in coopera- 

tion with IAI and IMI, and was awarded the Israel Defense Prize for 1983 

in recognition of its contribution to the Israeli navy and air force. Future ex- 

port efforts are targeted for North America and Europe since the Third World 

in general is not regarded as a likely customer for most of its advanced 

systems. Even so, Elisra claimed foreign orders of $100 million and forecast 

export figures of $30 million in 1984. 
Another company to watch is Elta Electronics Industries Ltd., a subsidiary 

of IAI, which manufactures electric warning and radar systems. The com- 

pany’s foreign sales record is impressive, less for volume than for rate of 

growth: $7 million in 1977 to $25 million in 1983 and a target of $50 million 

for 1984.° If reached, it would mean that its exports, too, were approaching 

50 percent of annual turnover. Motorola Israel Ltd, in addition to its non- 

military products, manufactures electronic military equipment, some of which 

is included in the company’s exports, $45 million in 1983.° 

Several smaller firms have a hand in the field of metals and armor. Ramta 

Structures and Systems, a division of IAI, produces three types of ships — 

the Dvora, the Dabur, and the Shapirit — which have penetrated the interna- 

tional market for smaller, comparatively light patrol craft. Iscar Blades Ltd. 

is a manufacturer of high quality precision forged parts; it is now producing 

over 600,000 airfoils a year, 90 percent of which are exported.® Nimda Ltd. 

is another company specializing in retrofit and repowering programs for 
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military vehicles, both from Eastern bloc series as well as various Western 

main battle tanks, including Centurions, M-4, Patton series tanks, and such 

light armored vehicles as AMX and M-113 personnel carriers. Also playing 

a part is Vulcan Foundries, since it maintains a special line in its steel found- 

ry for military products. Early in 1984 attempts were initiated to effect a con- 

solidation of Vulcan with its competitor, Urdan. The Carmel Forge Com- 

pany, a subsidiary of Soltam, produces a range of airframe and jet engine 

forgings. Some 20 percent of its high quality forgings have direct military ap- 

plication, and it is an approved supplier of some of the largest aircraft and 

jet engine manufacturers in the world.** Ashot Ashkelon is listed here because 

80 percent of its metal products are defined as military in nature, and since 

a large share of the $32.7 million earned from export in 1982 derived from 

overseas military sales, helping to make it the thirty-third biggest industry in 

Israel.°° 

Two other countries engaged in similar heavy defense work by right ought 

to be included among the large contractors. Yet they have been set aside for 

separate mention because of their present problematic state. Israel Shipyards, 

Ltd., located in Haifa, is active in the construction of naval craft, including 

hydrofoil patrol boats and the Saar, licensed for assembly abroad. Its most 

successful item is the Reshef missile and gun boat whose maneuverability, 

speed, and firing accuracy were demonstrated convincingly to foreign military 

observers in naval engagements against Soviet-built Osa and Komar missile 

boats in the October War of 1973. Merely to suggest the range of one com- 

pany’s products, Israel Shipyards over more than twenty years has built con- 

tainer ships, floating docks, cargo ships, dredgers, seagoing tugs, and land- 

ing craft for both Israeli and foreign flags. Bet Shemesh Engines Ltd., on 

the other hand, is Israel’s center for developing, planning, manufacturing, 

overhauling, and repairing turbojet engines. Its leading export item is the 

Sorek 4 expendable turbojet engine used in remotely-piloted vehicles, drones, 

and missiles. 

In their peak years both companies participated directly in the surge of 

defense manufacture and international sales. However they are in the midst 

of a crisis of several years’ standing: Bet Shemesh — essentially as a result of 

management problems and the drop in government backing; Israel Ship- 

yards — owing to stiffer world competition in shipbuilding and a decline in 

overseas orders. Bet Shemesh has accumulated financial losses which stood 

at $60 million by the end of 1983; its hopes for recovery depend largely upon 

the share it is given in the manufacture and assembly of engine components 

for the Lavi plane.°®’ It is more likely, however, that a significant number of 

the engines will be built in the United States, which could mean hundreds of 
millions of dollars lost to the Israel economy. Israel Shipyards, which ran a 

deficit of $5.5 million just in the first half of 1983, has yet to find a solution 

to its plight, although one suggested course is to gear itself away from military 
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construction to the servicing and repair of other countries’ merchant vessels 

as well as naval craft.®* 

By contrast, several newer and smaller Israeli firms are in an expansionist 

phase, representative of those defense contractors who have responded well 

to the world demand for military goods. Eagle Military Gear Overseas Ltd., 

or Ayit, was formed in 1979. It offers a broad range of military and combat 

equipment as well as professional advice; recently, it has undertaken the 

production of items used for defense against chemical warfare. Eagle operates 

three factories in Israel, and in 1984 purchased an American firm with an an- 

nual turnover of $15 million as a means of strengthening its business deal- 

ings in the United States. Total sales for 1983 stood at $25 million—a 40 per- 

cent increase over the previous year;°° and as further indication of Eagle’s 

export emphasis it has purchasing officers in the United States, Europe, Cen- 

tral America, Southeast Asia, and the Middle East. Apart from its position 

as a large supplier to the Israeli army, the company claims to be a supplier 

to foreign armies throughout the world, and also represents the products of 

Elbit, El-Op, and other Israeli companies.” Two of its competitors in the ex- 

port of military gear are Chagor, an affiliate of the Histadrut, the Israeli 

Labor Federation, and Rabintex, a textile manufacturer. Founded in 1951 

as a small family enterprise 90 percent of whose output went to the IDF, 

Rabintex presently employs 360 workers. Its 1982 sales report indicates a 92 

percent increase which is best explained by a conscious decision to seek 

overseas outlets; by 1985 the company hopes to achieve parity in the foreign 

versus local component of its production.” 

Increased exports also account for the growth of Cyclone Aviation Prod- 

ucts Ltd., established in 1969. Formerly geared to the local market, in the 

last few years it has sought to diversify its sales in order to lessen its depend- 

ence upon Defense Ministry orders. Exports as of 1983 comprised 30 percent 

of sales.” Drawing upon a reserve of experienced Israel air force veterans as 

well as professional and technical manpower, Cyclone began by assembling 

parts for the Mirage 5, followed by the Kfir fighter series, and then the 

maintenance of light planes, transport planes, and fighters. After the 1973 

war the firm began to concentrate on renovating, altering, and maintaining 

helicopters. Manufacturing parts for the Kfir accounts for 15 to 17 percent 

of the firm’s turnover. Future development plans are tied in part to produc- 

tion of the Lavi, but also to the American and the international markets as 

an approved supplier to General Dynamics, Corvair, Boeing, Pratt/Whitney, 

McDonnell Douglas, Sikorsky, and Hispano Suiza.” 

Many more firms operating on a smaller scale also exist as part of the 

sprawling Israeli defense industries. Less-known yet active both in Israel and 

abroad are companies like Fibronics, a manufacturer of computerized com- 

munication equipment with exports of over $5 million (80 percent of its pro- 

duction); Astronautics C. A. Ltd.; Condor Pacific, a new company making 
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navigational stabilizers for tanks; Achidatex Ltd., specializing in military 

storage units; Mechola, with a range of hydraulic equipment; and Spectronix 

Ltd., whose orders of $21 million at the beginning of 1984 include military 

fire extinguishing and explosion suppression systems. 

The listing of such Israeli firms can never be fully up-to-date given their 

tendency to proliferate, with new companies springing up to exploit the 

market for specialized military technologies or services, and others which 

operate unnoticed and in the shadow of IAI, IMI, El-Op, and the other ma- 

jor defense manufacturers. The economic fair held in Jerusalem in May 1984, 

in addition to the periodic international military exhibitions and air shows, 

brought attention to these little-known companies, such as Degem Systems 

Ltd. which reports upon fifteen years of international business transactions, 

including military maintenance and training projects in some sixty countries.” 

The IDF itself, with some $200 million worth of surplus equipment reportedly 

sold in 1982-1983 outside of the country by diverse means, deserves to be in- 

cluded at the end of this list of domestic exporters of military goods.’® 

This profile is thus far from exhaustive. Rather, it is meant to be represent- 

ative, and in support of the thesis that the defense industry in Israel is a 

predominant economic factor essential for national growth and stability. 

Organized into specialized areas and with factories dispersed throughout the 

country, the military industries and those private concerns indirectly geared 

to defense production are in the forefront of Israel’s scientific, technological, 

and industrial progress. What began years ago in interludes of armistice or 

uneasy truce with the Arab states and to preserve the capacity for shifting 

quickly to full wartime production has since assumed an importance of its 
own. And in the calculations of these industries, from the smallest to the 

largest, their ability to maintain scientific standards, competitiveness, and 

growth in the future is linked intimately with the success of each one’s military 

export program.’®° The economic prominence of these enterprises, in turn, 

becomes political power as sensitivity for the dollars and good business sense 

value of an Israeli arms transfer diplomacy enters the arms policymaking 
process. 

NOTES 

1. An Israeli economist has written recently: “In view of its large share of total in- 
dustrial production, a detailed study of the defense industry is essential for research 
into the country’s economic development, its industrial sector, and its productivi- 
ty.” Eitan Berglas, Defense and the Economy: The Israeli Experience, The Maurice 
Falk Institute for Economic Research in Israel, (Jerusalem, 1983), discussion paper 
no. 83.01, p. 36. Due in large part to the difficulty in amassing data, however, 
no such quantitative study has been completed. Our concern here is limited to a 
qualitative analysis with emphasis on the ultimate political importance of the 
defense industry in general, more particulary its role in the arms trade policy. The 
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HOW ARMS POLICY 

IS MADE IN ISRAEL 

The export of arms by Israel should not be misinterpreted as being merely 

a case of political cynicism combined with economic opportunism. The pre- 

vious chapters set Israeli involvement in global weapons transfers within the 

context of three basic determinants. Regional strategic imperatives are one 

factor. Diplomatic incentives and contemporary international norms are cer- 

tainly another, while serious economic, trade and industrial considerations 

complete the mix of interests and motives. 

Whatever the impact of these situational forces, the provision of foreign 

military aid remains a political act by the state. Our attention is drawn, 

therefore, to the domestic side of Israel’s arms sales diplomacy. It is the prod- 

uct of an internal process, the foundations of which rest upon an exceptional- 

ly broad consensus among Israelis supportive of Israel in the role of arms sup- 

plier. In this chapter we turn to look at the manner by which the policy of 

weapons supply and military assistance in general is made in Israel, and in 

addressing this internal policymaking dimension, we raise the following three 

questions: 

1. What constitutes Israeli arms sales policy at present? 

2. Who decides upon arms transactions, and by what set of procedures? 

3. From where within the society does the pro-arms export policy derive its 
nucleus of support? 

IS THERE AN ARMS POLICY? 

In pondering reports of Israeli arms deals to any number of countries, one 

legitimately may wonder whether such sales, if true, are informed by a clear 

conception as to their ultimate purpose. If by policy we mean the implemen- 
tation of a predetermined plan, well defined and rigorously enforced, then 
it is doubtful whether the term strictly applies to weapons transfers by Israel. 
Rather, we identify something intermediate: a sequence of low-level, ad hoc, 
and specific decisions taken in response to opportunities as they arise. Still, 

22 
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use of the term “policy” is warranted in the limited sense of a general, usual- 

ly unarticulated set of principles and loose assumptions which do underline 

these individual transactions. . 

This interpretation has validity for several reasons. First, there is no docu- 

mentary evidence to suggest that at any given point in Israel’s past a conscious 

decision to elevate arms trading to a high priority in its diplomatic or economic 

strategy was ever taken at the highest level of government. If so, the nation’s 

leaders have never troubled to share this conception with the Israeli public. 

Second, the handling of arms transfers fits perfectly into the larger mold of 

Israeli foreign policy. Students of the subject have observed that the conduct 

of external affairs in general tends to be unsystematic, with a strong emphasis 

upon short-term contingency planning and crisis management.’ 
As is known to happen in democratic societies, even when they are not con- 

fronted by a constant security dilemma and a hostile external environment, 

policies such as those governing Israeli arms trafficking tend to develop by 

stages in disjointed fashion and through small, modest inputs of commitment. 

The impression is that arms decisions — as opposed to a rational, integrated 

policy — were reached incrementally. As also happens in other democracies, 

general guidelines and restraints established by “high policy elite” tend to prove 

less effective than do technical or administrative decisions by bureaucratic 

civil servants charged with the day-to-day, technical handling of aspects 

relating to weapons export policy. In short, arms supply choices have been 

made over the years according to a disaggregated case-by-case approach which 

encourages greater sensitivity for immediate circumstance and momentary ad- 

vantage than for those larger questions raised by arms sales and foreign 

military assistance. 
A fourth reason is historical. The inclination to look favorably upon arms 

transfers developed gradually over time. The creation of an indigenous mili- 

tary industry with an export capability has involved a phased process the first 

step of which consisted of no more than acquiring the ability to service and 

repair weapons of World War Two vintage originally imported from abroad. 

Israel’s arms export diplomacy is a logical extension of the growth of this local 

arms industry and productive capacity. For a long time it was a secondary, 

rather unimportant policy tool of the ambitious initiative toward the Third 

World in the 1960s as part of a larger technical assistance program. The 

tendency is often for institutional decision making to encourage continuity 

with the past in keeping with what might be termed “the dynamic of the going 

concern.” Nothing succeeds in influencing policymakers and in discouraging 

policy reassessment or revision so much as a record of previous success. Tradi- 

tional receptivity toward the use of defense sales and the record of recent ac- 

complishments, suggesting future potential, count for a great deal. Given 

Israel’s turnover and replacement of military equipment, plus the other in- 

centives cited earlier, and once having reached the status of a prominent ex- 
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porter, the pressures to compete appear relentless and overwhelming to bu- 

reaucrats and policymakers, along the lines of “if we don’t sell, someone else 

will.” 
So strong is this tendency to stick with a successful formula and to build 

upon earlier foundations that it has defied several negative experiences. Or- 

dinarily leaders are driven by policy setbacks into looking for an alternative 

policy. Yet after the stunning setback in Iran prompted by the Khomeini 

revolution and the loss of other arms relationships, such as with Ethiopia and 

Nicaragua, Israeli officials reached the opposite conclusion. Rather than being 

deterred, and in the belief that new possibilities are inherent in a fluid inter- 

national system and arms trade, they have responded instead by looking for 

fresh opportunities and market replacements. 

In other words, whether Israel should even be in the business of exporting 

arms is not really an issue. Nor is there much evidence to suggest that it ever 

was. Consequently, the conduct of arms diplomacy begins from that premise 

and is confined to policy questions of a more practical nature, centering on 

just how deeply Israel at any given moment ought to be involved in offering 

its military goods and services to others. 

From the standpoint of those engaged in making arms policy decisions there 

is a substantial measure of continuity and internal coherence in Israel’s ap- 

proach. The logic behind defense sales can be depicted graphically, as seen 

in Table 6.1. This logic is longstanding; only the relative weight and emphases 

of the variables within the matrix have shifted, most notably in the recent 

emergence of the economic argument as paramount. 

EXPORT GUIDELINES 

It has been suggested elsewhere that any of six national restraints may be 
self-imposed by an arms supplier. These restrictions apply to: (1) certain types 
of weapons, (2) certain volatile regions, (3) certain domestic or regime con- 
ditions, (4) quantity of arms, (5) the use, deployment, or combat role of 
weapons, and (6) a so-called “end-use clause.”? By this yardstick Israeli policy 
has moved in the direction of greater permissiveness, yet not any more so than 
the leading world suppliers, including the United States and the Western 
Europeans. 

While no formal guidelines have been announced, Jerusalem applies some 
unwritten and unpublicized rules of thumb in authorizing or rejecting weapons 
transfers requests. The first type of regulation, pertaining to weapons cate- 
gories, also happens to be the one most strictly enforced. In J anuary, 1983, 
Gideon Patt, then minister of industry and commerce, provided a rare glimpse 
into the arms export strategy by enumerating three principal considerations 
governing such decisions.* One of these considerations is self-evident: that 
no arms be sold to an enemy country and that precautions be taken to pre- 
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Table 6.1. The Calculus for Arms Sales. 

NECESSITY OPPORTUNITY 

Domestic Inputs 

e Economic stagnation ¢ Industrial infrastructure 
e Defense budget cuts e Skilled manpower 
e Unreliable IDF orders e Military-industrial interest group 
¢ Goal of full employment e Pro-arms public consensus 
¢« Maximum productive capacity e Supportive governments 

Regional Inputs 

e Arab-Israel conflict e Low Arab defense manufacture 
e Middle East arms race e Battlefield experience 
e Enemy numerical superiority e Reputation of Israeli weapons 
e Arab access to suppliers 
e Preserving qualitative edge 

Systemic Inputs 

e Israel’s diplomatic isolation e “Security dilemma” of all states 
e Few sources of supply e Conventional arms race 
e Dependence on U.S. e Third World rearmament 
¢ No international safeguards e No international constraints 

e Israeli competitiveness 

vent sensitive equipment from falling into the wrong hands. As a result, under 

Ministry of Defense and IDF strictures roughly 80 percent of Israel’s own 

designs, technology, and indigenous military products remain classified, and 

ineligible for distribution or sale overseas. In an attempt to make possible 

the release of additional items for sale outside of Israel, in a number of in- 
stances, including the Kfir, weapons systems have been modified by remov- 

ing ultrasophisticated and secret devices. 

Still in this first category of weapon types, two additional restraints exist. 

One is to avoid supplying arms designed specifically for use in suppressing 

domestic disturbances. Thus, during the reign of the late Shah, items re- 

quested by Iran clearly intended for domestic repression were denied.* Never- 

theless, such distinctions are difficult to make, leading to numerous loopholes 

in their enforcement. The other restraint shown by Israel is to exclude from 

sale certain types of lethal or inhumane weapons known generically as “weap- 

ons of ill-repute.” The same cannot always be said of the major suppliers, 

not even the Western ones. 

The other restrictions are less stringent and effective. A second “red line” 



96 ISRAEL’S GLOBAL REACH 

disclosed by Patt and self-imposed by Israel is intended as a way of avoiding 

political complications. The government will not authorize the sale of weapons 

to any country denied arms requests by the United States, Canada, France, 

and Great Britain. But if this implies that all four countries must refuse to 

make the sale, the reasoning could be disingenuous. Based upon previous ex- 

perience, France in particular has been prone to breaking ranks and seems 

bent upon pursuing an independent arms course in vying for such markets 

as Argentina or Iraq despite U.S. and British opposition. 

The marketing strategy is free of ideological ties and suggests no real 

political preferences. Based upon its sales record, Israel has been willing to 

sell to the right, the left, and the center on the international political spec- 

trum. According to foreign sources, Israel at one time could have been sup- 

porting rebel forces in Nicaragua against the Sandinista government while 

aiding the government in El Salvador against insurgents supplied by Libya. 

Israel has avoided becoming the sole or primary supplier to any individual 

country. During the 1960s period of Third World independence struggles it 

would not sell to countries fighting to preserve existing colonial territories; 

in accordance with this policy the 1961 transfer of 10,000 Uzi submarine guns 
from licensee West Germany to Portugal was blocked.°® As yet Israel has never 

faced the situation familiar to the major arms merchants of whether to limit 

the quantity of its arms possessed by any single country or how exactly to 

maintain a prescribed ratio of arms among states within a particular region. 

On a regional basis Israeli policy was not to sell to states in an ongoing 

dispute and to stay away from volative areas of tension or of direct conflict. 

But like other suppliers very broad declarations of principle have permitted 

flexible adjustment by Israel to changing circumstances. As a result Israeli 

arms recently have appeared in such war zones as the South Atlantic, Cen- 

tral America, and the Persian Gulf, and in instances where they could end 

up being used for internal police action. Perhaps because Israeli negotiators 

realistically appreciate the impossibility of enforcing such preconditions, there 

are few restrictions as to end-use, sole-use, or re-transfer by the purchaser 

without Israel’s consent. Terms of sale on the whole are attractive and com- 

petitive. As a scrambler for contracts and out of a desire to establish a 

diplomatic foothold, Israel offers items at competitive low cost and, where 

necessary, at bargain basement prices. There is some flexibility in terms of 

payment, too. The obvious preference is for transactions on a cash-and-carry 

basis. However, arms are sold on credit, and favorable terms include, as in 

the instance of Zaire, long-term credit. Liberal credit lines are a must, especial- 

ly in dealing with less developed countries plagued by debt problems and a 

shortage of hard currency. In consequence, Israeli promotions will also ac- 
cept extended repayment terms and provide for a deferred payments schedule. 

In general Israeli arms export controls are less rather than more strict 
because of the way the program evolved and, in the second instance, because 
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of recent market forces. Regarding the former, in the first stages, when sales 

were modest and undramatic, lower level decisions rarely required full discus- 

sion or approval at the top. And since the program has taken off dramatically 

in its more recent stages, the combination of a need to sell plus the tempta- 

tion resulting from the comparative ease with which sales are made in peak 

years also works to lower criteria on what to sell, where, and to whom. The 

replacement of domestic military orders by foreign sales means that even 

though the government has full authority to control and regulate arms trans- 

fers, it has become subject to progressively heavier commercial pressures. Ever 

present, of course, is the desire to acquire some political and diplomatic gain 

through arms contracts whenever and wherever possible. 

The result is an inherent tendency for Israeli leaders to support military 

sales in the absence of compelling counterarguments. Their bias is to see the 

costs as very modest compared to the importance of the objectives sought 

and the ends achieved. The latter continue to outweigh the risk, for exam- 

ple, of peripheral political involvement by so small an international supplier 

as Israel. The thrust of the pro-arms case is so strong at present that it threatens 

to override a third self-restraint imposed by Israel. Again, as presented by 

Minister Patt, Israeli defense transfers constitute 22 percent of total industrial 

exports, not including diamonds, yet would not be allowed by the govern- 

ment to exceed 25 percent.° On the other hand, a more active foreign market 

would weaken adherence to this restraint, too, especially at a time when Israel 

is confronted with a negative balance of payments and such domestic fac- 

tors as unemployment and a slowdown in defense production. 

Ironically, any reduction of sales that might have taken place since 1981 

would appear to have resulted not so much from conscious self-limitation as 

from external market forces. The fact that some of Israel’s best customers 

in the Third World have become debt ridden, for example, in effect imposes, 

perhaps merely temporarily, an export quota of sorts, at least in certain 

categories of transfers—which only goes to show that the arms diplomacy 

pursued by Israel is restrained more by practical calculations of moment, time, 

and place than by general principles. In sum, Israeli arms may flow rather 

liberally; however, they do not flow indiscriminately. 

THE HANDLING OF ARMS POLICY 

Three factors further encourage the “dynamic of the going concern” as it 

relates to present Israeli policy: the closed nature of the decision-making pro- 

cess; the existing broad consensus toward the program and strong commit- 

ment to its continuation; and the existence of a pro-arms coalition built around 

Israel’s military and industrial sectors, centering on the defense establishment. 

As part of the air of confidentiality surrounding weapons sales, little is 

known even by Israelis about the actual decision-making process. It is dif- 
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ficult to pinpoint, for example, the locus of political and administrative 

responsibility for directing the arms aid and sales program, or the exact pro- 

cedure for dealing with issues arising from the policy, such as whether to sup- 

ply certain types of assistance to a particular country and under what terms. 

Within the limitations imposed on an academic and an outsider to penetrate 

the policy system and to understand its workings, the information suggests 

a composite picture, with elements of both centralization and diffusion. The 

system is at once less structured and less formal than in other countries but 

also more secretive and obscure, hence encouraging the interplay between in- 

stitutions, on the one hand, and what Kissinger once described as “the acci- 

dent of personality,” on the other. 

Centralization derives from the very nature of policymaking in Israel. Israel 

has had eight Prime Ministers: David Ben-Gurion, Moshe Sharett, Levi Esh- 

kol, Golda Meir, Yitzhak Rabin, Menachem Begin, Yitzhak Shamir, and 

Shimon Peres. Regardless of contrasts in leadership style, each Premier has 

respected the practice that matters pertaining to foreign affairs and defense 

tend to be handled, even in noncrisis situations, by a small group of people.’ 

Arms export diplomacy. is most definitely one such monopoly of the select 

few, with membership in the circle of decision makers varying with each 

government, depending upon the personal preferences and leadership styles 

of whoever heads it. Yet only on the rarest of occasions have arms transfer 

questions ever been raised at the full Cabinet level. This preference for small 

forums is not seen as undemocratic, especially in view of the often specialized 

and always classified nature of the subject matter. Nonetheless, the wisdom 

of reconciling administrative or political necessity, on the one hand, with con- 

stitutional principles and the call for institutional controls over military- 

security policy on the other, was appreciated fairly early in Israel’s history — 

toward the end of the first decade, and quite by accident, when the issue of 

control over arms decisions prompted a Cabinet crisis. The circumstances were 

that in 1959 news was leaked of Israel’s intention to sell some military items 

to the government of West Germany, causing one partner in the coalition 

government to protest that the issue, so emotion-laden in the wake of Euro- 

pean Jewry’s destruction at the hands of Nazi Germany, had never been put 

to the Cabinet for specific approval. Note that the criticism focused even then 

not upon the act or principle of selling but on the identity of the purchaser. 

While cabinet minutes confirmed that the proposal actually had been pre- 

sented and passed without debate in a deliberately vague and low-keyed 

statement by Prime Minister Ben-Gurion some time earlier, it was apparent 

that better procedures were needed. The result was the creation in 1961 of 

the Ministerial Committee on Defense (MCD) as a compromise between the 

two extremes of solitary versus collective decision-making. 

To the extent that any single military grant or arms sale subsequently came 
up for authorization, it was within the framework of the MCD. Still, the 
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number of people privy to information on arms relationships remained small. 
Even when proposals for sales or grants were before the full Cabinet, discus- 
sion tended to be perfunctory, and approval largely pro forma despite the 

veto power conferred upon Israeli foreign ministers. With time, the MCD fell 
into disuse. 

In the second Begin government (1981-1983) the implications of the ex- 

panded arms export program called attention to the need for some larger body 

to exercise supervisory authority. The result is a compromise between the in- 

volvement of the entire government and concentrating all supervisory powers 

in the office of a single Cabinet member. The MCD has been reconstituted 

as the Ministerial Committee on Weapons Transfers, set up to oversee all 

aspects of the arms sales diplomacy. Membership is confined to four Cabinet- 

level officers: the Prime Minister, who also serves as chairman, and the 

Ministers for Foreign Affairs, Defense, Industry, and Commerce.® Its task 

is to review and approve on behalf of the government of Israel every single 

arms package for export. Underlining the difference between individual deci- 

sions and an arms policy, the Ministerial Committee on Weapons Transfers 

is intended, according to one of its members, first, to assure greater consisten- 

cy and tighter administration for what has become in recent years a multi- 

faceted program, and second, to consider proposals before they are approved 

in terms of their political and moral implications and not only their poten- 

tial economic tradeoffs.’ 
As might be expected, in small ruling circles the impact of individual 

ministers assumes greater significance for the emergence of policy. This cer- 

tainly has been the Israeli experience beginning with Ben-Gurion himself. As 

witnessed in his personal advocacy of the 1959 arms deal with West Germany, 

Israel’s first Premier had few reservations about exploiting this slight advan- 

tage of their being customers for military equipment, however modest in 

quantity, and converting it into political gain. Ben-Gurion’s stance on weap- 

ons transfers by Israel is best expressed in his defense of the 1959 sale, when 

he told the Knesset: 

in anything having to do with foreign affairs we ask ourselves one simple ques- 

tion: “what is good for Israel?” And if it is good, then all my emotions and Jewish 

instincts, all my Jewish as well as human pride tell me: “do whatever is best for 

Israel and what is required for its security.” 

His pragmatic approach to arms sales became institutionalized; and it con- 

tinues to be a feature of each successive government down to the present one. 

If we confine our discussion of the arms policy consensus to the more recent 

period, we see that such positive attitudes were present in both the first and 

second Begin coalitions. Menachem Begin’s hard view of world politics and 

strong sense of Jewish nationalism are well known.” The Prime Minister 

aside, the combination of Moshe Dayan as Foreign Minister and Ezer Weiz- 
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man as Defense Minister — both of them previously career military officers — 

assured continued support for the accepted, longstanding practice of offer- 

ing Israeli arms for sale. Their replacement respectively by Yitzhak Shamir, 

a contemporary of Begin’s from the days of the underground struggle against 

Britain’s presence in Palestine and active for many years in the Israeli secret 

service, and by Ariel Sharon, the 1973 war hero, if anything only reinforced 

the existing predisposition. 

It was thus Sharon who in 1982 elaborated upon the reasoning for the 

defense export program at present: 

We would much prefer Israeli exports consisting exclusively of flowers, avoca- 

does, tomatoes, computers and advanced medical instruments full of hope. Yet 

all these do not provide what is necessary and essential. 

He went on: 

With due respect for those who wish to see the moral consideration first and 

foremost, it is impossible not to recognize the factor of sheer existence and 

survival. 

Accordingly, 

It became incumbent upon Israel to develop military research and military manu- 

facture . . . Israel had no choice but to seek out and find markets for its military 

products.’? 

“Survival,” “incumbent,” “no choice” —in a word, necessity, stands out as the 

principal compelling motive in Sharon’s thinking. 
The replacement of Sharon as Defense Minister by Moshe Arens at the 

beginning of 1983 was hardly likely to reverse the current trend of increased 

arms exports. A champion of Israel’s development and independence in weap- 

ons production, an aeronautical engineer by training and a senior member 

of the Israel Aircraft Industries staff prior to entering politics, Arens played 

an important role in developing large-scale weapons systems, including the 

Kfir, and was one of the main lobbyists for the Lavi when its fate was being 

discussed. 

Arens’s thinking falls within the security track more broadly defined, tak- 

ing in political, diplomatic, scientific, and commercial aspects in addition to 

the military argument. He directly addressed the sensitive arms sales issue on 

a number of occasions, elaborating at least twice on how he personally con- 

ceived of their importance for Israel. In one 1983 interview he was asked wheth- 

er Israel wasn’t making a mistake by investing so much in building an industrial 

infrastructure dependent on military exports. To which Arens replied: 

I don’t think so, though logically it would be better if we were to hedge our bets 
and place our money on a number of horses. But every country should be deal- 
ing in those products in which it has a comparative advantage. That only makes 
good sense. 
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Confirming his reputation for rational decision making, he elaborated: 

I think Israel’s largest comparative advantage is in military products, because 
these demand advanced technology on one hand and military experience on the 
other. We have both of these, and thus can do a better job than most people 
in the world. Our weapons systems are better and cheaper than most of the com- 
petition, and that is why Israeli military exports have been so successful.'? 

When the questioner turned next to the moral price tag Israel might be 

paying for its success, Defense Minister Arens offered a two-part answer. 

First, 

living in the Middle East is difficult. Having to stay on your guard all the time 
is also difficult. . . . Building up a defense industry in a small country is dif- 
ficult, and one can only maintain it if you export—and that too is difficult. 

Second, he insisted Israel does not approach the problem of military exports 

“in a totally unprincipled manner”: 

In fact, we are probably more principled than most countries. I have been told 
more than once that the British find it difficult to understand how we could supply 
arms to Argentina, a totalitarian country that is in conflict with a democracy 
like Britain. Well, I have to remind these people that the largest single supplier 
of weapons to Argentina is Britain itself. I have also told these people that we 
would be glad to make a deal with Great Britain, whereby we will not sell weapons 
to totalitarian countries in conflict with Britain, if Britain does not sell weapons 

to totalitarian countries in conflict with Israel. 

Arens returned to the subject on another occasion, offering a statement 

in which the different emphases attached to the triad of justifications — 

political, military, and economic—come to fullest expression. “We're investing 

a great deal of brains and resources to come up with the kind of weaponry 

and tactics that would be a deterrent” to Arab attack, he said. As part of this 

deterrence strategy, 

We have a very fine defense industry, employing a very large number of people 
with a combination of technological know-how and operational experience. 

He continued, 

We went through a period when people said that it was crazy for a small coun- 

try like Israel to try and make a missile. People said it was just nuts to make 

a sea-to-sea missile, the Gabriel. Israel advanced to a point where we were a lit- 

tle behind the Americans, and maybe a little ahead of the Russians. In certain 

areas we have weapon systems that are breakthroughs, and that do not exist, 

and will not exist, on the other side of the border.’ 

Looking ahead, Arens stressed the potential of the Lavi project which, 

besides discouraging Syria or any other Arab country from taking the path 

of war and preserving the defense industries complex at the forefront of world 

military manufacture, also figured in the third area: Israeli diplomacy, and 
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particularly in Israel-American relations. “The Lavi is more than a fighter 

project,” he concluded. “American companies will be deeply involved, and 

the program can also be seen as a basis for mutual cooperation.” 

Arens’s comments are instructive for demonstrating how he personally sees 

Israeli armaments contributing to the nation’s strength and security in the 

broadest sense. Not only do his remarks reflect the sentiments of those min- 

isters comprising the highest policymaking group, the Ministerial Commit- 

tee on Weapons Transfers, but they take on added importance due to his posi- 

tion as Minister of Defense. 

Since the Ministerial Committee meets infrequently and only to oversee the 

arms export program, the responsibility for the daily management of the 

ongoing defense sales campaign lies elsewhere, and our attention shifts next 

from the Cabinet to the ministerial level. Appreciating the pivotal role exer- 

cised by the Ministry of Defense becomes the key to understanding the Israeli 

arms policy process. The reasons for its undisputed prominence in promoting 

and implementing the arms export program are part historical, part institu- 

tional, and part idiosyncratic and personal. Peri’® labels the Ministry of 

Defense a “super-Ministry” and claims it intrudes into activities falling within 

the ambit of other ministries. In the specific case of foreign military sales, 

the ministry’s salience can be traced to an expansion of its authority in two 

different directions: First, externally, into the sphere of foreign relations. In 

Ben-Gurion’s conception of statecraft, foreign relations and defense policy 

were meant to be complementary and therefore closely integrated. But in point 

of actual practice the former often has served the latter. 

With time the Ministry of Defense and also the Mossad (Israel’s Secret In- 

telligence Service, operating within the Prime Minister’s Office), came to be 

directly involved in issues logically falling within the purview of the Foreign 

Ministry. This involvement extended to delicate arms purchases, relations with 

the Third World, and between Israel and the superpowers, and since the 

1960’s, weapons transfers. This expanded role was contested unsuccessfully 

by the Ministry for Foreign Affairs, an outcome which was perhaps inevitable 

since as one former Israeli diplomat put it, not without a trace of jealousy, 

“the big battalions were with defense.”!* The result is that unlike other arms 

exporting countries which still see such activities as a task for professional 
diplomats and where, like in Brazil, foreign ministry personnel coordinate 
military sales, the Foreign Ministry and its departmental view of political im- 
plications arising from weapons transfers take second place to the Defense 
Ministry. 

A second “invasion” by the ministry, as spokesman for the needs of the 
entire military establishment, into areas of technological modernization and 
private industry further strengthens its position vis-a-vis other government 
agencies. In the pursuit of weapons autarky in the 1950s and in the 1960s the 
Defense Ministry gradually took over direct responsibility for munitions, air- 
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craft, and electronic industries whose productive capacity safeguarded IDF 

military preparedness.'”? When the viability of these defense industries came 

to depend upon foreign exports as a supplement to local orders, it seemed 

only natural for ministry officials to assume the limited role of advocate. But 

then impatience with the Foreign Ministry’s modus operandi led to yet another 

task, namely, that of expediting the actual sale of weapons by creating outlets 

for the growing arms industry using the argument that only the Defense 

Ministry could do the job well. 

This two-pronged expansion of the ministry’s scope of organizational au- 

thority —horizontally, into foreign relations, and, vertically, into defense 

production — provides the best explanation for its entrenched position at the 

apex of the arms sales policy process. But personalities have been a factor, 

too, since successive defense ministers beginning with Ben-Gurion himself 

have been enthusiasts for expanding Israel’s military assistance and sales ac- 

tivities. The role of Shimon Peres within the Defense Ministry has been men- 

tioned earlier. Moshe Arens, who assumed the post in 1983, definitely follows 

in the tradition of his other predecessors, Moshe Dayan, Ezer Weizman, and 

Ariel Sharon, in backing defense sales in general and the Ministry’s efforts 

in particular.'® So does the present minister, Rabin. 

Within the Ministry of Defense the responsible agency is the Defense Sales 

Office or, according to its Hebrew acronym, SIBAT. According to official 

sources the Defense Sales Office is the highest administrative agency with 

authority over military transfers.’° Its mandate is “to widen the circle of con- 

tacts,” “to advertise Israel overseas as a dependable source of arms,” and “to 

deepen political and strategic ties with many states” in order to reduce the 

risks attendant in this most risky of all export enterprises. Headed by a deputy 

director-general of the Defense Ministry, SIBAT controls all export sales, 

from initial order to post-sales service. Its tasks, as a result, are diverse and 

far ranging. Besides administering government-to-government transactions, 

these include initiating contacts with potential clients, contracting to sell 

weapons systems manufactured under directions from the Ministry via Rafael 

or surplus IDF equipment, arranging inspection tours of plants and military 

displays for foreign purchasing agents, examining sales proposals, licensing, 

market research, and acting as an intermediary by matching prospective user 

requirements with IDF and local defense industry expertise.2° SIBAT thus 

serves as a representative of the government of Israel, of the Israeli Army, 

and of the private defense industries. The present head of SIBAT is Col. 

(reserves) Zvi Roiter, who was appointed to the post in August, 1983, after 

having served as military attache in Holland, Denmark, and Norway before 

joining the Defense Sales Office as assistant director in 1979. 

SIBAT is structured primarily on the lines of geographical regions and is 

reinforced in its manifold activities by a sales unit of the Ministry’s Procure-. 

ment and Production Administration (Figure 6.1). Its work is further facili- 
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tated by the presence of Defense Ministry missions abroad: in Europe, one 
mission for the United States and Canada, a representative for Venezuela, 
Santo Domingo, and Haiti, one for Brazil, and another covering Colombia, 
Panama, and Costa Rica. As the arms sales organization has enlarged and 
become stronger, SIBAT’s task in promoting military relationships is also be- 

ing performed through government-sponsored publications, advertising in 

military trade journals, and participation in such international exhibits as the 

1984 Aerospace fair held in Singapore and periodic airshows. A recent trend 

is for many of the leading defense firms to station representatives abroad, 

which both facilitates and complicates the job of SIBAT in orchestrating ef- 
forts at the national level. 

That individual Israeli companies may be competing with each other and 

not only with other exporting countries, and that they are prone to acting on 

narrow, corporate grounds in securing foreign contracts is but one of the 

problems SIBAT encounters. There have been failures in coordination be- 

tween the government and the many export-oriented Israeli defense contrac- 

tors, resulting in the loss of potential clients. SIBAT, on behalf of the govern- 

ment, is not always able to secure sufficient lines of credit and to provide 

manufacturers and exporters with financial assistance needed to bolster the 

export efforts. Some producers are known to rail against Defense Ministry 

prohibition of various items from being marketed overseas, and to object to 

bureaucratic red tape which hampers the prompt authorization of foreign 

transactions. In short, SIBAT has shown itself to be good at making policy 

and efficient in insisting upon strict conformity to the guidelines which have 

been established; however, the system tends to perform less well at the level 

of executing policy. Competition and duplication still exist; controls appear 

to be more informal than structured; and not infrequently it seems that in- 

dividual companies or agents rather than the government or SIBAT set the 

tone for Israeli arms diplomacy. 

As concerns operating procedures, arms sales negotiations authorized by 

the Ministerial Committee on Weapons Transfers and supervised by the 

Defense Ministry and SIBAT may take any of several forms, standard or 

unorthodox. Preparatory work and exploratory conversations with a foreign 

government ordinarily are handled at a lower level by members of the per- 

manent Israeli diplomatic mission as part of exploring a range of mutual in- 

terests, or by Israeli military attaches resident in the host country. 

Alternatively, the trend of late is to use state visits by Israeli leaders as op- 

portunities for sealing weapons transactions at the level of heads of state or 

government. Military assistance is believed to have been one of the purposes 

behind Foreign Minister Yitzhak Shamir’s official visits to Zaire, Costa Rica, 

and South America in 1982. Arms negotiations led to the personal interven- 

tion of former Defense Minister Sharon himself on at least three occasions: 

during an African visit in 1981, a follow-up visit to Zaire in 1982, and dur- 
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ing a Latin American trip that same year. The presence of Sharon’s national 

defense adviser, General Avraham Tamir, and other military personnel in the 

delegation to Zaire in November, 1982, suggested the importance of military 

cooperation, including the supply of arms, as an inducement for Kinshasa 

to reopen diplomatic relations and also at the direct role of the Ministry of 

Defense in such negotiations. Especially during Sharon’s term of office the 

ministry confirmed the contention that it serves as “a parallel and often 

superior instrument for the conduct of foreign relations.”?" 

Indeed, Israeli arms diplomacy is most vulnerable oftentimes to the notori- 

ety stemming from such publicized, high-level arms negotiations. To be sure, 

much depends again upon the personality of Israeli officeholders; Sharon cer- 

tainly has been among the least inhibited in discussing the country’s arms ac- 

tivity and thereby drawing world attention to it. In May, 1984, for instance, 

his alleged comments while on a private lecture tour in the U.S. upon the 

Israeli sale of arms to Iran forced a spokesman for Prime Minister and 

Foreign Minister Shamir to issue a denial.?? Seemingly far more effective, by 

contrast, is discreet diplomacy resulting in strengthened military relationships 

on a businesslike basis. Regarded as one of the best practitioners of the quiet 

approach in recent years, and therefore extremely effective in this area, is the 

director-general of the Foreign Ministry, David Kimche. 

To repeat, the Israeli pattern is for arms sales organization and procedures 

to be relatively simplified. Authority is concentrated. Decisions are at the sub- 

Cabinet level, but always remain subject to ministerial approval. Only if the 

request by a client is exceptionally large, for more sophisticated items, or if 

authorization poses a sensitive political problem does the full Cabinet, sit- 

ting under stricter conditions of secrecy as the Ministerial Committee on Se- 

curity Affairs become involved in arms sales decisions. In the past, discus- 

sion most often came after rather than before the fact, as happened in 1959, 

in May and, again, in September, 1982, following disclosures of arms sales 

to Iran and Argentina. The impact of these recent public controversies has 

been to further tighten government supervision and increase Cabinet involve- 

ment, especially through the Ministerial Committee on Weapons Transfers. 

One step further removed, a consistent voice for export authorization is avail- 

able in the Defense Ministry’s Defense Sales Office, through which prospec- 

tive arms deals and sales applications must pass, and which also serves as the 

enforcement agency through its formal regulations and controls. 

The process itself though seems unstructured, unlike the U.S. where arms 

transfers are governed by a complex network of governmental agencies, 

statutes, and procedures. Israeli leaders content themselves with a set of basic 

policy guidelines and put greater reliance upon the judgment and inherent 

pragmatism of officials conducting the program. Consequently the mecha- 

nisms of the process involve nuances and technicalities— what bureaucrats 

like to speak of as the modalities —instead of absolutes. Decisions will vary 
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from time to time, from transfer to transfer, from client to client, and from 

situation to situation. Such a process discourages sweeping policy generaliza- 

tions and devotes little attention to long-range planning. 

There are thus few controls, even fewer inhibitions. Certainly the internal 

bureaucratic pressures lie in the direction of acting favorably upon sales op- 

portunities, just as the pressures on individual ministries to sell are greater 

than those to prohibit sales. The presumption is that unless presented with 

solid political or diplomatic reasons to the contrary, requests for arms ought 

to be answered affirmatively. 

This dominant viewpoint prompts calling attention to two other features 

of policymaking. The Israeli pattern is distinctive for bureaucratic consen- 

sus and interdepartmental collaboration in formulating the export policy. 

As a rule supplying arms invokes competing aims and values. Resultant 

policy dilemmas lead one to expect to find conflict within administrative 

hierarchies and between rival governmental agencies. Yet official thinking in 

Jerusalem and Tel-Aviv is convinced of the benefits of arms transfers, sug- 

gesting that a broad governmental consensus exists on this particular issue. 

Multiple advocacy is not practiced institutionally since there is no single agen- 

cy that challenges the basic premises of the arms diplomacy. In the absence 

of serious opposition within the government to foreign military assistance 

per se, disagreement concerns smaller details like terms of credit, the mix of 

arms, or the impact of a given sale upon relations with particular countries. 

Even the traditional bureaucratic rivalry between the diplomatic and the 

military perspectives as represented by the Foreign Ministry and the Defense 

Ministry seems to be muted on the issue of arms. Press reports cite Foreign 

Ministry opposition to some of Israel’s arms sales in recent years to authori- 

tarian regimes in Central and Latin America.”* That the sales have gone 

through despite the Ministry’s reservations is another way of illustrating its 

longstanding weakness in making policy, but also how in the final analysis 

even the Ministry for Foreign Affairs acknowledges arms transfers to be one 

of the few effective tools for furthering goals abroad, thereby reinforcing the 

consensus. 

Depending upon the nature of the specific sale under consideration the 

Defense Ministry has been known to work closely with other concerned agen- 

cies: the IDF, representatives of the Foreign Ministry, the intelligence com- 

munity, and the special services. Periodic interdepartmental meetings are held 

to discuss individual sales. It is at this middle echelon of department heads 

of the various ministries that technical questions are settled, such as the 

schedule of deliveries, or the types and amounts of weapons and equipment 

to be supplied. 

Such procedures are an improvement over the past, when the lack of coor- 

dination proved embarrassing. In one memorable instance arms sales to 

Nicaragua and a proposed transaction with the Dominican Republic orches- 
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trated by Shimon Peres and the deputy director of the Defense Ministry’s Ar- 

mament Division prompted a formal protest by the Foreign Ministry. Its 

director-general wrote to Peres at the time, in 1957: 

We really put our foot in it with the Nicaraguan arms deal. All the countries 

of Latin America shun [Nicaragua] because of its foreign policy and domestic 

regime. It’s a shame that you failed to consult the Foreign Ministry before going 

through with this deal. 

He went on: 

You know as well as I do that we are very dependent on the Latin American bloc 

in the United Nations, which includes twenty countries. We cannot disregard 

their feelings. Therefore, I am asking you immediately to order that any new 

deal with Nicaragua be cancelled and that shipments which have not yet gone 

out be held up.”* 

Shortly thereafter, Peres, on his own cognizance, approved delivery of par- 

tial arms orders to the Dominican Republic, despite a negative decision by 

Prime Minister Ben-Gurion. This evoked formal instructions from Ben- 

Gurion’®: 

1. No sale of arms should be made to any country without my prior knowledge 

and consent; 
2. The information should be provided only when one of the countries has asked 

to purchase arms; 
3. I will not decide before consulting the Foreign Ministry; - 
4. ...we must have complete co-ordination of our policy; and the sale of 

weapons is a diplomatic fact, not just a financial and economic one. 

Ben Gurion’s guidelines, issued in 1958, continue in force to the present. 

Even though it is widely accepted that because of their political conse- 

quences the periodic review of conventional arms transfer policies is advisable, 

there are few provisions for governmental review in Israel. No known criteria 

have been established for assessing either the utility of arms transfers or, con- 

versely, their irrelevance or counterproductivity for national security. Arms 

export diplomacy is dealt with piecemeal and has not been subjected to com- 

prehensive study in all of its dimensions at the highest level of government. 

Nor does there exist a policy planning staff to bring together civilian and 

military perspectives, immediate circumstances with larger global patterns and 

trends. Arms transfers logically would be one of the proper functions of a 

national security council were one to be established in Israel. 

Some such apparatus incorporating an adversary evaluation process be- 

comes indispensable in order to discourage unthinking obedience to an estab- 

lished policy course such as has come to prevail in the field of weapons 

transfers and where too strong a bureaucratic consensus might at some point 

prove dysfunctional. Meanwhile, broad discretionary powers and bureaucratic 
momentum continue to fuel the overseas sales drive. 
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In completing this section on policymaking, one overriding observation is 

that the Israeli government, over time, has developed a strong interest, both 

political and financial, in the program. It has been drawn more intimately 

into sales promotion, bargaining, and even marketing. Extensive government 

involvement in defense industry ownership and production further increases 

this built-in interest in overseas defense sales. The conclusion is that the 

government of Israel, irrespective of its party composition, will continue, for 

the foreseeable future, to be deeply and directly implicated in defense-related 

export. Worth repeating here is the fact that the sale of military expertise by 

Israel is an integral, not exceptional, national practice which demonstrates 

remarkable constancy. 

It is, moreover, bipartisan, crossing traditional party lines and standing in 

the mainstream of public thinking on matters of security and foreign affairs. 

This is best seen in the role of the Knesset. 

CHECKS AND BALANCES 

The question of control in Israeli defense sales policy leads us to look at 

the role of other domestic political factors: the Knesset, opposition parties, 

the media, and the Israeli public. 

In the Israeli political system, adapted from the British model, there is no 

statutory requirement for consulting or even informing parliament about pro- 

spective or existing arms transactions. Successive governments have been spar- 

ing in the information provided the Knesset. Constrained by lack of data or 

staff support, the Knesset plays only a peripheral role. Unlike the United 

States Congress, which has become keenly interested in arms sales, and where 

transfers are governed by a complex structure of procedures and statutes, as 

well as subject to budgetary approval, the Knesset does not really fulfill the 

“watchdog” functions of review, oversight, and investigation. For example, 

there is nothing comparable in the way of explicit legislation to the 1976 In- 

ternational Security Assistance and Arms Export Control Act, which gives 

Congress the right to veto proposed arms sales. 

Israeli legislators by comparison are far more tolerant of government arms 

practices, deferring to the military’s needs and expertise as well as to the argu- 

ment of national security. The fact remains that the Knesset has never been 

able, either in the plenum or through one of its parliamentary committees, 

to influence weapons transfer policies let alone to challenge basic premises. 

One finds only a single instance, 1959, when the arms sale to West Germany 

became the source for sharp parliamentary debate. It is, therefore, the ex- 

ception proving the rule. 

Those mechanisms available for attempting to control policy, such as 

legislation, questions, motions on the agenda, or proposals for a vote of no 

confidence, have tended to be least effective on defense matters.”° The Knes- 
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set’s Foreign Affairs and Security Committee comes closest to exercising some 

degree of influence, although even it falls short of overseeing national arms 

practices. Like its parent body, the committee succumbs to government policy 

under the weight of party discipline, the needs of secrecy on issues of vital 

national security, refusal by the Cabinet to supply sensitive testimony, and 

because the committee does not have an expert staff of its own. Ben-Gurion 

was successful in confining it to being essentially a consumer of information 

and a provider of public support for government policies.”” In keeping with 

his practice of withholding information from the committee on most matters 

of national defense, he tended not to submit details of arms purchases or sales. 

His successors have been just as reluctant to confide in the committee, charging 

its members with playing partisan politics, with lacking the requisite technical 

knowledge, and with being “porous,” that is, serving as the source of leaks 

to the press of classified material presented in camera by government officials. 

Committee members, often inexperienced in industrial or defense matters, 

for their part also refrain from probing too closely, or from insisting upon 

frequent ministerial briefings. Following his appointment in 1977 as chair- 

man of the Knesset Foreign Affairs and Security Committee, Moshe Arens 

set up several subcommittees, one of which was charged with overseeing arms 

transactions, exports as well as deliveries. The subcommittee, however, has 

been concerned primarily with arms procurement and appears to be neither 

active nor consulted on weapons sales. Thus the Ben-Gurion legacy has en- 

dured through the Begin era, with the potentially important Knesset commit- 

tee neutralized, most of its deliberations leading to no definite conclusions, 

no decisions, opinions, or recommendations. This observation applies cer- 

tainly to the entire realm of external military supplies by Israel. The role of 

the committee, like that of the Knesset as a whole, inclines to be general rather 

than specific, confirming Shimshoni’s contention that by and large the Knesset 

has been more important in legitimating government measures by retroac- 

tive approval and in reflecting general public feelings or conscience than in 

initiating, controlling, or even guiding specific defense and foreign policies 

such as those of defense sales.7® 

It is noteworthy that in so highly politicized a country as Israel the pro- 

arms consensus ignores strict party lines. In a rare reference to the subject, 

Israeli arms initiatives in the Americas and in sub-Saharan Africa were raised 

in the Knesset in December, 1982. Opposition members from the Labour 
alignment questioned the manner in which the Begin government was pur- 
suing negotiations or the patterns of arms deals with rightwing dictatorships. 
But even the political opposition did not challenge the wisdom or the princi- 
ple of competing in the international arms trade. Knesset member Yossi Sarid, 
a leading Labour dove, was the only one who voiced objection in principle 
to the very act of selling arms. He charged: “We have foresaken the green 
route of agriculture for the red and bloody route of arms.”2° 

Countering Sarid, one Knesset speaker accused the Labour socialist opposi- 
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tion of a double standard, recalling its pursuit of arms diplomacy when in 

power, and suggested that Israel could do no worse than adopt the same policy 

in regard to arms sales as the socialist government of'France. Less partisan 

was the Likud’s Yigal Hurvitz who said, “Sarid’s speech sounds lovely, but 

it does not earn Israel the dollars which it sorely needs to survive in view of 

the hostility with which we are engulfed and the hypocrisy and one-sidedness 

of the seemingly enlightened world.” Hurvitz, a former finance minister, add- 

ed: “Selling weapons is not a nice business to be in, but Israel should sell to 

whichever country wants to buy on condition that the weapons we sell will 

not be turned against us. This is the world we live in.”*° 
For our purposes this unusual Knesset exchange is important for underlin- 

ing that, dissent notwithstanding, the bipartisan political consensus support- 

ing a prudential arms transfers campaign remains strong for the present. 

Labour leader Shimon Peres, when challenged, defended previous arms sup- 

port for both the Somoza regime and Idi Amin.** Gad Yaacobi, Labour’s 

authority on economic affairs, in presenting a set of concrete proposals for 

strengthening the defense and industrial sectors, advocated support for pene- 

trating overseas markets by Israeli military exports as part of political ar- 

rangements with various countries.** His colleague, Chaim Herzog, former 

ambassador to the United Nations and now president of the State, as a Labour 

Knesset member was even more outspoken. Referring those who would crit- 

icize the sale of military equipment to South America to the long list of other 

suppliers, he notes Israel is in very good company. Urging Israelis to “lower 

the tone of our self-criticism on this issue,” Herzog reverted to the Ben-Gurion 

tradition, suggesting that “we must be guided in our relationships by the one 

criterion that has guided governments of Israel ever since the establishment 

of the State, namely: Is it good for the Jews?’?? 

Precisely because Israeli political figures on both sides of the Knesset aisle 

do not differ in their perceptions as to the arms program or its contribution 

to national interests, the Knesset cannot be viewed as providing any kind of 

safeguard. Louscher suggests seven possible arguments or types of criticism 

voiced by legislatures in other countries on military sales: 

e complete opposition and moral indignation 

e selling of arms in order to gain influence over weak states 

e ceilings on arms sales 

¢ opposition to certain countries or regimes receiving arms 

e sale of certain kinds of equipment or the specific details of sales agreements 

e procedures by the government for implementing arms sales 

e the demand by the legislative branch to be given greater control over sales 

decisions** 

Interestingly, as a closing comment upon the role, or nonrole, of the Knesset 

in arms policymaking, none of these seven possible lines of objection or 

criticism have been pursued with any degree of conviction or success. 
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As a further measure of the favorable domestic climate and consensus 

reaching down from the government and bureaucracy to the society at large, 

the nation’s media appear to be just as marginal in the arms review process. 

Items about possible Israeli arms connections, often citing unofficial sources, 

but particularly foreign reports, both of which generally remain unconfirmed, 

appear quite frequently in the daily newspapers. Less frequent are editorial 

commentaries upon the larger issues and principles of arms diplomacy. 

Israeli law requires that news filed locally or to be published abroad must 

pass prepublication military censorship to prevent exposes which could “en- 

danger the defense of Israel.” Less formal but equally effective is a brand of 

self-restraint or self-censorship practiced by Israeli journalists who are often- 

times privy to details about various aspects of the defense sales program. The 

author, in researching the present book, encountered this circumspection even 

on the part of economic reporters whose columns and analyses of Israeli ex- 

port performance, for example, or of the high technology industries are il- 

lustrations of studied understatement when it comes to the place of defense 

production and exports in Israel’s economy. Perhaps owing to the high visibili- 

ty of Ariel Sharon and Yitzhak Shamir in cultivating arms ties, the number 

of editorials addressing the weapons policy has increased since 1982.*° Even 

so, the general thrust and tenor of such newspaper commentaries would seem 

to aim less at the policy as a whole than at specific issues, such as those of 

human rights and the sale of arms to repressive regimes. 

With limited access to information and with military assistance couched 

in patriotic terms, the attitude of the public is overwhelmingly supportive. 

A nation in arms, Israelis tend to be tolerant of the general policy of trading 

internationally in arms. The nucleus is provided by the more than 60,000 peo- 

ple working for the defense-exporting companies and joined by members of 

their households. 

Despite the known unreliability of public opinion samplings, one recent 

survey, conducted at the beginning of 1983, is perhaps illustrative of this 

general approval. Of nearly 2,000 respondents 27.5 percent favored selling 

to any country irrespective of regime; 35 percent urged not selling to racist 

and dictatorial regimes, while 27.9 percent felt Israel ought to sell arms only 

to democracies.*° If indicative of anything, these findings suggest that most 

Israelis at least are discriminating. They subscribe to the wisdom of engag- 
ing in the widespread international practice; and yet they would prefer that 
Israel refrain from selling to repressive governments. Still, when asked spe- 
cifically about aid to Argentina, a clear majority of those interviewed ex- 
pressed approval. Consequently, neither the media nor the public serves as a 
possible check at present against Israel’s relying unduly upon arms exports 
in its foreign and economic relations. 

However, an almost imperceptible trend does appear to be underway which 
may have a possible social and even political impact in the long term. Al- 
though not necessarily connected to a mood or counterculture of antimili- 
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tarism arising from such entanglements as the Lebanese war, public reac- 

tions nevertheless seem to be shifting from enthusiastic and blanket support 

to skepticism about the purposes and effectiveness of arms sales. More peo- 

ple are now beginning to ask a greater number of telling questions about 

reported sales and to demand to know more about the program, such as what 

reasons Israel might have for becoming involved in Central America. 
Still, the national tendency is to support sales in the absence of compelling 

counterarguments. It has been suggested that in other countries as well the 

pressures to proceed with a weapons transfer are almost always irresistible, 

the arguments for going ahead almost always persuasive.’ With Israeli arms 

sales booming in spite of diplomatic obstacles, the call for a reassessment of 

military assistance practices or a fundamental clarification and review of 

weapons transfers might seem superfluous to government leaders and bureau- 

cratic enthusiasts, no less than to the military industrialists. 

THE ARMS LOBBY 

It is impossible to appreciate the sources of support for arms sales without 

emphasizing that the public, bureaucratic, and governmental consensus is 

itself merely one component of a powerful coalition favoring an active role 

in the world arms trade. Both the defense establishment and the large manu- 

facturing concerns have a major stake in the program. Together these repre- 

sentatives of the military and the business sectors serve as the chief defenders 

of arms sales and the principal advocates of an accelerated export program. 

Through their shared interests and priorities, their high motivation, tremen- 

dous investment, and degree of commitment to the existing policy, as well 

as by their lines of communication with each other and their easy access to 

the decision makers, they comprise an awesome special interest group and 

political lobby. 

The establishment of a military-industrial complex is seen as the mark of 

a developed armaments industry.** In the context of Israel the scientific com- 

munity, administrators, industrialists, labor unions, and the professional 

military have their own set of demands upon governmental defense and 

economic investment decisions. 

The Defense Ministry is conveniently located at the nexus of this arms 

policy coalition. It not only bears a large part of the responsibility for ex- 

ecuting the sales program but is also an obvious interested party, with con- 

cerns and views of its own to promote. Responsible for Israel’s defense 

capability and security, the ministry sees military sales as fully compatible 

with these goals by helping to project Israeli power and influence. The suc- 

cess of the program makes it easier to justify heavy defense budget outlays 

and vindicates the ministry’s investment in local enterprises with an export 

capacity. And of course, success enables officials to claim credit, personal 
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and for the ministry, by pointing up the tangible contribution of arms ex- 

port diplomacy to the national collective effort, thus further consolidating 

the Defense Ministry’s dominant place in policymaking. 

In addition to promoting its own cause, however, the Ministry of Defense 

serves as a spokesman for others. The IDF is its principal client; and as the 

highest civilian authority over the military the ministry not only works closely 

with the general staff and is sensitive to its needs but is also a most effective 

representative of the armed forces in government debates. The military com- 

mand also has good cause to defend recent weapons transfer practices. Arms 

sales are for them the “critical mass,” assuring that domestic production re- 

mains at close to full capacity and possibly determining whether or not 

research and development can continue to be pushed vigorously. Production 

and research in effect combine to satisfy the IDF’s primary consideration: 

that its own needs in conventional weapons systems be met while dependence 

upon external suppliers decreases except for systems obtainable only from 

the United States. Once those needs and supplies are met, the IDF has every 

reason to encourage foreign sales. The logic is simple: the IDF is dependent 

upon the local arms industry which is dependent, in turn, upon exports. 

Without sales to the Third World, it is fairly safe to assume that some of the 

industries at home would collapse, individual production lines would come 

to a halt, and projects now in the pipeline would have to be abandoned. 

This affinity of interest is one of the explanations for the symbiotic rela- 

tionship between the different parts, civilian and military, of the large defense 

establishment. Shared interests, as shown above, also extend to a third axis 

of the arms lobby: the military industry and the business community. For if 

pressure by the military to sell arms is great, so, too, have commercial pres- 

sures increased. Defense, encompassing defense sales, is, after all, the big- 

gest business in Israel. The arms companies are anxious to sell as much as 

possible and feel perfectly justified in applying pressure on the government 
to find export outlets for weapons production. They, too, have every incen- 
tive to maximize sales. As a result, the government in effect is being asked 
by industrial leaders who marshal the arguments of military self-sufficiency 
and of economic gains to assist the defense sales promotion so that their firms 
might be able to export more.*? 

Interdependence between the military and the manufacturers if anything 
has strengthened inversely to the decline of Defense Ministry procurement 
from the arms companies. As a means of compensation, SIBAT and the 
ministry are asked at least to give their backing to foreign marketing efforts 
by the companies and to grant them export licenses. This is reflected poignant- 
ly in the case of The Israel Shipyards. In 1983 the Ministry of Defense 
preferred to purchase equipment and naval craft from a foreign manufac- 
turer rather than from the Haifa firm despite its large stake for many years 
in the Israeli navy.*° In this instance, Israel Shipyards had little recourse, since 
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the option to sell abroad did not really exist; manufacturers of other products 

for which there is a demand have looked elsewhere and expect the coopera- 
tion of the Israeli authorities. 

In pressuring the government, corporate representatives are backed by the 

scientific and technical communities as well as by the military because of their 

advocacy of science, technology, and innovation in every sector of industry 

and the economy. Employees of the military industries are another impor- 

tant ally with a vested interest in mounting weapons production and export 

sales. Their claim to wage increases combines positive and negative arguments: 

the contribution to Israel’s economy and security made by workers and re- 

searchers, but also the danger of an exodus of brain power from the defense 

establishment should foreign orders decline appreciably because of govern- 

ment controls or lack of support. Less appreciated by the trade unions is the 

inevitable influence of higher wage scales upon the costs of military equip- 

ment, ultimately making Israeli arms exports less competitive and therefore 

less attractive to prospective clients. 
The bureaucracy, the military, the business community — each exerts a ma- 

jor influence on public opinion and political decision makers; each is im- 

pressive in its own right. Their call for a more active Israeli arms export 

diplomacy, however, is all the more audible because of a mutual reinforce- 

ment which owes, in the first instance, to a web of close interpersonal rela- 

tionships. 

Most of the men at the top of the hierarchy within this coalition share a 

common military background; many are former career officers. As such they 

are particularly sensitive to both the IDF and the security argument; and as 

a result they, like an overwhelming majority of the Israeli public, can be 

counted upon to support any program like arms sales which has proved its 

worth by strengthening Israel. 

Their understanding of modern Jewish history, with its themes of the 

Holocaust and powerlessness, reinforced by long professional military train- 

ing, causes these elites to be impressed, on the one hand, by power and 

strength at the same time as they are inclined to be cynical, on the other hand, 

toward false standards of international conduct.*! These IDF graduates are 

also noted for being achievement-oriented and pragmatic. The payoff in arms 

sales politically may only be short-term; but it is also monetary, tangible, and 

immediate. Just as they might interpret diplomacy—paraphrasing Clause- 

witz—as war by other means, and hence an extension of military prepared- 

ness, so do they perceive of arms sales as not only perfectly natural for Israel 

but also as adept diplomacy by other, less conventional means. They are in 

short, individuals for whom the argument of “dollars and sense” is a per- 

suasive one, and the export of military hardware axiomatic. 

Interestingly, we find these defense sales promoters making dual use of the 

dollars and sense argument and of export statistics as part of their sophisti- 
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cated campaign. There is little doubt but that in private and “off the record” 

they present the security assistance program spearheaded by weapons transfers 

as both cost-effective and immensely successful. Thus, spokesmen of the 

defense industries, when pressing their case for undertaking new projects 

before Government officials, much like bureaucrats trying to impress their 

immediate superiors with the eventual excellent sales prospects for such prod- 

ucts, are only too anxious to project high sales taking in foreign markets as 

well. In public, by contrast, they may prefer to waive self-congratulations and 

praise. From their standpoint it might be advisable to maintain a low pro- 

file; avoiding too much outside attention to the export program by soften- 

ing the image, downplaying Israel’s role in the international market, and 

lowering both corporate as well as aggregate national military export figures. 

It may be convenient therefore for them to condemn SIPRI estimates of over 

$1 billion worth of arms sales as politically motivated while citing embarrass- 

ingly low reports by the ACDA as being closer to the true scale of activity. 

Moreover, weapons transfers possess a special symbolic appeal, confirm- 

ing the image by these elites of the Jewish state held as small yet determined 

to survive and also enterprising. Sharing a world view in which arms sales 

are a fact of life and a self-image of Israel as at once resourceless and re- 

sourceful, the country’s political, military, and business leaders appear con- 

fident that the demand for arms is a vacuum to be filled and that it is in Israel’s 

interest to fill as much of it as possible. This basic predisposition toward the 

utility of arms and, by extension, arms sales counts heavily in decision making. 

Israeli social scientists speak of “the interpenetration and interlinkage of 

diverse groups” in the society, facilitated by informal systems of communica- 

tion and relations.*? This would appear to be the case in the relationship 

among the four professional hierarchies central to arms sales: policymakers, 

bureaucrats, the military, and the business community. 

Most notable is the tendency for retired army officers to assume positions 

of influence either in politics or in commerce.* To cite merely a few examples, 

three of the defense ministers active in supporting arms diplomacy in recent 

years, Moshe Dayan, Ezer Weizman, and Ariel Sharon, were former senior 

IDF commanders. At the other end of the relationship, Yeshayahu Gavish, 

the chairman of the large Koor concern is a retired general. The director of 

Elbit, Binyamin Peled, whose firm is involved in the export of military-related 

equipment, is a former air force commander. Upon retiring as chief of the 
air force at the end of 1982, David Ivri became head of the Israel Aircraft 

Industries; he was called back to serve in 1983 as deputy chief of staff, return- 

ing to the IAI as active chairman in April, 1985. Yaakov Shapira was for many 

years the head of SIBAT; he now works for the Clal concern which has sub- 
sidiaries engaged in military manufacture and exports. Iscar Blades, which 

sells in the United States, is headed by general manager Baruch Bahat, a 

retired colonel in the air force. In top management positions with Tadiran 
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are former chief of military intelligence General Yehoshua Segui and Nati 
Sharoni, a top IDF commander. Maj.-Gen. (res.) Amnon Reshef, retired as 
commander of the tank corps and is now deputy director of Urdan Industries. 
The list of such former army officers presently holding high posts inside the 

military defense industries and their export divisions is a long and instruc- 
tive one. 

From their executive management posts such people serve as vigorous 

spokesmen for pushing arms. And a major part of their message is that, 

foreign relations aside, the weapons trade is essential if Israeli industry and 

exports are to be sustained. Other former officers can be found on the boards 

of interlocking corporate directorates. Still others can be found among the 

private arms salesmen busy seeking overseas orders. This corporate “foreign 

policy” and the self-interest of the arms companies and their representatives 

is being felt increasingly within government circles and all along the decision- 

making process as this community of overlapping interests continues to grow. 

The policy process extends to one more stage, that of implementing the 

defense sales program. Success depends, therefore, on the manner in which 

arms emissaries proceed to market and promote Israeli military assistance. 

As the export program has expanded and gained official government support, 

a number of channels have been opened for pursuing contracts. 

While the exact methods and different conduits for weapons transfers are 

clouded in secrecy, several can be identified. Foremost are the already men- 

tioned overseas diplomatic and military missions whose function it is, assisted 

from Tel-Aviv by SIBAT, to explore possibilities for bilateral military coop- 

eration. Taking Africa as a case in point, despite its formal exclusion from 

many of the countries, Israeli “interest officers” are stationed in at least five 

other black African countries; Israel has been able to retain an economic 

presence as well in Kenya, the Ivory Coast, and Nigeria, confirming that 

members of the Organization for African Unity desire good working rela- 

tions with Israel but for political reasons stop short of diplomatic ties. For 

Israel, however, even this situation is satisfactory. Through this minimal 

presence it has succeeded in administering low-level military assistance pro- 

grams in widely separated parts of the continent, from the north African 

Maghreb to southern Africa, just as it conducts trade relations with some 

seventeen African states.** 

Second, the major arms manufacturers are themselves active in seeking out 

potential customers. The IAI, Soltam, IMI, Rafael and Tadiran, for exam- 

ple, have their own export departments and special marketing employees. 

Some firms maintain regional offices in key cities around the world which 

are used as a base of operations in establishing close, personal contacts with 

local military industrialists and government officials. With the support of the 

government they are also regular participants at international air shows and 

military exhibitions. A third and less known avenue is through Israeli business 
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concerns operating in foreign countries. Clal has its own marketing outlet, 

“Isrex”; so, too, Koor which promotes the products of its various subsidiaries 

worldwide through “Koor-Sachar.” Some of the preliminary work for con- 

tacts with Zaire was done by Reuven Givon, Koor’s representative in Kinshasa, 

who succeeded in establishing personal ties with President Mobutu. A 1981 

small arms deal with the Swiss army was negotiated by Israeli businessman 

Yekutiel Federmann, who also controls the El-Op company with an arms sales 

inventory of its own. The giant Eisenberg concern, with branches, agents, 

and expanding business contacts in east Asia, Africa, and Latin America for 

over twenty years, has also been instrumental in paving the way for Israeli 

arms contractors. Aside from his other business enterprises, which include 

brokering the sale of raw materials, industrial management, and the construc- 

tion of nuclear power plants, Eisenberg is claimed to funnel some 10 percent 

of Israeli arms exports.*® 

Yet another access route to potential customers has been through members 

of local Jewish communities. Oftentimes local leaders and businessmen are 

exceptionally well placed to advise Israeli emissaries, to initiate informal 

feelers, and to set up meetings to discuss possible arms arrangements. Infor- 

mation as to the names of officials favorably disposed toward Israel and hav- 

ing some influence upon the selection of a preferred supplier is particularly 

useful in gaining a head start over other competitors. 

Far more problematic is the loose network of shrewd middlemen, made 

up primarily of private arms dealers, who pose as Israeli arms ambassadors. 

Many of the 300 dealers reportedly operating from Israel are concerned with 

weapons procurement and represent American firms.*° Others, however, are 

active in the other direction, arranging for Israeli sales. Some two-thirds of 

these exports are believed to be contracted for on a government-to-govern- 

ment level; still, as much as one-third is handled by such agents.*” Operating 

on substantial commissions of from 5 to 18 percent, and relying on personal 

contacts in the purchasing country, their activities are secretive and un- 
supervised, albeit fairly effective in closing deals monetarily important to 
Isracies 

The opening for the private arms dealers and their agents is provided by 
the fact that Israel has a considerably narrower field of formal, regularized 
diplomatic activity and government-to-government relations than its rivals. 
Hence a good part of its arms negotiations must be conducted through these 
backdoor channels, most of which are officially sanctioned, although some 
are not. Elul Technologies Ltd., headed by David Kolitz, is reputed to be a 
major middleman for the export as well as import of defense products.*? Other 
names prominently mentioned are Marcus Katz, a former Israeli resident in 
Mexico, with extensive contacts throughout South America and Levi Tsur, 
also active in Latin American countries. Many of these Israeli agents possess 
excellent credentials —close ties to government leaders in Jerusalem or, as 
retired army officers, familiarity with the IDF and its equipment. 
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Former military people are becoming increasingly prominent as private 
arms merchants. Representative of this trend is Brig.-Gen. (res.) Efraim 
Poran, former military secretary to Premiers Rabin and Begin, who specializes 
in exports to the Philippines, and previously served as military attaché in 
Singapore. Another case in point is that of Herzl Shafir, a retired IDF major- 
general and former chief of Israel’s police, who opened an office in Nigeria 

as an agent of Israeli arms exporting firms, including that of Alfred Akirov, 
a private dealer.*° Maj.-Gen. (res.) Avigdor (“Yanosh”) Ben-Gal, former com- 

mander of the northern sector, accepted a position with the arms dealers 

Shlomo Eliyahu and Yechiel Fromer upon retiring from active military service. 

This proliferation of private weapons salesmen aggravates the problem of 

coordinating the national defense sales campaign. On the one hand, their 

operations disguise the trail of at least some Israeli arms, which are “laun- 

dered” and resold through a maze of fictitious companies in different coun- 

tries. The further removed they are, however, from government control, the 

greater is their private motivation and insensitivity to the larger interests at 

issue in such arms transactions. Representative of this attitude are the com- 

ments of one enterprising seller who insisted the policy was “to sell without 

being too inquisitive about the purchasing states or their regimes” since “beg- 

gars can’t be choosers.” Reacting sharply to criticism, he equated the cessa- 

tion of arms activity with devastating Israeli industry and destroying the state, 

and countered that “this is a sacred mission, export pure and simple of which 

we are proud.”*! Leaving this judgment aside, in operative terms SIBAT has 

no real mechanism for preventing Israeli companies or private agents from 

competing against each other for markets in the United States as well as 

elsewhere. 

With so many representatives in the field and such large quantities of Israeli 

conventional weapons circulating, the policy threatens to get out of hand and 

to inflict damage upon Israel. Nor is Israel’s image as a reputable supplier 

enhanced by such news items as the one alleging German war criminal Klaus 

Barbie had secured large amounts of Uzis and Galil rifles for Bolivia;*? or 

periodic reports of illicit arms shipments being traced to Israeli ports of 

origin.®? This failure or inability to control weapons flows and to assure closer 

coordination from policy formulation to execution and ultimate destination 

reflects negatively upon the policymaking process as a whole. It makes Israel 

vulnerable to the charge that some of its arms practices are inefficient to the 

point of cancelling some of the initial gains attainable through foreign military 

assistance. 
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THE WORLDWIDE SALES 
CAMPAIGN 

The essence of Israeli foreign military assistance lies in a single concept — 

diversification. It finds expression in present international military relation- 

ships in two ways: first, by a diversified inventory of marketable defense serv- 

ices and products of increasing sophistication, and second, by the global 

dimensions of the export campaign, with an extensive list of countries who 

have been or are presently recipients of aid from Israel. This dual marketing 

strategy further explains why a small and developing country like Israel has 

succeeded rather remarkably in penetrating the international arms trade and 

in remaining competitive. 

FORMS OF ISRAELI AID 

No one has yet come up with a satisfactory definition of what is included 

in direct military assistance. Like Pearson, most students and research centers 

prefer a narrower application, focusing upon conventional military equip- 

ment, i.e., “non-nuclear weapons of war, spare parts, ammunition, support 

equipment, or other primarily military commodities.”’ We find this defini- 

tion too confining and incomplete for our purpose; if applied to Israel it would 

hide its full range of military activity. 

The sale of actual arms and ammunition undoubtedly captures the most 

attention, whereas in our analysis this entire area, broad as it may be, con- 

stitutes merely one of three forms of Israeli defense goods and services. Aside 

from these conventional weapons transfers which involve finished products, 

Israel supplies two other less direct kinds of aid: advice and training, and mil- 

itary technologies. 

Direct Weapons 

Direct weapons are the primary component of Israeli defense exports. This 

military hardware —“combat consumables” — includes the standard inventory: 

aircraft, naval vessels, armored and non-armored vehicles, missiles and rockets, 
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artillery, infantry weapons, small arms ammunition and other ordnance, para- 

chutes and uniforms, military communications and electronic equipment, and 

spare parts.? A second classification involves the choice offered a client be- 

tween second-hand, redesigned or refurbished, and brand new weapons. A 

third category, cutting across the first two, is the origin and source of the par- 

ticular item or system sold by Israel. Four possibilities exist which in them- 

selves suggest Israel’s distinctiveness: arms of United States, Western Euro- 

pean, or Communist bloc manufacture, or Israeli “blue-and-white” products. 

Israel may be the only country in the world with so mixed an inventory on 

the basis of point of origin and also the only country in the world that develops 

defenses for both Western and Soviet weapons systems. What is established 

fact is that Israel has had possession of advanced arms from both sides and 

that it has successfully introduced modifications in these systems before put- 

ting them up for resale on the international market. 

Combining the three classifications strengthens the impression of diversi- 

ty. Israel’s trade in spare parts, obsolete arms, and older generations of weap- 

ons merely scratches the surface. These, like the American A-4E Skyhawk 

and the French-made Mirage, are constantly being phased out as part of the 

accelerated IDF replacement schedule forced by the unrelenting Middle East 

arms race; they are then simply passed on to others. 

Related to these are reconditioned weapons. Israel has earned a reputation 

worldwide for excelling in modernizing other countries’ existing weapons sys- 

tems. Designers and technicians have succeeded in the servicing, recondition- 

ing, and enhancement of such Western weapons as the Patton and Centurion 

tanks. The latter, for example, has been revived in Israeli factories with the 

addition of a 105-millimeter gun and a fire-control system that includes a digi- 

tal computer and laser range-finder.* The IAI is reported to have upgraded 

15 Mirage-SS planes for Colombia closer to the lines of the Kfir.* When re- 
converted and upgraded, the life span of these items becomes lengthened con- 
siderably, making their repurchase worthwhile. Once reassembled in Israel 
they are then passed on to Third World customers. To poor but defense- 
conscious countries, such hybrid systems suit their needs better than being 
forced to buy a newer but more expensive system. 

In a fourth class by itself are Eastern bloc weapons captured from Syria, 
Egypt, or the P.L.O. This source of surplus weapons first emerged in 1956 
when Egyptian troops fleeing the Sinai left newly acquired arms behind; the 
1967 fighting led to staggering amounts of such arms caches and again posed 
the challenge of how they might be used for both political and commercial 
advantage. Again, after the 1973 Yom Kippur War, Israel capitalized on its 
seizure of additional quantities of Soviet arms and ammunition. Operation 
“Peace for Galilee” in 1982 provided yet a fourth wave of Communist hard- 
ware: over 1,320 vehicles, including T-34, T-55, and T-62 tanks; more than 
30,000 Kalashnikov AK-47 rifles, submachine guns and other light arms; and 



THE WORLDWIDE SALES CAMPAIGN As 

200 anti-aircraft pieces, not to mention countless hand grenades, mortar 
rounds, and artillery shells.‘ 

Testifying to Israeli ingenuity, different ways have been found to employ 
these stockpiles in offsetting part of Israel’s war costs. Some have been up- 
graded, many have been sold and still others just given away for political 
rather than commercial motives. After each campaign any number of useful 
items were automatically introduced directly into the IDF, with units specially 

set up and equipped with Soviet models. In addition, captured equipment has 

been passed on to Western allies. Quantities have been sent in the past to the 

United States for testing, analysis, and training in keeping with Israel’s stra- 

tegic value to the West. NATO training schools in Western Germany also 

are reported to have whole platoons of Russian tanks and batteries of artillery 

that are used for making training exercises more realistic. Still a third use is 

the export of Russian-built equipment to Third World countries in the market 

for such items. In September, 1984, IDF military sources for the first time 

spoke of the program for refurbishing some 600 captured T-54, T-55 and T-62 

Soviet tanks and then putting them up for sale. 

A final category of weaponry are systems originating in Israel. The model 

for this was the Uzi. Since then items designed and produced almost exclusive- 

ly at home, ranging from the Galil assault rifle through the Gabriel missile 

to the Kfir plane, compare favorably to Western and Soviet equivalents and 

have found customers abroad. It was hoped by its planners that the Merkava 

tank also would follow suit. The manufacture of such high precision compo- 

nents and systems calls attention to yet another feature of Israel’s arms sup- 

plier role: while it merchandises inexpensive and pedestrian mass market 

items, it is also included among the select group of sophisticates producing 

state-of-the-art technologies. 

This prompts a fourth classification of military hardware: by degree of so- 

phistication as well as in terms of weapon type, age, and origin. Israel initially 

started manufacturing ammunition and conventional equipment; much later, 

toward the end of the 1960s and increasingly during the seventies, its aspira- 

tions vaulted all the way up to the level of designing and manufacturing ma- 

jor weapons and entire systems, including warships, fighter planes, and tanks. 

Solely from the standpoint of marketability abroad, the utility of such ma- 

jor systems is open to question. 
So expensive is the manufacture of such major land, sea, and air weapons 

systems that their added value is often considerably less than one might imag- 

ine, especially for so small a country as Israel. Their sheer size and visibility 

can also deter politically sensitive clients who are perfectly willing to buy less 

conspicuous arms or equipment. In addition, the Israeli version almost in- 

variably suffers from the competition since there are too many larger manu- 

facturers offering comparable systems and at less cost. Lastly, despite the 

impressive effort by Israel, these elaborate systems are not quite wholly “blue- 
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and-white” products. Witness the need for foreign-manufactured engines with 

end-use restrictions in both the Kfir and the Lavi planes, making their resale 

abroad hinge on consent by the foreign supplier, in both instances the Amer- 

ican government. 
Fortunately, Israeli defense specialists had the wisdom and foresight to 

spread out into a third, intermediate and more promising field. In between 

conventional small arms, on the one hand, and the complete, elaborate weap- 

ons systems on the other, is the research, development, and production of 

components. Military technologies are in increasing demand, especially those 

subsystems providing for greater accuracy and more rapid delivery. Military 

trade journals devote considerable space to “smart weapons,” to precision- 

guided munitions and to the new technology of electronic warfare. 

On the frontiers of this technology are to be found such specialized and 

refined areas as computers, optics, communications, and microelectronics. 

For a number of years Israel has been actively engaged in research and de- 

velopment programs in each of these areas. Moreover, it enjoys a good reputa- 

tion; commenting upon the lessons of the 1982 fighting over the Falkland Is- 

lands and in Lebanon; a British general admitted: “We fought yesterday’s 

war,” whereas “the Israelis fought tomorrow’s war.”” Because military strate- 

gists tend to concur in the assessment that the outcome of future battles will 

hinge upon these emerging electronic warfare technologies no less than on 

how many tanks, ships, or aircraft are deployed, an international market al- 

ready exists for such components which is worth millions of dollars. 

Israel’s sales prospects are enhanced by two or three advantages at least. 

For one thing it enjoys a headstart. Not only are Israeli firms producing such 
items now in demand by both developed and developing countries, but sub- 
systems have been tested in actual combat. Second, production costs often 
are lower. A third factor is that many of the Western defense contractors, 
and the United States in particular, are rather reluctant to share their techno- 
logical know-how with other countries, even friendly ones. Thus, American 
law and policy ordinarily stress the sale of completed weapons systems rather 
than of the technology to produce them. Israel generally has shown less reluc- 
tance. These advantages can be seen in the wide interest shown in the two 

Israeli versions, the Scout and the Mastiff, of remotely-piloted vehicles (RPVs); 
and also in the foreign sales figures of companies like Tadiran and El-Op, 
which have staked their corporate success on sustained development of elec- 
tronic warfare measures and countermeasures in what promises to be the most 
dynamic area of military technology. 

Services 

Supplying military hardware, as stated at the beginning of this chapter, rep- 
resents only one of the three forms which Israeli defense assistance presently 
takes. The second form is of a more advisory and technical nature. The dis- 
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tinction is that in contrast to the direct provision of arms, Israel goes beyond 
the mere transfer of weapons and aids others to better utilize, operate, and 
maintain their own military arsenals, which may or may not feature Israeli 
weapons. This type of assistance often goes under such euphemisms as the 
“transfer of skills and erection of service infrastructures” and encompasses 
a number of defense-related projects and activities, for example, the train- 
ing of local personnel in the operation and maintenance of weapons systems 
familiar to, or furnished by, Israel. Related to this is the instruction of local 
officers, at Israeli bases or in the host country, in staff and operational units. 
Military courses such as these, often conducted by the IDF in Israel but also 
by army advisers seconded to the recipient country, were particularly empha- 

sized during the 1960s and are an important component of Israel’s renewed 

military cooperation with Zaire. A similar situation in the military relation- 

ship with Sri Lanka came to light in 1984 when government officials in Colom- 

bo confirmed that specialized Israeli consulting services were being solicited 

in combating Tamil separatist terrorism on the island.® Also in this category 
are backup equipment like electronic warning fences, transport, surveillance 

and support capabilities; and construction and technical services. Delivery, 

assembly, and maintenance fees are a part of what Israeli suppliers promote 

in “turn-key” arrangements, whereby complete systems—everything from 

freightage to, access roads, storage facilities, and full operationalization of 

the weapons systems contracted for—are carried out under Israeli supervi- 

sion and responsibility. It is the need for such services by Third World cus- 

tomers which further accounts for the large numbers of Israeli advisers, train- 

ing personnel, and technicians reportedly working abroad. 

Know-how 

To complete this picture of diversified Israeli products and services, one 

would have to add a third and final category: the export of military exper- 

tise and technologies. This type of aid goes beyond strengthening a recipient’s 

“force posture” —the arsenal, armed forces, and military infrastructure (air 

bases, fortifications, etc.) at its disposal —and is directed toward helping to 

strengthen that country’s own military-industrial base. Taken together, Israel’s 

range of assistance covers the acquisition, better use, and actual making of 

arms. 
We are witnessing a notable growth on a worldwide scale in the transfer 

not only of arms but also of defense-related technologies through collabora- 

tive ventures among two or more nations. Today many states seek more than 

military hardware alone. Their priorities call for importing software as well, 

meaning the technical know-how necessary for the indigenous production of 

arms. This proliferation of conventional arms-making technologies is in fact 

part of the expanding global flow of three sorts of technology: nonmilitary, 



128 ISRAEL’S GLOBAL REACH 

explicitly military, and “dual-use”—communications and transportation 

equipment that can also be adapted to military projects. 

This recent trend poses a serious problem for the international system. On 

the one hand, the exchange and sale of scientific data as well as products with 

both civilian and military uses, such as computers, microprocessors, semicon- 

ductor manufacturing equipment, and machine tools fits the pattern of inter- 

state collaboration encouraged by functionalists, integrationists, and advo- 

cates of interdependence and multilateralism. But on the other hand, of 

course, it is a dysfunctional type of cooperation, leading to an arms buildup 

and the spread of dangerous military know-how, thus posing yet another chal- 

lenge to arms control.? 

Klare refers to such transfers of technology as the “unnoticed arms trade” 

and includes under this rubric a wide variety of transactions: the sale of blue- 

prints and technical data for the production of complete weapons by another 

country; the sale of components, machine tools, and manufacturing know- 

how for the assembly of such items; the sale of training and technical assist- 

ance in the introduction of new production processes; and the sale of com- 

plete factories or production lines with all the parts and machines needed to 

operate them.’° 

Military and “dual-use” technology transfers are emphasized here because 

if arms production increasingly is becoming a multinational affair, Israel has 

been quicker than most in perceiving this trend and capitalizing on it.!! Fur- 

thermore, if Israel is able to preserve its technological lead in the military 

sciences, this form of defense sales will in all likelihood become progressive- 

ly more prominent in the mix of assistance, arms, and know-how, at least 

until such time as the dominant actors in the international system succeed in 

devising an effective arms restraint policy. 
The export of military technology is known to be carried out through a va- 

riety of mechanisms leading to codevelopment, coproduction, or both. More 
than two dozen developing countries are reportedly participating in such joint 
ventures, ’* suggesting that there is a large, growing, and constant market for 
the kinds of skills, know-how, and experience Israel has to offer. Some of 
these countries might feel compelled to decline Israel’s invitation to supply 
a particular item or weapons system directly, either due to diplomatic com- 
plications arising from open identification with Israel or to internal priorities, 
the foremost being to expand local military production. Yet from their stand- 
point as well as from Israel’s, licensing and coproduction arrangements pro- 
vide an excellent alternative. 

For Israel’s partners the technical assistance affords a chance to escape from 
the two-fold danger of high cost and political high risk. The production of 
basic weapons and the incorporation of marginal improvements can be a 
cheap, simple, and effective counter to the overly sophisticated hardware of- 
fered by the larger suppliers which not only absorb precious funds and are 
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difficult to handle but may not necessarily increase a developing country’s 
military effectiveness.'? Even more important, by such means as licensing, 
comanufacture, and similar joint ventures, a Third World country can pur- 
sue indigenous arms production in order not to become dependent on foreign 
military supply nor to link itself irrevocably to one of the superpowers. !4 

The benefits for Israel are also readily apparent. Licensing adds to the profit 
margin of companies marketing their military technologies once they have 
been fully developed. Tadiran, for example, presently is claimed to have out- 
lets in twenty-two countries; about ten of them are actual plants which manu- 
facture goods on a joint basis, often with 40 percent of the components 

shipped from Israel.'® Other firms as well produce sub-systems which can- 

not be produced economically in Israel in other countries, where the assembly 
work is also done. 

Coproduction and other mutually beneficial arrangements, in other words, 

provide shared learning experience and, important for Israel, help in find- 

ing badly needed investment capital for its own military projects. Joint R & 

D projects are especially prized as an excellent way of lowering the shared 

cost of systems development. As two examples, SIPRI reports that in 1977, 

Israel approved licensing and coproduction agreements for Reshef class boats 

to be built in Durban in addition to six previously acquired by the South Afri- 

can Navy; also for Gabriel-2 missiles to be assembled in Taiwan.'® In 1984 

it was revealed that an unnamed foreign government had been willing to fi- 

nance the development in Israel of an engine for a medium range artillery 

rocket which is now operational and in use by the IDF.’’ 

Diversification, reflected in the several forms of direct or indirect military 

assistance offered by Israel as well as in its extensive weapons inventories, 

carries over as well into Israeli military relationships with regional and indi- 

vidual country clients. We look next at defense exports by region. 

GEOGRAPHIC CONFIGURATIONS 

In regional terms the Israeli marketing pattern suggests the absence of any 

single priority. Other arms suppliers, by contrast, concentrate their sales ef- 

forts on a particular target area, sometimes on a solitary customer; corner- 

ing a large share of the Saudi Arabian arms market, for instance, is enough 

to catapult any Western country into major supplier status. Certainly Israel’s 

situation is unlike that of Britain, France, or even the Soviet Union which 

have concentrated on the Middle East in boosting respective national arms 

sales. 

Indeed, the first thing illustrated by a market analysis is the number of 

regional outlets virtually written off by Israeli arms salesmen. For obvious 

reasons the Arab Middle East is automatically excluded; so, too, the outly- 

ing Muslim countries like Pakistan which do not qualify as commercial trading 
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partners, let alone candidates for military assistance. To make the point more 

forcefully, not one of the six leading arms importing states (Libya, Iraq, Syria, 

Iran, Vietnam, Saudi Arabia) possibly aside from Iran—and even that more 

for its political than its economic significance —has been a customer of Is- 

rael’s.’8 Another bloc of countries closed to Israel are those within the Com- 

munist camp, especially the Eastern European states, although a small quali- 

fication is required. Over the years rumors have circulated, although without 

any confirmation, that Israeli arms have actually reached behind the Iron Cur- 

tain. Thus, in 1968 it was reported that Romania and Yugoslavia were buy- 

ing Soviet-made tanks from Israels’? again, as recently as 1984, American 

sources claimed Israel had sold some captured P.L.O. armored vehicles to 

Romania.”° 
Western Europe and North America pose problems of a different sort for 

Israel. Theoretically nothing prohibits an arms relationship with NATO coun- 

tries, and in fact Israeli arms contractors do have access. In practice, however, 

this market has been peripheral for the most part; by every criteria it has yet 

to even approximate its potential. The reasons are several. France, Great Brit- 

ain, Italy, and West Germany, but especially the United States, have grown 

increasingly exclusive and protectionist. They seek military self-sufficiency 

either through local manufacture or through the adoption of interlocking, 

complementary weapons systems as part of NATO policy. Current industrial 

unemployment and export drives directed to the Arab states are further dis- 

incentives to buying what might even be acknowledged as superior Israeli sys- 

tems or components. Besides producing for their own armed forces, these 

same countries are major weapons exporters in their own right, and thus Is- 

rael’s competitors. They have little desire, therefore, to indirectly strengthen 

Israel’s military industrial capability by importing Israeli defense products. 

Nevertheless, despite these obstacles, some individual successes have been 

recorded. IMI is able to sell scientific military data to Western European coun- 

tries; and Israeli transfers of technology to NATO countries amount to mil- 

lions of dollars annually.’ The Uzi submachine gun is standard equipment 

for the West German and Dutch armies.”? In 1981 Israel was able to conclude 

a $40 million sale with Switzerland for tank ammunition.?? Negotiations began 

in 1983 to provide Canada’s Navy with advanced navigational and fire con- 

trol systems for frigates under construction.”4 In 1984 the Belgian Navy took 

delivery of a data center for monitoring battle conditions to be used aboard 

its warships.”> Similarly, the relationship with West Germany has deepened 

despite such points of friction as Bonn’s desire to sell its Leopard tank to the 

Saudis. West Germany sends raw materials needed in Israeli arms manufac- 

ture; is known to buy from Israel military goods ranging from flak jackets 
to 105 mm. cannon shells; and has expressed a willingness to trade military 
technologies.” While obviously encouraging, such transactions or the avail- 
ability of quality Israeli products of themselves are not enough to overcome 
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the obstacles, mostly economic but also political, involved in bidding for con- 
tracts in the Western industrialized countries. 

Consequently, the Third World has become Israel’s principal target for con- 
ventional weapons transfers, and it is here that the brand of arms export di- 
plomacy practiced by Israel has been most successful, at least until recently. 
This concentration derives in part from a shift in Israel’s own diplomatic ori- 
entation. In the early period of Israel’s history, a primary consideration in 
Israeli foreign policy was a country’s ability to provide arms, hence the strong 
Western bias. That predisposition toward United States and European trading 
partners remains, but there is also an interest in the non-Western world be- 
cause some of the emphasis now is upon the ability of a target country to im- 
port and absorb military transfers from Israel. 

The reasons for this shift have to do mostly with conditions in the Third 

World. The developing areas, also referred to as the “less developed coun- 

tries” or LDCs, as a whole constitute a zone of growing armament and mil- 

itarization. In the past decade the volume of major weapons to the Third 

World countries has risen by more than 300 percent.?” Arms imports jumped 

from $6.2 billion at the end of the 1960s to $15.5 billion (in constant dollars) 

in 1978.78 Statistics indicate that in 1979 alone Third World countries imported 

$19.3 billion worth of arms as part of their defense effort; this accounted 

for 81 percent of the world arms trade that year.*° A breakdown of this figure 

by principal region and share of the trade shows the Middle East leading ($7.3 

billion, or 34 percent), followed by Africa ($4.2 billion, or 19 percent) and 

Latin America ($1.5 billion, or 7 percent).?! Altogether, the Third World’s 

share of total arms imports for the period 1979-1981 remained in the vicini- 

ty of 62 percent. 

The result is a steady expansion of military capabilities and appetites, caus- 

ing Third World countries to commit as great an allocation of resources for 

defense as for social programs.*” Those with military governments are even 

more inclined to stress military readiness and budget. For all of them, the 

effect of foreclosing the nuclear option is to spur their interest in conventional 

weapons readily available on the open market. Similarly, the effect of the 

Falklands war was to embolden Third World countries to move up the tech- 

nological scale in their arms purchases. More and more LDCs are choosing 

to diversify their own sources of arms supply, as evidenced statistically.*? 

The unsettled politics of these regions, both internal and interstate, lies be- 

hind the rush to arms procurement. Political factors include: the multiplica- 

tion of new states; more nations wanting more arms; internal instability, 

matched in many cases by tense external relationships; weapons levels com- 

monly interpreted as a symbol of national status and strength; and rapid at- 

trition of weaponry which creates the incentives for acquiring newer and larger 

arsenals. These general characteristics are true throughout the Third World, 

and suggest why Israel, in offering a cost-effective alternative, is qualified 
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to meet their needs. Since relatively few of these countries possess either the 

resources or the skilled manpower to support large quantities of advanced 

technology weapons a substantial market for traditional weapons is virtual- 

ly assured.** Therefore, relatively cheap, highly mobile, easily operable con- 

ventional weapons will continue to represent the core of Israel’s sales to the 

LDCs. 

THE AMERICAS 

Taken as a region Latin America looms quite large in the Israeli arms sales 

picture. Here Israel appears to enjoy some distinct advantages. For one thing, 

Latin American weapons imports from all sources were up 608 percent in a 

decade.*> Second, it is the only area of the Third World where the majority 

of states — twenty-one — maintain diplomatic and trade relations with Israel.*° 

Total trade with the Americas (excluding the United States) stood at $290.4 

million in 1980 and at $316 million in 1981, of which Israeli exports amounted 

to $161.3 million and $157.5 million in each of the respective years.?” Weapons 

transfers may not be fully reflected in these figures since Latin America is 

alleged to buy anywhere from one-third to one-half of Israel’s arms exports,*® 

which may also explain why the directory of Israeli military factories and their 

products circulated among overseas clients by the government is published 

in two editions — English and Spanish. 

Israel’s efforts in Central and South America owe to more than momen- 

tary openings. Indeed, nowhere is the full mix of incentives for Israel to en- 

gage in arms diplomacy better reflected than in the case of the Americas. First, 

Israel is not a newcomer to the region, having been a supplier of military as- 

sistance to South American countries since the 1950s. Second, these countries 

provide an open market, encouraging a greater diversity of suppliers than in 

any other region. Third, their rush to arm is traceable to a relatively low state 

of military preparedness; the profusion of military and authoritarian regimes; 

and the range of contingencies for intraregional conflict, whether due to sub- 

versive movements, border disputes, or traditional territorial claims. 

Fourth, from Israel’s standpoint the incentives to satisfy this urge by Latin 

American governments to modernize their armed forces are, first and fore- 
most, political. Israel has no vital strategic or military interests in Latin Amer- 
ica, yet is concerned about both the East-West regional balance and P.L.O.- 
Arab penetration. And while it is certainly true that military sales provide 
Israel with an entree into civilian markets, they have figured in the past more 
importantly in preserving ties with Jewish communities in Latin America. Sta- 
tistically, whether coincidental or not, it is noteworthy that some of Israel’s 
largest regional arms clients are also those with substantial Jewish popula- 
tions: 140,000 in Brazil, 30,000 in Chile, 50,000 in Uruguay, 12,000 in both 
Colombia and Venezuela, 5,000 in Peru and 300,000 Jews in Argentina.®° 
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Their well-being is one obvious source of concern. But Jerusalem is equally 
sensitive to the diplomatic dimension, employing this valuable military rela- 
tionship to wage a campaign against possible anti-Jewish and anti-Israel in- 
fluences, including the resident Arab communities, Arab League representa- 
tives and, on an institutional level, clergy whose impact on the attitudes and 
political belief systems of the predominantly Roman Catholic population is 
considerable. 

CENTRAL AMERICA 

The Caribbean basin, too, has become a zone of accelerated militarization 
in the 1980s under the combined weight of Marxist revolution, terrorism, and 
subversion. Israel entered the Central American arms market already in the 

1950s when it furnished small arms to the Somoza regime in Nicaragua. Such 

aid owed nothing to affinity for the regime but arose primarily from the tradi- 
tional friendship and support at the state level for Israel in world forums 

shown by countries like Nicaragua, Costa Rica, and the Dominican Republic 

ever since the historic 1947 U.N. General Assembly resolution in favor of Jew- 

ish statehood. Israel’s involvement deepened in the late 1970s when it moved 

into markets vacated by the United States, becoming the largest supplier of 

infantry equipment to El Salvador and Guatemala.“ It also filled a compara- 

ble role for human rights non-violators such as Costa Rica and Honduras, 

which made effective use of the Arava transport aircraft in counterinsurgency 

actions against guerrilla forces in densely forested areas. 

If Israeli transfers clashed with the U.S. policy of denying aid to suspected 

human rights violators during that period, today there is a greater identity of 

interests following a restatement of America’s position by President Reagan: 

When countries must divert their scarce resources from economic development 
in order to fight imported terrorism or guerrilla warfare . . . security assistance, 
therefore, is an integral part of our aid policy with respect to Latin America and 
the developing world in general.** 

This policy is also reflected by the strong recommendation of the Kissinger 

Commission on Central America calling for a significant increase in military 

assistance for the region. Both countries presently are engaged in a parallel 

effort to strengthen conservative forces in Central America through a com- 

bination of fostering economic development and assisting with security con- 

cerns. 
The shift in American thinking since the Carter administration is much 

closer to Israel’s own policy toward the Americas for many years, and makes 

it easier for Israel to operate in the area. As part of its enlarged military train- 

ing missions and role as a supplier of arms to Central America, Israel has of- 

fered to share stocks of arms captured in Lebanon, assisted intelligence 
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activities in Costa Rica and Guatemala, and reportedly trained government 

forces in both of those countries as well as in Honduras and El Salvador to 

combat antigovernment insurgents.*? 
Israel reportedly is among the largest secondary suppliers to Central Ameri- 

ca. This is partly the result of longstanding military relationships, and part- 

ly the result of more recent developments in the area as well as an expanded 

Israeli conception of its security interests. The latter was best reflected perhaps 

by the arrival in December, 1982, of then Defense Minister Sharon for talks 

with Honduran government officials and military leaders; his visit led to con- 

siderable speculation as to future military cooperation between Israel and the 

governments of Central America, possibly with the U.S. brokering and in- 

directly supporting this stronger Israeli presence. 

The choice of Honduras may have been made for more than symbolic rea- 

sons. Although most of Honduran military needs are filled by the United 

States, arms deals of a modest nature had been concluded with Israel in pre- 

vious years; its leaders are vitally concerned at the inability of the United 

States to contain revolutionary forces backed by Nicaragua and Cuba in the 

arc of instability surrounding Honduras; and they therefore are permitting 

the country to serve as a Western base for counterinsurgents, training, prepo- 

sitioning supplies, and intelligence activities while at the same time seeking 
to diversify their own sources of supply.** 

Should Israel continue to deepen its military commitment in the Caribbean, 

Costa Rica is a logical candidate as a second base of operations. Israel en- 

joys warm relations with Costa Rica, as seen by the decision in 1983 to ac- 

knowledge Jerusalem as Israel’s official capital and by the cordial reception 

given Foreign Minister Shamir in San Jose in October, 1982. More impor- 

tant is the anxiety of tiny Costa Rica at the political intentions of Nicaragua, 

with which it shares a long border. Lacking a regular army, Costa Rica has 

been seeking the help of other countries in improving the defense capabilities 

of its small internal security force.** These arms needs, however, are quite 

modest. 

El Salvador’s, by contrast, are much greater, and it is apparently the largest 

consumer of Israeli arms and aid in Central America—6 percent of Israel’s 

military exports, 80 percent of El Salvador’s defense imports.** The bilateral 

military relationship, prominent in the mid-1970s, has become increasingly 

so, again due to regional developments stemming from the Sandinista seizure 
of power in July, 1979, which not only changed Nicaragua internally but upset 
the regional balance and threatens the regimes of countries like El Salvador 
in immediate or close proximity to Nicaragua. In coping with this dual security 
threat, fighting a prolonged civil war, and at the same time bolstering exter- 
nal defenses, military officials in El Salvador have openly expressed confi- 
dence that Israel, among other friendly nations, would volunteer military as- 
sistance.*® 
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Other Central American countries with which Israel at one time or another 

has had small-scale arms supply relationships include the Dominican Repub- 

lic, Guatemala, Haiti, Mexico, and Panama. Nicaragua, prior to the 1979 

overthrow of the Somoza dynasty by the Sandinistas, provided Israel with 

its best opportunity in the region. Since then, even though that outlet has been 

shut, the threat posed by the new regime in Managua to other countries in 

the area indirectly has served to provide Israel with new and unprecedented 

potential opportunities (Table 7.1). 

Table 7.1. Arms Deliveries to Central America, 1970-1983. 

Costa Rica National guard training 
Small arms 

Dominican Republic Uzi submachine guns 
El Salvador 11-25 Arava (STOL) transports 

24  Fouga Magister trainers and Ouregan fighters 
80-mm. rocket launchers 
Uzi submachine guns 
Ammunition, spare parts (including captured stores) 

Guatemala 10-17. Arava (STOL) transports 

Armored cars 
10,000 Galil assault rifles 

5 Mobile field kitchens 
Intelligence and training 
Helmets and infantry equipment 

Kfir fighter planes 
Haiti Light arms and ammunition 

Honduras 12. Kfir fighter planes 
Uzi and Galil guns 

6 Arava (STOL) transports 
Westwind reconnaissance plane 

5 Coastal patrol boats 
16 Super Mystere planes 
14 Armored cars 

Mortars 

Mexico 10 Arava (STOL) transports 

Armored cars and troop carriers 

Nicaragua 2 Arava (STOL) transports 
Rifles, ammunition 

Patrol boats 
Radio equipment 
T-54 and T-55 tanks 

Panama Radar and communications systems 

1 Westwind reconnaissance plane 

Pe 

Derived from SIPRI Yearbook, 1980, 1981, 1982; IISS, The Military Balance, 1979-1980 through 1983-1984; 

Jane’s; International Defense Review; Defense and Foreign A fairs; The New York Times; Washington Post; 

Cynthia Arnson, “Israel and Central America,” New Outlook, vol. 27, no. 3-4 (March/April 1984), pp. 19-22; 

Khadashot, 8 June 1984, pp. 56-57. 
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For all of their apparent success, however, military relationships with the 

Central American republics have recently begun to pose challenges for Israeli 

arms diplomacy. Briefly, these center on political and economic assumptions. 

In previous years, with few exceptions, Israel held to the principle of selling 

only to legitimate regimes and avoiding involvement in internal struggles in 

countries with which it maintains normal relations. The civil war in El 

Salvador, for instance, or reported Israeli support of the Contras fighting the 

Sandinista regime in Nicaragua sorely test such principles. Such persistent ru- 

mors regarding covert activity and arms supplies, moreover, serve to put Israel 

on the defensive in terms of its image and international standing.*’ Third, 

the Central American market conceivably could dry up as quickly as it sur- 

faced, especially if efforts at peace mediation such as those by the Contadora 

group were to succeed in putting a freeze on arms shipments and in negotiating 

the withdrawal of all foreign troops and military advisers from the region. 

Fourth, the United States, when it wants to, effectively dominates this arms 

market in its backyard. Lastly, as clients, the Central American states share 

one final characteristic: their arms needs are on a modest scale. Costa Rica 

in 1983, for example, decided to increase military spending by 30 percent: 

$3 million in aid from the United States, plus another $1 million in purchases 
from five other nations.** Therefore, while Jerusalem can claim to see political 

dividends from its military relationships with Central America, the region’s 

imports of services rather than direct arms hardware suggest that the economic 

reward for Israel is quite marginal. 

SOUTH AMERICA 

The southern tier of Latin American states presents a somewhat different 

configuration: the military relationship stresses Israeli aid of the more direct 

and material kind, and is characterized by large weapons transfers. Recent 

openings were made possible because of a reorientation in U.S. policy. On 
the one hand, Jerusalem explains its arms transfers as serving the larger Amer- 
ican goal of containing Communist subversion in the southern hemisphere; 
at the same time Israel has jumped in to fill some of the void caused by a 
drop in the U.S. share of the Latin American arms market in the late 1970s 
from 70 to 20 percent.*? 

Argentina is by far the largest South American customer, absorbing near- 
ly 30 percent of Israeli weapons transfers during the 1970s,°° and has been 
set aside for separate analysis. But, again, diversification has ensured more 
or less regularized military relationships with a number of other South Ameri- 
can countries (Table 7.2). 

Contrary to the generally accepted view that the shared status of Brazil and 
Israel as the two leading suppliers of arms to the Third World precludes their 
having any supply relationship of their own, in March, 1984, the Brazilian 
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Table 7.2. Arms Deliveries to South America, 1970-1983. 

Argentina Gabriel missiles 
Military uniforms and gear 

48  Nesher (“Dagger”, or Mirage III) combat aircraft 
Shafrir missiles 

4 Coastal patrol boats 
30 Skyhawk jet fighters 

Fire control systems 
Parachutes 
Mobile field hospitals 

Bolivia 6 Arava (STOL) transports 
24 _~=iK fir fighter planes 

Brazil Helicopters 
Gabriel missiles 

Chile 6 Reshef class fast patrol boats 
Shafrir air-to-air missiles 
Radar systems 

Light arms and ammunition 
Mobile field hospitals 
Fire control systems 

Colombia 3. Arava (STOL) transports 
12 Kfir fighter planes 

Gabriel missiles 
Field artillery pieces 
Tanks 
Airplane maintenance equipment 

Ecuador Barak anti-missile missiles 
Rockets, explosives, ammunition 

12-24  Kfir fighter planes 
Field kitchens 
Armored personnel carriers 

9-10 Arava (STOL) transports 
Paraguay 6 Arava (STOL) transports 
Peru Small arms and ammunition 

Radio equipment 

Venezuela 24 ~#Kfir fighter planes 
3. Arava (STOL) transports 

Rubber boats 
Multiple rocket launchers 
Tactical communications equipment 

See ee 

Derived from SIPRI Yearbooks; IIIS, Defense and Foreign Affairs; Khadashot, 8 June 

1984; Steinberg, in Ball and Leitenberg, p. 296. 

naval command announced its intention to purchase Gabriel missiles from 

Israel, in addition to eight helicopters bought in 1982 from Israeli surplus 

stocks.5! The following month it was reported that Ecuador would be buy- 

ing Barak missiles for its navy.*? Also in 1984 defense contractors like the 

IAI joined other Israeli industrialists in pressing the government to conclude 

negotiations with Colombia whereby the latter would agree to oil shipments 
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in exchange for a variety of military as well as nonmilitary Israeli goods and 

services.*? 
In terms of the future, however, Israel’s prospects for further arms sales 

to South America are dependent on the ability of these regional customers 

to put their economic houses in order. The current international banking and 

debt crises are centered in Latin America; and some of Israel’s biggest arms 

clients have been unable to manage the burden of paying interest on existing 

international loans (Table 7.3). Most of these countries must undertake severe 

remedial measures, either voluntarily or in the face of international pressures, 

if they are to improve their economic performance. A logical budget item for 

trimming is defense expenditure, which would necessitate cancelling arms 

buildup programs and foreign defense imports. 

It is harder to deal in regional characteristics or patterns when referring 

to Africa or Asia. One distinction between Africa, on the one hand, as op- 

posed to Latin America and Asia, on the other, is the geographical factor. 

Only in the case of the former does geographic proximity argue for military 

aid as a cushion against the diplomatic isolation caused by Arab and Muslim 

pressures within the narrower context of the Arab-Israeli conflict, whereas 

in the latter regions these considerations take second place to the larger, sys- 

temic struggle. There Israel becomes a participant in the East-West confron- 

tation and justifies its arms transfers accordingly. 

AFRICA 

In the instance of Africa defense ties with Israel were already deep and 
rather significant in the 1960s. Those inroads were attributable to a combina- 
tion of factors: revolutionary changes in the map and politics of the conti- 
nent plus Israel’s accurate as well as early perception of the opportunities these 
changes posed. But then followed more than a decade of strained ties during 
which Israel’s presence fell to eight diplomatic missions on the continent when 
African leaders abandoned Israel as the condition for Arab monetary aid. 
The situation in the 1980s would seem to present Israeli military sales diplo- 
macy with renewed opportunities. Aside from African disillusionment with 
Arab performance as opposed to verbal pledges, sub-Saharan Africa remains 
the least heavily armed region of the world. 

This has begun to change, however. Africa as a whole registered the largest 
average annual rate of increase (33.37 percent) in arms imports as compared 
to the other regions between 1971-1980.54 Postcolonial insecurities, unresolved 
boundary disputes, and ethnic irredentism are but a few of the causes for the 
current trend toward increased military expenditures by each of the African 
nations. It is a response to deeper regional problems, marked by the rise of 
intervention and a decaying security system. Other symptoms include: eco- 
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Table 7.3. Leading Debtor Nations in South America. 

a 

TOTAL 

EXTERNAL DEBT 
COUNTRY ($ BILLION) 

Brazil 92 

Mexico 87 

Argentina 43.6 
Venezuela 34.5 

Chile 17.9 

Peru 12.6 

Colombia 11.8 

Ecuador 6.7 

Bolivia 4.4 

From Jerusalem Post, 3 May 1984. Reprinted with permission. 

nomic stagnation, political fragmentation, growing disparities in military 

power, the accelerating import of arms, the erosion of regional norms, and 

the manifest incapacity of the Organization of African Unity to cope with 

threats to regional stability, all of which encourage resort to force.** 

In terms of individual countries, South Africa stands out as the single larg- 

est customer. It is thought to have been the purchaser of 35 percent of all 

Israeli arms sold in the years 1970-1979.°° The arms flow is one explanation 

for the balance of trade between the two countries —in 1981 Israeli imports 

were $104.2 million, exports $101.2 million.’’ Both because of its distinctive- 

ness within African politics and its salience for Israeli arms diplomacy, South 

Africa has been selected for separate analysis in the following chapter. 

Sub-Saharan Africa lends itself to Israel’s preferred strategy of market di- 

versification. The Central African Republic, Ethiopia, Ghana, the Ivory 

Coast, Kenya, Nigeria, Tanzania, Uganda, Zaire, and Zambia are regarded 

as having been recipients at one time or another of military assistance from 

Israel. Other clients are said to include Gabon, possibly Chad. With a re- 

sumption of ties, Liberia is added to the list (Table 7.4). The listing is a par- 

tial one and not fully reflective since it mentions only identifiable transfers 

and omits military aid other than direct hardware, as in the instance of Ugan- 

da perhaps; nor does it include South Africa. 
Neither can the listing as yet give tangible expression to the emerging mili- 

tary relationships begun recently, such as with Zaire (also to be dealt with 
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Table 7.4. Arms Deliveries to Africa, 1970-1983. 

iy ie a ee 

Ciskei 1. Westwind reconnaissance plane 

Ethiopia Light weapons, mortars, ammunition 

Ghana Uniforms 
Fire-fighting equipment 

Kenya 2 Missile boats 
Sea-to-sea Gabriel missiles 
Uniforms and military gear 
Mobile field kitchens and hospitals 
Airplane maintenance equipment 

Liberia 4 Arava (STOL) transports 
Morocco Armored personnel carriers 

AMX tanks 
Nigeria Oil tanker trucks 

Fire-fighting trucks 
Uniforms, infantry equipment 
Field kitchens and hospitals 

Swaziland 1 Arava (STOL) transport 
Tanzania Field kitchens and hospitals 
Uganda _ 10 Sherman tanks 
Zaire Galil, Uzi, M-16, Kalachnikov rifles 

Tents and sleeping bags 
Rifle and artillery shells 
T-54 tanks 

Zimbabwe 11-15 Bell helicopters 

From Jerusalem Post, 3 May 1984. Reprinted with permission. 

separately in the next chapter) or with Liberia. At the time of writing, the 

only confirmed transaction was agreed upon in September, 1983, whereby 

Liberia contracted to pay $10 million to IAI for 4 Arava transport planes.**® 

That Liberia is greatly interested in Israel’s defense products can be inferred 

from President Samuel Doe’s tour of several military plants and army facilities 

during a state visit to Israel in August, 1983, at which time Israeli-Liberian 

ties were renewed.*? On that occasion Foreign Minister Shamir assured Doe 

that Israel is ready to help African friends protect their security against ag- 

gressors. 

Tangible evidence of this commitment in the past may help to explain Is- 

rael’s unique military relationships with countries like Morocco and Ethiopia. 
In the case of the former, the secret transfer some years ago of armor no 

longer used by the IDF may have been carried out in accordance with Israeli 

goals of: (a) seeing a moderate Arab, pro-Western monarchy remain stable 

in the face of such external threats as Nasserist Egypt, Algeria, Libya, or the 
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Polisario movement; (b) assuring the continued liberal policy toward the emi- 
gration of Jews from Morocco maintained for many years by King Hassan. 

The same interests governed the Israeli arms supply policy toward Ethiopia 
during the final years of Emperor Haile Selassie’s reign. Dictated by larger 
strategic concerns in the Red Sea-Horn of Africa area (freedom of naviga- 
tion, containing both Soviet and Egyptian expansion southward), this policy 
persisted despite the fact that Ethiopia broke relations during the 1973 war. 
Israel continued to provide weapons and advisers to Addis Ababa in its strug- 
gles against Eritrea and in the Ogaden War with Somalia. As late as 1977 
Israel supplied bombs and ammunition; Israeli mechanics kept U.S.-made 
F-5 fighter planes in service, enabling the Ethiopian airforce to combat So- 
malia’s advantage in armor.*! A similar desire to ensure against Libyan dom- 
ination in North Africa at least would make reports from foreign sources of 
Israeli arms and even technical advisers in Chad on the side of the constituted 
government in N’djamena comprehensible. 

ASIA 

One step further removed, Asia poses both opportunity and challenge to 

Israel. So great is the geographical spread of nations that it fits perfectly the 

Israeli formula of diversificiation. At the same time so distinctive is each of 

the Asian countries in terms of political and security concerns that it is im- 

possible to speak of an integrated regional approach by Jerusalem. Rather, 

arms sales continue to be made, as they have since the fifties, when, for ex- 

ample, two frigates were sold to Ceylon, on a country-by-country basis. Asian 

countries — both trading partners and reported recipients of military aid in 

the past —include Indonesia, Malaysia, the Philippines, Singapore, South 

Korea, Taiwan, and Thailand. Israeli exports (of which arms are a probable 

component) to some of these countries are substantial: $47.4 million in the 

case of Singapore, $25.6 million in the case of Taiwan.® In the absence of 

separate figures for classified arms sales such statistics on total exports serve 

as an important indicator of probability, although they may be inconclusive 

and even misleading. Thus Israeli exports in 1981 to Hong Kong ($216.8 mil- 

lion) and to Japan ($206 million)—two Asian trade partners not known to 

have a weapons transfer relationship with Israel — were the highest of all re- 

gionally. 
One pattern, however, which can be extracted from this listing is Israel’s 

success with countries of the Association of Southeast Asian Nations (ASEAN): 

the Philippines, Singapore, Indonesia, Malaysia, and Thailand. This five-na- 

tion ASEAN area is in many ways a natural target for commercial ties due 

to its economic growth rate and interest in high technology.™ Close trade rela- 

tions, and the presence of seven diplomatic missions in Asia, also provide the 

opening for some form of security assistance relationship, as well.°* Appre- 
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ciative of such opportunities, a number of Israeli companies have shown a 

growing desire to tap Far Eastern markets. One of these is Tadiran, three of 

whose five export categories are described as being in the security field and 

given as representing 70 to 80 percent of the company’s total exports. Due 

in large part to export difficulties experienced in 1982, Tadiran hoped to im- 

prove its 1983 sales performance by stressing the Far Eastern market, with 

exports there expected to reach $60 million, or some 30 percent of all its for- 

eign sales.°° 

Unlike Central America or Africa, arms procurement policies by these 

Asian countries owe much less to immediate conflict situations than to ef- 

forts to guarantee a constant state of preparedness (Table 7.5). 

Israel stands to benefit from several advantages in dealing with Asia: Arab 

and P.L.O. influence is not so prominent, and the governments of the region 

attempt to maintain a balanced position vis-a-vis Israel and the Middle East 

conflict; their dependence on Arab oil is lessening; they share a respect for 

Israel’s national determination and view it as a role model in defense readiness; 

finally, these countries are in the market for military technologies even more 

than for arms themselves.°’ Foreign Ministry officials appear altert to these 

Table 7.5. Arms Deliveries to Asia, 1970-1983. 

Australia Airplane parts 

Computer and communication systems 
Indonesia 18 Skyhawk planes 

Malaysia Gabriel missiles 

Skyhawk planes 
Mirage jet fighters 

New Zealand Military communications equipment 
Parachutes 
Rubber boats 

Papua-New Guinea 3 Arava planes 

Philippines Military gear 

Mobile field kitchens and hospitals 
Surveillance and radio equipment 

Singapore 155-mm. howitzers 

AMxX light tanks 
Gabriel missiles 
Military and infantry gear 
Troop carriers 

Taiwan Gabriel missiles 

Shafrir missiles 
Thailand Gabriel missiles 

Armored vehicles 
3 Arava (STOL) planes 

Fa a a a 8 i eee 
From Jerusalem Post, 3 May 1984, and international edition of JP, week 
ending 16 February 1985. Reprinted with permission. 
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opportunities for broadening trade, military, and technical cooperation with 

the Far East, and to strengthen Israel’s position among the countries of the 

region. This led the Ministry’s director-general, David Kimche, to visit the 

area in early 1984, with stopovers in Australia, Singapore, Thailand, and 

Japan. Returning from this mission, he expressed the opinion there was still 

insufficient awareness in Israel, especially in the business community, of po- 

tential markets for quality Israeli exports in Southeast Asia.°® 

A COMPOSITE CUSTOMER PROFILE 

The sheer number of recipients of Israeli military arms and assistance is 

in itself quite striking when one considers Israel’s formal diplomatic isola- 

tion. Estimates of countries dealing either openly or covertly with Israel vary. 

One local magazine has Israel selling arms to twenty-nine countries;®° another 

unofficial tabulation claims as many as fifty-one clients.”° Each of the two 

government-controlled defense manufacturers, IAI and IMI, admit to market- 

ing their products to more than forty countries, but without specifying which 

ones.’! These are conservative estimates given the unlikelihood of both lists 

being exactly identical.’ Nevertheless, assuming the actual number to be close 

to fifty, the figure compares most favorably with other suppliers, falling be- 

tween the U.S., with sixty-seven arms clients, and the Soviet Union, with 

twenty-eight confirmed recipients.” 

The numbers by themselves are insufficient. Despite the differences, geo- 

graphic and otherwise, among the customer countries, analysis of the data 

does provide a composite description of the type of client most conducive to 

Israeli marketing efforts. 

A typical purchaser is likely to be: 

e a Third World nation committed to development, 

e a government in power rather than dissident or rebel forces, 

e rightist in its political orientation, 

e not prominent within the Arab-Muslim bloc, 

e pursuing nonalignment although more inclined toward the U.S. and the 

West, 

e under a defense-conscious government. 

This latter attribute is in all probability linked to: 

¢ the local military being either the actual or proximate locus of power, 

e high defense expenditure,” 

¢ anexisting domestic arms-manufacturing capacity, or else plans to estab- 

lish one with outside assistance. 

Strong emphasis upon defense and a military buildup are the result of: 

e that country’s strategic value, 
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e the existence of a perceived security threat originating domestically or, if 

external, posed by a menacing neighbor country or an expansionist super- 

power, 
e the need for military aid in a hurry, 

e international criticism or isolation, 

e difficulties encountered in meeting its arms needs, 

° reluctance to become dependent upon a single source of supply, hence will- 

ing to do business with Israel and Israeli firms.’ 

From Israel’s standpoint the prospects for a meaningful military bilateral 

relationship are that much better if the country possesses any of several rein- 

forcing traits: 

e preferably if it has no cash flow problem, 

e alternatively, if it has and is prepared to exchange a strategic raw material 

vital for Israel’s own industrial and military needs. 

Nor would it hurt if, in addition, that country shares Israel’s concern at the 

power of an Arab, possibly Muslim, state or coalition of states. Also advan- 

tageous, though certainly not mandatory: 

e the Jewish factor, in the person of an active and influential local Jewish 

community, or a foreign policy seeking preferential treatment by American 

public opinion, 

e previous satisfactory experience with Israeli military assistance. 

A conservative foreign policy orientation and some degree of regional 

prominence would seem to be the characteristics shared by Israel’s principal 

clients. The highest frequency of convergent interests appears where the arms 

recipient, in addition to its poor international standing, is an inherently status 

quo country. Also noticeable is the success Israel has had in affiliating itself 

through defense sales with at least one rising regional power that can exer- 

cise considerable local and international influence on security issues affect- 

ing Israel. These have included West Germany in Europe, Iran in the Mid- 

dle East, Argentina in South America, and South Africa and Zaire in the 

southern and central African subsystems. To a lesser extent this is true of 

South Korea and Taiwan in East Asia as well. 

We believe Argentina and South Africa can serve as instructive case studies 

for profiling Israel’s supply relationships. They reflect some of the attributes 

sought by Jerusalem in prospective clients. Moreover, SIPRI listed them as 

the largest recipients of Israeli arms in the 1970s: 35 and 29 percent, respec- 
tively.” 

Straddling the major sea lanes and ocean resources in the Southern Cone 
between Cape Horn and the Cape of Good Hope, Argentina and South Africa 
are geopolitically and strategically vital to Western economic and security 
planning toward the end of this century. Israel regards itself as part of this 
global defense system. 
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In the author’s opinion, both Argentina and South Africa in the 1980s share 

other arms diplomacy prerequisites. Both give high priority to military pre- 

paredness against external threat and thus are in the market for fighter craft, 

missiles, and patrol boats, which are Israeli specialties. Both have presented 

no real problem in negotiating payment, perhaps because of their urgency 

or dependence and the difficulties in securing outside sources. Both have large 

and prosperous Jewish communities, members of which appear able to im- 

migrate to Israel with relatively few restrictions. In the case of Argentinian 

Jews, the government there tends to treat them, at Israel’s urging, as a relative- 

ly protected minority. Also, neither has shown any special affinity toward 

the Arab position on issues relating to the Arab-Israeli conflict. Nor has either 

country had cause to complain over the performance of weapons systems pur- 

chased from Israel. Lastly, both countries are defensive under the three-fold 

challenges of an internal threat, continental rivals, and international ostracism. 
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SPECIAL MILITARY 
RELATIONSHIPS 

So extensive and subject to change is the list of countries reached by Israeli 

military transfers that trying to identify them all is futile. Such compilations, 

then, are less than exhaustive; ultimately they are also misleading since in some 

instances arms dealings with a given client state proved brief, politically and 

economically marginal, or both. Nor do the listings tell us anything qualitative 

about Israel’s more lasting and serious bilateral military relationships. 

The following two chapters emphasize two types of exceptional clients: the 

pariah state and the patron. The former alludes to a loose grouping of coun- 

tries on the very fringe of the international community; the latter, to the 

United States, occupying the center of world politics. These fringe states are 

presently Israel’s largest arms outlet; the American defense market (to be ex- 

plored in the next chapter) and the mounting demand in the United States 

for sophisticated military technologies are seen as the key to the question of 

whether Israel in fact will remain a supplier of substance in the future as well. 

THE PARIAH NATIONS 

The pariah state is a reference to small and diplomatically weak nations 

the legitimacy of whose government or very sovereign state existence remains 

open to question. Such a state is perceived of by others, but also perceives 

of itself, as an international outcast. This sense of forced isolation determines 

its national security policy in several important ways: the pariah state is unlike- 

ly to be welcomed —at least not openly—as a valued ally. Nor does it take 

comfort from any permanent alliance willing to guarantee its security. Even 

should such a possibility arise, the pariah is reluctant to entrust vital interests 

to the goodwill of others, preferring to conduct diplomacy through temporary 

relationships with other pariahs based upon immediate, shared, concrete and 

mutual interests arising from common estrangement. 

References to the existence of this unique alignment of “pariah” states com- 
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prising the “Sixth World” have begun to appear recently in the literature.’ 

Among the other characteristics of “pariahtude,” we find the following sup- 

plementary definition: 

A nation with precarious, perhaps sole, sources of conventional-arms supply and 

which is too small or underdeveloped to provide a significant portion of its arms 

needs through indigenous production; also, very vulnerable in a crisis to cutoffs 

of spare parts or to denial of weapons resupply.” 

In other words, in keeping with political realism, the pariah nation will ac- 

cept military aid, when offered, from any quarter. Even then, such procure- 

ment is meant to gain time during which the isolated and threatened country 

strives to the maximum to assure its safety by enhancing its own defense 

capabilities. The error lies in considering the development of “weapons of 

mass destruction” as the sole “equalizer,”? whereas the redoubled efforts of 

such countries to rapidly expand local manufacture of conventional weapons 

are overlooked. ; 
It is here that Israel enters the picture by providing a model for others in 

similar circumstances. For all of its modern history the Jewish state has been 

part of this heterogeneous yet distinct group of countries thrown together by 

accident because of international or regional ostracism.* And its willingness 

to share some of this military knowledge and experience has paved the way 

for military relationships with most of the pariah countries. 

Their shared isolation provides the foundation for a general mutual assist- 

ance framework which supersedes ideological differences. Encountering seri- 

ous difficulties in obtaining assured and unconditional arms supplies because 

of their common diplomatic ostracism, the bloc of pariah countries have 

formed a floating coalition of sorts, with membership optional, nonbinding 

and, in the case of some, even temporary. This network of military supply 

and cooperation transcends both regional and political distinctions, and at 

the systemic level represents the seeds of a truly international defense pro- 

ductive process. For Israel especially this network affords a unique oppor- 

tunity to strengthen itself commercially as well as diplomatically by adjusting 

to political configurations as they emerge. 

Countries like Argentina, Chile, and El Salvador owe their recent member- 

ship in this grouping of pariah states to charges of authoritarian rule, repres- 

sion, and human rights violations. Despite their pro-Western orientation, they 

have had to face an arms embargo by such traditional suppliers as the United 

States and Great Britain. Iran, in its continuing war with Iraq, finds itself 

cut off from all the Muslim Arab states except for Libya and Syria, and from 

the United States. Its desperate quest for replacements and spare parts is the 

basis for rumors of clandestine orders from the Zionist enemy. 

Another pariah state with an arms procurement problem is Taiwan, which 

felt threatened by the U.S. decision in August, 1982 to phase out arms sales 

as part of Washington’s policy of rapprochement toward the People’s Repub- 
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lic of China.’ Taiwanese public reaction at the time included threats to seek 

arms aid from other sources, although observers doubted whether other 

potential suppliers would risk Chinese anger by making major sales arrange- 
ments with Taiwan. 

Western sensitivities toward Beijing explained their hesitancy to fill Tai- 

wan’s defense orders. Israel, not having formal ties with the PRC, was under 

no such restraint. Once Taiwan decided to respond by buying U.S. spare parts 

and by diversifying its outside sources, while at the same time using its 

economic strength to develop local arms production facilities, Israel can be 

of assistance in all three regards.® Again there was the element of precedent. 

Israel had established military ties with Taiwan in 1977, licensing production 

of its Gabriel-2 missiles.” Since then the Taiwanese authorities have bought 

the Shafrir air-to-air missile and are reported by SIPRI to exchange infor- 

mation on conventional weapons with Israel and South Africa.* Subnational 

groups like the Kurds in Iraq and the Maronites in Lebanon have also been 

armed in part by Israel; of late, United States officials cited $100 million in 

covert military aid provided in 1983 to Afghan insurgents by Saudi Arabia 

and other Arab countries, China and Israel.’ Here again, the need for arms 

as part of their local political struggle and the fact of diplomatic nonrecogni- 

tion provided the basis for short-term assistance. 

Perhaps a final general note on the informal relationship among pariah 

states is the prospect of an even more complicated relationship: trilateral and 

even multilateral, deriving from claims of the existence of circuituitous supply 

routes in order to avoid embarrassing diplomatic complications and possi- 

ble detection. Thus the use of third countries for resupply purposes, as in the 

instance of a reported contract by Argentina for six Corvettes to be con- 

structed under Israeli supervision but secured from South Africa.’? Simi- 

larly, The Economist claims that arms sent by Israel to Iran on at least one 

occasion were routed via Argentina.'! That the transregional axis has the po- 

tential for cooperation of global dimensions owes to still other reports such as 

in the Middle East, involving Israel, South Africa, and Taiwan in a project 

to produce Cruise-type missiles.*” 

As in most cases the “rules of the game” require that references in the press 

or elsewhere to such bilateral or trilateral relationships be played down by of- 

ficials. Yet they are an important and fascinating aspect of present day world 

politics in general and of Israel’s weapons transfer connections in particular. 

Four countries falling within this loose coalition have been singled out for 

separate comment: South Africa, Argentina, Iran, and Zaire. 

South Africa 

In attempting meaningful yet guarded relations with the Republic of South 

Africa, one of the first countries to extend it recognition in 1948, Israel is 

forced often to walk a political tightrope. For example, in 1961 Israel voted 
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on behalf of a U.N. resolution involving sanctions against South Africa only 

to have Pretoria retaliate by revoking Israeli exemption from commodity and 

transfer restrictions. Five years of quiet diplomacy were needed before the 

preferential status was reinstated, and political fences mended. 

Relations have since improved owing to what appears to be a two-tiered 

understanding between Jerusalem and Pretoria. Israel remains on record as 

dissociating itself from the apartheid practices. But at the same time Israeli 

leaders have sought constructive engagement with South Africa, in the belief 

that gradual liberalization is best encouraged from outside by persuasive 

rather than punitive measures. A second motivation are vital national interests 

coming under the twin heading of bilateral commerce and strategic coopera- 

tion. 

This is affirmed in Israel-South Africa trade which grew, according to the 

NY Times, in 1983 to $250 million.'* The Israeli daily, Haaretz, puts 1983- 

1984 investment in South African enterprises second only to that of Taiwan."* 

SIPRI analysts claim broader trade is accompanied by military ties, with 

South Africa having accounted for some 35 percent of Israeli defense sales 

before 1980.'* Relations intensified following a visit to Israel by Premier John 

Vorster in 1976.'*° The Economist suggests it was then that a wide-ranging 

agreement entered into effect which provided for economic, scientific, and 

industrial collaboration, with a joint committee set up to promote the pro- 

gram and to administer it.'? One plausible explanation for this renewed in- 

terest in Israel by Pretoria was its own increased sense of isolation during the 
1970s. 

South African vulnerability derived then as now from its minority white 

status at home and on the continent, leaving the country estranged from much 

of Africa. Insecurity was heightened by Soviet influence in nearby Angola, 

and by the arms boycott leveled against the regime in 1963 and again in 1977. 

In its favor, though, South Africa remains of immense value because of its 

mineral wealth. Indeed, much of the free world is dependent on Pretoria for 

assured supplies of such strategic items as chromium, manganese, nickel, ura- 

nium, diamonds, and gold, as well as copper, lead, zinc, tin, iron ore, and 

asbestos.'* All of these are necessary in high technology fields and without 

exception are not found in any appreciable quantity within Israel. 
This served the South Africans as leverage in fulfilling pressing arms re- 

quirements, as did the readiness of other countries to compete for contracts 
in defiance of international sanctions. Thus at various times France, Britain, 
the United States, and West Germany reportedly have stepped in as direct 
suppliers of conventional arms; at one stage France is identified as having 
supplied 53 percent of major arms transfers to South Africa.’ Pierre includes 
Israel in this list but only as a secondary supplier.”° SIPRI likewise gives South 
African purchases from Israel as limited to several missile boats, Gabriel mis- 
siles and small arms.?! 
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However, efforts by the Republic to circumvent the international ban on 

direct weapons transfers go beyond acquiring equipment abroad. The larger 

strategy aims at self-sufficiency through military induStrialization, with con- 

struction of defense plants inside the country facilitated by foreign licensing 

arrangements providing for coproduction of weapons locally. South Africa 

appears to have been remarkably successful. After reducing the proportion 

of its defense budget spent on imported arms from 70 percent in 1966 to a 

mere 15 percent in 1982, it now possesses the world’s tenth largest arms in- 

dustry.?? 

Changes in the Republic’s strategic doctrine might also be judged fortui- 

tous for Israel. One of the more important would seem to be an apprecia- 

tion for the kind of pocket navies and electronic warfare favored by Israel. 

Following termination of the Simonstown defense agreement with Britain and 

France’s cancellation of a contract for the supply of combat vessels, South 

African naval planners decided to shift their emphasis away from large blue- 

water ships deemed vulnerable to missile attacks. No longer willing to accept 

primary responsibility for defending the strategic Cape route on behalf of the 

West, they began to concentrate instead on protecting the country’s harbors 

and long coast line.”* To achieve this aim the building of a fleet of small, ver- 

satile, high-speed craft was authorized. Israeli military contractors, as con- 

firmed by the official South African publication, Panorama, successfully 

competed for some of the navy bids and have assisted both the state-owned 

Armscor as well as the Sandock-Austral shipyards in Durban.”* 

Nevertheless, officials on both sides deny the existence of a deeper military 

relationship. At the end of 1984 Foreign Minister Shamir would only describe 

Israel-South African relations as “normal,” while his counterpart, Roelof F. 

Botha, termed them “realistic” and cautioned against creating the impression 

they are very close “because it is not true.”** Yet in the face of studied silence 

and the absence of anything more authoritative either from Jerusalem or Pre- 

toria, reports continue to circulate in the Western media of cooperation in 

a range of defense areas.”° 

Were only a fraction of the persistent reports valid, it would still suffice 

to suggest several deeper insights into the South African connection. First, 

it is the dissimilarities between Israel and South Africa as much as their shared 

features which help to explain any ongoing relationship. Beginning with the 

latter, both societies preserve a strong sense of nationhood just as both feel 

themselves threatened within a hostile environment. Still, in our opinion it 

is the contrast which makes whatever security understanding as does exist both 

logical and reciprocal. Israel is geographically small, has scant material assets, 

and yet possesses a degree of sophistication in arms technology. South Africa, 

for its part, has a vast interior rich in natural resources, yet still has certain 

defense needs obtainable only from external sources. 

A second insight is the staying power of “pariah” states in the face of adver- 
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sity. Arms restraints selectively applied are only likely to have the opposite 

effect. Rather than compellence, such boycotts are the single most influen- 

tial stimulant for intensified weapons production. Confirmed by the separate 

experience of Israel and then South Africa, embargoes have been catalytic, 

encouraging the development of indigenous arms-making capabilities.*” Were 

it not for the French cutoff of aid to Israel or the half-hearted embargoes 

enforced against South Africa, their respective emergence as arms manufac- 

turers and then as arms exporters arguably would have been retarded. Third 

and directly related is the type of military assistance possibly rendered by Is- 

rael. What seems to work best is not the outright sale of large weapons sys- 

tems, but rather: (a) provision of the building blocks of modern weaponry — 

components, unfinished assemblies and dual-use technologies; (b) licensing 

and coproduction. Thus, for example, SIPRI mentions the building in South 

Africa of at least 9 Reshef-class vessels in recent years under license, while 

other reports refer to participation by Israeli firms in a variety of joint ven- 

tures.7* Common to all such references is the assumed contribution of fund- 

ing and materials by Pretoria, and of scientific know-how and practical ex- 

perience by Israel. 

A fourth insight lies in the diplomatic sphere and Israel’s place in African 

politics. The objective is to maintain a balanced policy of commercial trade 

and limited security assistance with South Africa and with the independent 

black African countries. That this may be feasible is encouraged by improved 

ties with Liberia. An even more instructive case perhaps is the emerging rela- 

tionship with Zaire. 

Zaire 

Israel’s relationship with Zaire illustrates both the potential for Israeli 

defense assistance to the less developed countries and the integration of arms 

diplomacy into Israel’s larger national interests. Zaire is the first black African 
country to have resumed diplomatic ties with Israel, exchanging ambassadors 
in May, 1982. Even before, commercial exports to Zaire had reached $4.5 
million in 1981. Despite its serious economic problems, Zaire has achieved 
a measure of political stability under President Mobutu. And yet it is badly 
in need of external assistance. American capital for the exploitation of its vast 
copper and cobalt resources is seen in Kinshasa as one of the best prospects, 
and one possibly to be fostered via Israel and the latter’s links to what Zairian 
officials apparently perceive of as Jewish banking houses within the interna- 
tional financial community. Consequently, as viewed in turn from J erusalem, 
Zaire is attractive on at least three counts. It is rich in gold, diamonds, oil, 
copper, uranium, and cobalt. If cultivated properly it could serve as both 
precedent and test case, providing the stimulus for a restoration of relations 
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with other African states as well. Zaire offers an opportunity for the kinds 

of projects which Israel over the last twenty years has tended to do best in 

the developing countries: agriculture and arms aid. , 

In an official visit to Zaire late in 1982, Foreign Minister Shamir proposed 

that Israeli experts help direct a number of large agricultural estates to be 

followed, at a second stage, the opening of branches and plants by Israeli in- 

dustrial firms in Zaire to handle the processing, packaging, and marketing 

of the produce. Three firms reported at the time to be making such plans were 

Koor, Solel Boneh, and Tahal which are remembered as having been active 

in the days of combined economic and military assistance to Iran. 

Israel became active again in Zaire in the military field in 1982. As early 

as March of that year, and without waiting for a formal announcement of 

a restoration of diplomatic ties, Israeli officers began instructing units of the 

army and training Mobutu’s own presidential guard; also it was confirmed 

that in 1982 Israel had sold $10 million in military supplies to Zaire.?® An 

Israeli team has completed a survey of Zaire’s defense needs for the next five 

years; its recommendations will serve as a guideline for arms purchases under 

the assumption that many of these needs will be secured from Israel.*° 

The Israeli-Zairian military relationship deepened early in 1983 in an ex- 

change of visits by Ariel Sharon and his counterpart in Kinshasa, Admiral 

Lomponda. That Zaire sought to diversify its range of acquisitions by involv- 

ing Israel most prominently in training and supplying the Zaire armed forces 

was revealed by Mobutu himself who, in January, said that Jerusalem would 

provide artillery, mortars, and communication equipment. Numerous reports 

circulated to the effect that the series of bilateral military accords included 

purchase of patrol boats, pilotless planes, a warning system for monitoring 

border incursions and air defenses, as well as equipment captured in Leba- 

non.*! The unique Israeli formula of combining agricultural and military pro- 

grams is demonstrated again in the approved plan for strengthening security 

in Zaire’s mineral rich southern Shaba province on the border with Angola 

by establishing a line of farming settlements similar to IDF paramilitary 

pioneering youth Nahal units to be manned by the elite Camaniola division 

armed and trained by Israeli officers. 

These efforts, in turn, smoothed the way for a significant diplomatic tri- 

umph for Israel when in January, 1984, Chaim Herzog paid an official state 

visit to Zaire, thus symbolizing his country’s renewed presence in Africa.” 

Besides showing the flag and countering the image of Israel as diplomatical- 

ly isolated, should the emerging relationship with Zaire deepen and extend 

into nonmilitary related areas an example can be provided to other African 

and Third World countries of the security benefits for them of renewing ties 

with Israel. The next relationship, with Argentina, demonstrates, among other 

things, Israeli reliability. 
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Argentina 

Argentina is regarded, along with South Africa and Brazil, as one of the 

three leading states in the South Atlantic with the potential for achieving Great 

Power status by the turn of the next century. Yet despite this chance at 

regional primacy and its longstanding disputes with neighboring countries, 

Argentina’s security problem is much more immediate and acute, deriving as 

it does from the 1982 confrontation with Great Britain over the Falkland 

(Malvinas) Islands. 

That defeat by superior British forces is a source of genuine embarrass: 

ment to Argentina, the more so as the military does not despair of eventually 

regaining control over the contested islands. In the aftermath of the crisis, 

Argentina has undertaken a major arms buildup, placing defense orders with 

several suppliers. Some reports indicated that the country’s leaders prompt- 

ly committed themselves in 1982-1983 to more than $1 billion in arms pur- 

chases, with Israel, France, and West Germany cited as principal suppliers.*° 

Israel’s military ties with Argentina extend through each of the three phases: 

before, during and since the war. While Argentina had secured some of its 

needs in earlier years from Israel, the latter’s value became most apparent at 

the height of the crisis when the Argentinian armed forces experienced serious 

shortages in many defense items. Even worse, traditional political allies like 

Peru, Venezuela, and Brazil were slow in responding.** 

During that critical time Israel’s response appears to have been both sub- 

stantial and comprehensive, to such an extent that it became the first small 

Third World arms manufacturer to act as a primary supplier of major and 

sophisticated weapons systems to a belligerent party during a military engage- 

ment, taking over a role heretofore the sole province of the major arms 

producers.*> Discretion, the suitability of the products required, and the fact 

of a pre-existing supply relationship, plus a willingness by both sides to ex- 

pand these ties, served to enhance Israel’s chances of meeting Argentinian 

needs for the prompt replacement of aircraft and missile systems. 

Among the items supplied by Israel during the crisis were quantities of 

Barak, Gabriel, and Shafrir missile systems.*° But its primary function was 

to help the Argentinian air force maintain a credible strike capability. In 

replacing lost aircraft, Israel is variously reported to have transferred from 

twenty to twenty-five Dagger planes (the Israeli version of the Mirage-III),°” 

along with some twenty-four to thirty American-built A-4 Skyhawk fighters.*® 

Spare parts and technical advisers appear to have been included as part of 

these transactions.°*? 

These arms transfer actions involved considerable risk, for Israel effectively 

challenged the Western alliance’s embargo against Argentina, caused friction 

with Britain, and ran counter to American policy during the Falklands war. 

What might have been Israeli motives? The least charitable explanation is that 

the flow of arms corresponded to the aggressive export-oriented character of 
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Israel’s general arms diplomacy with the emphasis upon seizing market op- 

portunities as they arise. 

Less commented upon, however, are other possible considerations. One 

is that through an expanding arms relationship the welfare of the local Argen- 

tinian Jewish community might be better ensured, although some Israelis and 

Argentinian Jews whose relatives apparently died at the hands of the military 

junta criticized this approach.*° Nevertheless, weapons transfers were re- 

portedly linked to the fate of Argentina’s Jews by Foreign Minister Shamir 

in the discussions he held in Buenos Aires in December, 1982. Second, Israeli 

aid may have served Western and American interests by preventing Argen- 

tina from turning in desperation to the Soviet Union.*! Third, Jerusalem may 

have tended to be more partial to the Argentinian position regarding the ad- 

jacent islands simply on the merits of the case. 

Fourth, aid to Argentina fits into the context of the pariah state floating 

coalition. Whatever transfers as were made in 1982 might have been under- 

taken for reasons other than the single military objective of aiding Argen- 

tina. For by going through with the arms deal, Israel did nothing so much 

as confirm its reputation as a dependable military ally and supplier. Instruc- 

tive in this regard were explanations of Israel’s position which stressed that 

while Israel would not undertake any new sales agreements while the fighting 

lasted, by the same token it would honor signed contracts for weapons. Lastly, 

Israeli-Argentinian military relations may possibly permit the network of 

isolated countries to pursue indirect and third party conduits. Two fairly re- 

cent possibilities are suggested by intimations that Argentina acted as a sup- 

plier to Honduras and the antiSandinista rebels, and, as a transit point for 

arms to Iran;*? in neither instance was it clear which country served as the 

supplier of origin. 

Iran 

The crash of a plane loaded with arms over the Soviet Union under mys- 

terious circumstances in July, 1981, led to speculation that it contained Israeli- 

supplied military equipment destined for Iran. On the surface such a Jeru- 

salem-Tehran connection defied logic and even bordered on the absurd when 

one recalls statements at the time by Ayatollah Khomeini condemning Zion- 

ism and encouraging his followers in the war effort against Iraq as “the road 

to liberating Jerusalem.” A closer look, however, does suggest reasons why 

a continuing relationship between the two countries might be plausible. 

One factor is circumstantial. The military invasion launched by Iraq in 1980 

found the Iranian regular army in a dangerously low state of preparedness 

as a result of the revolutionary purge of its ranks. Intensification of the pro- 

tracted Gulf war only increased Tehran’s rather desperate quest for arms sup- 

pliers. Its self-imposed isolation from traditional regional and superpower 

allies thus qualifies revolutionary Iran, with its pro-P.L.O. and anti-Zionist 
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stance, as both an international outcast and a candidate for arms from any 

quarter, including Israel. 

However, prior to 1979-1980 the basis for Israeli-Iranian military ties had 

depended on neither Tehran’s diplomatic isolation nor its sense of despera- 

tion. The origins of their relationship rather, had been positive and rested 

upon permanent geopolitical foundations. Under the Shah, Iran’s legitimacy 

and political orientation were unquestioned. The strategic interests of Wash- 

ington, Tehran, and Jerusalem essentially paralleled each other. The goals 

held in common during the decade of the seventies centered on resisting Soviet 

encroachment in the area, frustrating Iraqi expansionism, checking radical 

terrorism threatening both Israel and Iran, and bolstering moderate Arab 

regimes like those in Egypt and Jordan. American policy pledged itself to rais- 

ing the status of Iran to that of a predominant power in the Persian Gulf area. 

As a result, Iran, its purchasing power multiplied several times over by oil 

revenues, became the single largest purchaser of American arms; of the $11.4 

billion worth of arms sold by the United States in 1977, Iran accounted for 

$5.5 billion.*? In a sense, Israel came in on American coattails, riding the crest 

of Iran’s military expansion program. 

Still, Israel had succeeded in establishing a special tacit relationship with 

Iran by its own efforts some years earlier due to the fact that the Shah and 

his government shared Jerusalem’s concern about the spread of Nasserist in- 

fluence. The Shah also appreciated Israel’s qualifications for assisting primari- 

ly in Iran’s modernization and also in meeting some of its military needs. 

Israeli exports to Iran stood at $33 million in 1973; a year later they rose to 

$63 million and in 1975-1976 passed the $100 million mark. Trade statistics, 

which included military exports, presented a figure of nearly $200 million by 

1976-1977. These figures give some indication of just how important an arms 

market Iran had become for Israel at the time of the Shah’s downfall; another 

indication immediately thereafter was the forced layoff of workers and lower 

export sales by firms like Urdan previously engaged in producing for the Ira- 
nian army and air force. 

Commercial considerations aside, although weighty in themselves, the po- 

litical benefits for Israel were profound, beginning with a leap over the wall 

of Arab hostility, a breakthrough in regional ties, and the services of Iran 

as a listening post as well as counter to Egyptian, Syrian, and Iraqi radicalism. 

Not widely known was the fact that Israeli prime ministers from Ben-Gurion 

to Begin paid secret visits to Tehran for consultations with Iranian officials, 

including the Shah himself;** and the Israeli government enforced strict cen- 

sorship in preserving the tacit nature of these ties.** The Israeli mission in 
Tehran supervised the ongoing bilateral relationship in its military and non- 
military aspects. When integrated with economic and developmental assist- 
ance, military aid helped gain access for Israel to an assured, conveniently- 
placed supplier of oil, while preserving a no less important access route to 
the Jews of Iran. Not to be overlooked, finally, is that friendship with Iran 
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also contributed indirectly to an improved U.S.-Israeli understanding on the 

Middle East regional power balance. 

But fortunes were quickly reversed, and Israeli-Iranian relations reached 

their nadir immediately following the return of the Ayatollah Khomeini and 

the expulsion of Israeli personnel. The United States arms embargo imposed 

during the seizure of the American embassy and its staff, the purging by the 

Islamic tribunals of the country’s officer corps on the charge of loyalty to 

the Shah, together with the outbreak of fighting against Iraq in September, 

1980, and subsequent military defeats, provided evidence as to the deterio- 

rated state of the Iranian armed forces and their poor maintenance of the 

American planes, tanks, and other equipment received previously. Here again 

desperation, isolation from traditional suppliers, and the need for urgent re- 

supplying to prevent military defeat, as in the case of Argentina, force Iran’s 

new rulers to eschew ideology in favor of the pragmatism associated with the 

international arms trade. 
In October, 1980, in the second month of the Gulf war, the Begin govern- 

ment had already agreed to sell several hundred thousand dollars worth of 

spare tires for F-4 fighter planes.** In 1981, after the release of the American 

hostages, Israel is reported by SIPRI to have transferred to Iran, through in- 

direct channels, quantities of ammunition, refurbished jet engines, spare parts 

for U.S.-built M-48 tanks, and additional aircraft tires.*” In 1983 rumors per- 

sisted of ongoing supplies from Israel, valued at over $100 million.** This, 

at a time when the most generous estimates showed Iran possessing as few 

as thirty to forty operational aircraft while facing opposing Iraqi forces amply 

supplied by countries like France.*? In 1984, reports, emanating primarily 

from West German sources, referred to Israeli plans to deliver badly-needed 

supplies of anti-tank weapons; these same sources estimated that Israeli aid 

since the outbreak of the fighting may have amounted to nearly half a billion 

dollars by the end of 1983.°° 

The accuracy of such reports and the extent of Israeli help are but two of the 

questions which remain unverified. A third item of controversy is the extent to 

which clandestine supply activity by Israel is undertaken with the knowledge 

and prior consent of Washington. According to one credible account, the 

United States protested when, belatedly, it was informed of the initial transac- 

tions, causing a temporary cessation in the arms flow while the Islamic revo- 

lutionary guards continued to hold the Americans hostage; but once they were 

released in January, 1981, the weapons trade between Israel and Iran was re- 

sumed.®! When Ariel Sharon made public reference, and in the United States, 

to this recent arms relationship with the Khomeini regime, insisting in the pro- 

cess that it was done with American approval, he was criticized in Israel for 

seeking headlines and for exaggerating.°* A spokesman for Prime Minister 

Shamir denied that Israel is “selling arms nowadays to Iran.”** Yet other local 

sources were prepared to confirm that in the past, as opposed to “nowadays,” 

“inconsequential” material did reach Iran through indirect channels.** 
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What might be Israel’s motivation in aiding Khomeini’s Iran? First, there 

is one opinion which says that the weapons deliveries indeed have been small 

scale and that they were handled by small firms and by private or foreign arms 

dealers acting independently of the Israeli government and for particularistic 

rather than national interests. The thesis is difficult either to prove or dis- 

prove, and depends upon both specific information — quantities as well as 

quality of weapons —and one’s subjective impression of how successful bu- 

reaucracies are in closely coordinating and enforcing any given foreign policy 

decision. 

In any case the more cogent pro-arms-for-Iran argument lies in the realm 

of national interest and political realism. It begins by distinguishing between 

Iran the geopolitical fact and its regime. Israelis view Iran as strategically vital 

in two regards: (a) within the global context, in order to prevent Soviet 

southward expansion and breakthrough to the Gulf; (b) in terms of the Arab 

zone, in keeping not only Iraq but the Arab countries in general in a high 

state of alert. Arab-Persian centuries-old animosities coupled with the Islamic 

schism between Shi’a and Sunni branches force the Arab countries, particular- 

ly those with Sunni regimes, to turn their attention from Israel, on the western 

perimeter of the Arab world, to Iran on the east. Over time, the fanaticism 

of individual leaders must yield to transcendant historical, geographic and 
political circumstances. 

From both a systemic and a regional perspective, therefore, it may be in 

Israel’s strategic interest to have the Iran-Iraq war of attrition continue on 

a low flame indefinitely, thereby blunting Tehran’s fundamentalist revolu- 

tionary fervor while at the same time distracting Baghdad, even if only tem- 

porarily, from the anti-Israel “resistance front.” Clearly, victory for either 

side would upset all such neat and rational calculations, although arms, 

especially spare parts from Israel, can hardly provide Iran with the military 
means for a breakthrough. Such assistance, though, can enable the Iranians 
to defend themselves against both the Soviet and the Iraqi threat. Iran has 
a genuine need for defensive weapons and its present sources are limited; and, 
so the argument goes, better Israel as an arms source than anti-Western or 
anti-Zionist suppliers seeking to use this leverage to exercise a negative, as 
opposed to a moderating and stabilizing, influence over Iran.°5 

Furthermore, it can be argued of the Tehran government as well as of the 
Reagan administration that they “protesteth too much.” Ideological fervor 
and rhetoric aside, Khomeini and his people early on showed the cold realism 
which is the hallmark of pariah states no less than of great powers in con- 
senting to accept arms from Israel. Similarly, there are surely those in Wash- 
ington who, even as they tilt toward Iraq’s Sadam Husayn, can see the logic 
of Israel’s strategic view. And as a result they might be prepared to counte- 
nance clandestine weapons transfers, even of U.S.-made equipment, chan- 
neled by Israel as a hedge against losing Iran entirely or exposing a devastated, 
demoralized Iran to Communist pressure. 
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In sum, Iran, for all its recent upheavals, retains its geopolitical and stra- 
tegic importance for Israel. Nor have those earlier foundations which made 
an initial Israeli-Iranian political and military relationship possible been dis- 
lodged. A convergence of interests exists, with each still needing the other. 
So long as the Persian Gulf conflict remains stalemated, in itself satisfying 
Israel’s overall strategic position, and the Iranians are compelled to keep on 
a war footing through such means as large-scale arms imports, the supply rela- 
tionship with Israel, however incongruous on the surface, could endure. If 
so, it will not depend on goodwill but on the larger and permanent interests 
which hopefully will outlast Khomeini, his revolution, and regime, at which 
time there will be a possibility for Israeli statecraft to enlarge the existing 
minimal relationship with Iran and renew it at a strategic and ongoing level. 

The Potential Market 

Like international affairs, customers for Israeli arms are subject to political 

change and realignment. Renewed diplomatic, commercial, and military ex- 

changes with Zaire, should they actually materialize and encourage other 

black neighboring countries to do likewise, could signal improved prospects 

for Israel among the nations of Africa.** If regional isolation and arms pro- 

curement problems earmark a country for pariah status while leading it to 

view Israel and others like it as serious suppliers, then Zimbabwe could 

qualify, following the 1983 decision by the United States government to cut 

aid to that country by almost half.*” 

Taiwan becomes a logical candidate for intensified military trade and 

cooperation. At the end of 1983, for example, Taipei government officials 

suffered two successive military procurement setbacks. In November, Switzer- 

land refused two Swiss companies permission to deliver fifty tanks and air 

defense systems worth about $200 million;%* then the following month the 

Dutch government denied permits for the export of six conventional sub- 

marines contracted for by Taiwan.*® These actions stemmed from the wish 

of both Western European suppliers to improve political and trade relations 

with China, even if accomplished at the expense of Taiwan. Such reverses 

only strengthened Taipei’s resolve to increasingly develop its own arms manu- 

facturing capability; in 1982 an initial $150 million had already been allocated 

for research and development to produce a high-technology fighter within 

a decade, also advanced fighter aircraft engines. Such plans obviously im- 

plied interim arms suppliers of certain needed systems, particularly acquir- 

ing sophisticated technologies from abroad. This was as much as admitted 

by Taiwan’s defense minister who gave as an estimate the figure of approx- 

imately $1 billion which would be required to import high technology for use 

in advanced weaponry. Clearly, Israel would have both the interest and abili- 

ty to secure part of this market for itself. 
The Philippines, belatedly recognizing the threat of Communist insurgence, 
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has a need for basic logistical and communication equipment, including 

trucks, uniforms, ammunition, radio sets and spare parts for ground com- 

bat systems. Japan, were it to become less dependent on Middle East oil and 

less sensitive to OPEC pressures, might be a prospective customer for modest 

transactions with Israeli manufacturers. In 1984 Japan’s Prime Minister Nak- 

asone announced a plan to spend $13 billion in 1985 on new military equip- 

ment in order to improve its defenses against air and sea attacks.** 

There are signs of increased aid to Honduras arising from American and 

French hesitancy in supplying Honduran arms requests because of the lat- 

ter’s quarrel with Nicaragua. Already equipped with Galil rifles and Uzis as 

well as Arava and Super-Mystere planes from Israel, the Honduran Army 

would like to acquire fighter aircraft and is believed to have discussed an in- 

tensified supply relationship with Israel at the time of a visit by former 

Defense Minister Sharon to Tegucigalpa in December, 1982.°? Haiti, as part 

of its modernization program, is considering further orders from Israel’s in- 

ventory in the hope of long-term credits.° 

Consistent with this theme of fluidity in weapons transfer partnerships were 

reports early in 1983 of Israeli success in pursuing limited cooperation with 

one of its earlier clients, Ethiopia.** Such reports are prompted by the failure 

of Ethiopian troops armed and trained by Soviet Russia in campaigns against 

the Eritrean rebels. Should Israel in fact be invited by the Marxist regime of 

General Mengistu to replace some of the Soviet advisers, the results would 

not only improve Israel’s own position (a Tel-Aviv-Addis Ababa air route, 

the Falashan Jews) but could affect the strategic balance in the Horn of Africa 

in favor of the West. Mutuality of interests should not even preclude explora- 

tion of some of India’s defense requirements. 

Nor is it beyond the realm of possibility, given repeated references of late 

about deals concluded, for Israel to gain a share of the huge market for mil- 

itary hardware and technologies on mainland China.® Indeed, usually au- 

thoritative sources like Janes Defense Weekly estimated that the trade might 

already be as high as $3 billion.** China would appear to possess most if not 

all of the requisites and characteristics sought for by Israel in a client. The 
plight of the PRC derives from: a 1950s arsenal; lack of capital to buy quan- 
tities of the latest state-of-the-art systems; determination not to become de- 
pendent on foreign military supply nor to tie itself irrevocably to one super- 
power; industrialization programs, including indigenous arms manufacture; 
during the transition stage a need for parts used in both Soviet and Western 
armaments.°’ Again, propaganda and politics aside, Israel answers most of 
these needs. 

These examples of possible military relationships are offered merely as in- 
dicative of Israel’s potential. Success with any one of these countries might 
help not only to sustain its arms industry but would also further confirm the va- 
lidity of Israel’s market diversification policy in creating new Opportunities and 
new clients. Voice was given to this strategy by Prime Minister Peres in Sep- 
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tember, 1984. Upon presenting his National Unity Government, he pledged; 
“We shall work for closer ties with the European continent; we shall open 

wider the windows [of opportunity] created in Africa; we shall intensify the 

dialogue with Latin America, and we shall once again knock on great China’s 
door.”** But when Defense Minister Yitzhak Rabin was asked in more specific 

terms about the existence of an arms supply relationship in January, 1985, 

he replied rather disingenuously: “We don’t talk about any arms deals with 

countries that prefer not to agree to that. When it comes to China, well, of 

course, I deny it.”°? 

By right the United States ought to be included in the list of potential 

customers. But to treat the U.S. as simply another purchaser would touch 

only the surface of a far more complex relationship. The truth is that Wash- 

ington exercises a disproportionate influence on various aspects of current 

Israeli arms export diplomacy. Moreover, its stance — ranging from tolerance 

to determined opposition — will have considerable bearing on Israel’s future 

prospects in the conventional arms arena. It is for this reason that the role of 

the United States is reserved for separate discussion in the following chapter. 
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THE UNTAPPED U.S. MARKET 

Since trading in arms is a recognized form of politics among nations and is 

regarded therefore as an expression of sovereign will, Israel would very much 

wish to see itself as a free agent in the international arms market. Yet the more 

ambitious and sophisticated its defense sales have become the less freedom 

of maneuver and liberty of action does Israel possess on the key operational 

choices of what items to sell and to which clients. By having to secure prior 

consent from a second party, the United States, for the sale or transfer of 

weapons systems containing American components, Israel increasingly must 

contend with a special kind of restraint not found, certainly not to such an 

extent, in the weapons transfers policies of the other prominent suppliers. In- 

deed, it can be argued that no other element of Israeli external affairs calls 

into question its claim to independent action or underscores the serious ex- 

tent of Israel’s dependence on the United States. 

In analyzing the impact of the United States on Israel’s program of foreign 

military assistance and arms sales, one observation needs to be made at the 

outset. Whether in fact the U.S. government approves or disapproves of Is- 

raeli arms export diplomacy will depend upon two things: (a) the general state 

of relations between Jerusalem and Washington; (b) respective weapons trans- 

fer policies of the two countries, which can either parallel each other or sharp- 

ly diverge. 

Arms sales practices by Israel, like the supply by the United States to Israel 

of advanced weapon systems, are but one aspect of the far larger, multifaceted 

and delicate Israeli-American relationship.' Strains have been known to sur- 

face at times over broad policy matters, such as the Arab-Israeli conflict, the 

1982 Lebanon intervention and Middle East peacemaking procedures. The 

1973 arms airlift, the 1975 “reassessment,” refusal by Jimmy Carter in 1977 

to sanction an Israeli sale of planes with U.S. components to Ecuador, the 

AWACSs controversy, and the unprecedented suspension of arms already con- 

tracted for by Israel as a means of exerting political leverage on Jerusalem 

following the destruction of the Iraqi nuclear reactor in 1981 are other re- 

cent reminders of the close linkage between arms and policy, between Israel 

as a recipient and as a supplier. A further reminder, should it materialize, 

167 
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would be the political struggle over the proposed sale by Washington of mo- 

bile, improved Hawk missiles, Stinger anti-aircraft missiles or fighter aircraft 

to Jordan. 
The official U.S. attitude toward any particular Israeli mission or arms deal 

consequently could have as much to do with the prevailing atmosphere of gen- 

eral bilateral ties as with the actual merits of the case. It should be recalled 

in this connection that both the Carter and Reagan administrations chose to 

signal U.S. displeasure at independent moves on the part of Israel (settlement 

policy, Lebanon) by demonstrating America’s capacity for obstructing Israeli 

weapons transfer activities.* The result is to make Israeli arms diplomacy hos- 

tage to the larger questions of Israel’s place in American foreign policy and 

the nature of relationships between superior-subordinate states. 

Yet no small amount of friction over Israeli arms exports is the product 

of narrower differences with the United States in this specialized field of ac- 

tivity. It is these specific differences vis-a-vis the international arms trade 

which draw our attention in this chapter. 

Over the years Israel’s association with the United States has proven both 

an asset and a liability in terms of Israeli arms diplomacy. There are instances 

where identification with the United States and the West gave Israel a relative 

advantage. Weapons transfers to the Kurds and to Iran in the era of the Shah 

were expedited with the encouragement as well as the knowledge of officials 

in Washington because these flows of arms were regarded as fully consistent 

with America’s long-term regional strategy. The same was true of arms to the 

anti-Communist Somoza regime at a time of threatened Cuban activity in 

Central America, and is just as much a factor in the strategy of containing 

the Sandinistas. 

Similarly, the image enjoyed by Israel as a friend of the United States may 

have worked to improve its stature in the eyes of would-be clients who turned 

to Jerusalem as a conduit for the resale and re-export of American arms, and 

possibly as a source of influence on American congressional and public opin- 

ion in their quest for U.S. economic or military aid. The record, however, 

also suggests other cases where the American connection, and more specifical- 

ly Israel’s dependence on the United States, have been a drawback in attempts 

at pursuing and widening an independent course of arms export diplomacy. 

The United States enters the calculus of Israeli weapons transfer policy at 

essentially five sensitive points. The first instance is in the role of enthusiast, 

when, for a variety of reasons, policymakers in Washington may welcome 

Israel’s assuming arms relationships with certain select countries. 

THE UNITED STATES AS PROMOTER 

Acting through Israel as the immediate supplier of conventional arms pro- 
vides the U.S. with the type of “middle option” sought by bureaucrats and 
strategists in Washington in the post-Vietnam era under the Nixon doctrine 
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who find themselves subject to congressional restrictions. While they may not 
like to express appreciation of Israel’s role as such, operating essentially in 
concert with, and through, Israel represents the preferred choice between 

keeping a low profile and perhaps relying solely upon local forces usually ill- 

equipped and unprepared for the assignment, or, at the other extreme, becom- 
ing directly involved. 

When asked on one occasion whether the Reagan administration looked 

kindly on Israeli arms activities in the Americas, a high State Department of- 

ficial commented: “Absolutely. We’ve indicated we’re not unhappy they are 

helping out. But I wouldn’t say we and the Israelis have figured out together 

what to do.”’ Here the degree of tactical coordination matters less than the 

approval in principle. From an American standpoint this amounts to a mini- 

mal commitment. There is no direct U.S. involvement, and all that is required 

is a go-ahead, explicit or implicit, to Israeli leaders. Given this green light, 

Israeli military experts have been able to assist in combatting antigovernment 

insurgency in countries of concern for the United States as Costa Rica, El 

Salvador, Guatemala, and Honduras, where the press noted the activities of 

American and Israeli operatives.* 

This is most apt to happen when both sides are in basic accord and the pend- 

ing transaction satisfies their mutual interest, meeting Israel’s short-term dip- 

lomatic, security, or commercial needs while strengthening America’s regional 

or global position. The advantages to the United States are appreciable since 

tacit arrangements permit the U.S. to keep at a safe distance from Israel pub- 

licly; yet, the United States stands to benefit geopolitically: pro-Western states 

bolstered militarily and inflicting defeats upon Soviet-armed clients, the assur- 

ance that American equipment will be employed more effectively under Israeli 

supervision, etc. 

That American military specialists are cognizant of the contribution made 

by Israel’s own distinctive program of arms and assistance can be derived from 

a letter written in February, 1983, to President Reagan by more than 130 re- 

tired generals and admirals. The text, as published in The New York Times, 

cautioned: “If the free world doubts the actuality or the significance of these 

startling [Israeli] advances in weaponry and tactics, Moscow cannot afford 

to. .. . ”> Whatever the effect upon White House and Pentagon policy, such 

praise for Israel amounts to a free advertisement, and one likely to attract 

interested foreign customers. 

Nor does there appear presently to be any lack of situations or of customers 

for indirect American assistance via, or together with, Israel. The Americas, 

and the Caribbean in particular, are a premier case in point where the United 

States comes up against the limits of its own power. In 1982 and 1983 the 

Administration deepened its resolve to support friendly regimes in El Salva- 

dor, Guatemala, and Honduras, pledging emergency economic and military 

aid. Kissinger argued the need for a firm U.S. response, including the use of 

covert operations in order to retain America’s credibility elsewhere.® Congress, 
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however, expressed opposition to the unrestricted flow of arms, fearing this 

would be the first step, along with providing military advisers, toward direct 

military intervention by the United States.” Further limiting American free- 

dom of action was the refusal of its Western European allies to help in coun- 

tering stepped-up arms deliveries by the Soviet Union to Cuba and Nicaragua;* 

indeed, high administration officials expressed strong disappointment at 

France’s unilateral decision early in 1982 to sell arms to the Sandinistas in 

contrast to attempts by the United States to isolate them because of their al- 

leged support for leftist guerrillas in El Salvador.’ 

Perhaps due in part to these frustrations in supplementing American securi- 

ty assistance to friendly governments, senior Reagan administration officials 

let it be known in July, 1983, that at the request of the United States Israel 

had agreed to send weapons captured from the P.L.O. to Honduras for even- 

tual use by Nicaraguan rebels.'° Such confirmation of Israel in the role of 

proxy supplier is extremely rare. Yet it offers a glimpse into what may be other 

instances as well: Argentina, at least until the United States agreed to the re- 

sumption of arms sales; Chad, countering Libya; Taiwan, where the United 

States is torn by a predicament between planned sales of arms and the reper- 

cussions for Chinese-American relations of what Beijing warns would be a 

violation of an earlier 1982 agreement whereby sales to Taiwan would see pro- 

gressive yearly reductions;'! and Iran, where the question of whether America 

in fact privately condoned Israel’s re-export of U.S.-made equipment remains 

a matter of conjecture. 

American approval, admiration and encouragement for Israeli military as- 

sistance in support of larger U.S. and Western interests needs to be seen as 

a double-edged sword. To many, U.S.-Israeli global cooperation only fur- 

ther vindicates American assistance from 1948 to 1984 of over $30 billion as 

a worthwhile investment, while similarly demonstrating the “special relation- 

ship” between the two countries and their potential for working together on 

the basis of a strategic understanding covering shared interests and common 

goals.’ Unquestionably, a positive attitude in Washington toward Israeli mil- 

itary and scientific development leading to an active arms export program, 

whether to the United States or only to third countries, constitutes a major 

boost for the defense industries in Israel. 

The danger, however, lies in a possible excess of approval and encourage- 

ment. In other words, a United States paralyzed by a constitutional struggle 

between the executive and congressional branches, defensive in foreign af- 

fairs, fearing overseas entanglements yet no less fearful of Communist suc- 
cesses in Third World “arcs of crisis,” its conventional forces overextended, 
might feel itself called upon to press Israel to act as a proxy and surrogate 
arms supplier. At such a point U.S. encouragement might work negatively 
by, in turn, encouraging Israeli policymakers to throw caution to the winds 
and to abandon those few restraints on weapons transfers as presently exist. 
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Should it be so inclined, the United States, as the principal economic and dip- 
lomatic patron, certainly is not lacking leverage; the challenge for Israel, there- 
fore, will be in navigating between the Scylla of too warm an American re- 
sponse to arms sales by Israel and the Charybdis of Washington’s principled 
or selective disapproval. 

THE UNITED STATES AS CRITIC 

Israel and the United States have not always seen eye to eye on particular 
military sales, or, for that matter, on general principles governing conven- 
tional arms transfers. At such moments the United States impinges on Israel’s 
freedom to pursue an active arms diplomacy through its ability to pass judg- 
ment on Israeli actions. 

In this second capacity of critic of Israeli policy, the United States tends 

to set itself up as an arbiter of international arms conduct, judging not only 

Israel — although at times it seems particularly Israel —but other weapons sup- 

pliers as well by American standards. Here the emphasis shifts from common- 

alities and shared interests to fundamental differences: of scale, of outlook, 

of behavior patterns. 

Military transfers, however small in global terms, are regarded as vital by 

Israel; the United States, sometimes in the past has treated its own activities 

as secondary: important but something less than a national priority. Israel 

is driven more by immediate circumstance and short-term, concrete advan- 

tage; the United States, adopting a strategic and global frame of reference, 

sees the flow of arms in balance of power terms. Israel as an arms supplier 

appears clear-minded, consistent; the United States, ambivalent and not al- 

ways consistent. Israel’s sales policy shows continuity, being maintained through 

changes of government; that of the U.S. reflects the change from one admin- 

istration to another. Israel long sitice has made its peace with the contradic- 

tions between moral precepts and the realities of power. Students of U.S. for- 

eign relations insist that the American people and their leaders have yet to 

accomplish this reconciliation of values. 

Aspects of the contemporary moral dilemma in trafficking in arms were 

resolved earlier for Israel. “When a country friendly to Israel asks for help,” 

explained one unnamed Israeli official, “we don’t ask whether it is democratic 

or nondemocratic and we don’t ask about its motives.”’? Far from being cal- 

lous, cynical or amoral, such statements represent the collective insight garnered 

from over three decades of a precarious existence as a small, Jewish state in 

a hostile environment. 
In founding the state Ben-Gurion expressed Israel’s intention to maintain 

close ties of all kinds with other states irrespective of ideological differences 

and without sitting in judgment of their domestic forms of government. It 

was Ben-Gurion who again offered future leaders a second maxim of state- 
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craft relevant to arms diplomacy as well by pledging to do whatever necessary 

to ensure the survival of the Jewish people and the security of the Jewish State. 

In justifying the 1952 agreement to accept reparations from West Germany, 

Ben-Gurion drew a clear moral line. He was proposing “neither forgiveness 

nor wiping the slate clean.” Rather, his decision was “the final injunction of 

the inarticulate six million, the victims of Nazism whose very murder was a 

ringing cry for Israel to rise, to be strong and prosperous, to safeguard her 

peace and security, and so prevent such a disaster from ever again overwhelm- 

ing the Jewish people.”** The security of the Jewish people is itself a moral im- 

perative. This, for Israelis, has remained the highest moral and ethical principle. 

A third pillar of Israel’s moral stand on arms sales is offered in a comment 

attributed to Moshe Sharett, Israel’s first foreign minister, a critic of many 

of Ben-Gurion’s actions and someone identified with a moderate, more moral 

approach to foreign affairs. Sharett made the following ethical distinction: 

“A scattered and defenseless people can and, perhaps, must live only in the 

memories of the past... ” 

But, continued Sharett, 

a people which exercises political sovereignty over a territory of its own is ina 
very different category. . . . It must follow every shift in the balance of forces 
around it and in the world at large; it dare not neglect any opportunity of in- 
creasing its strength.’® 

As a result, Israel has achieved greater clarity as to ends and means. 
Whatever else its merits or demerits, this rationale for a fundamental pro- 

arms sales consensus is an attempt by Israel at rising above expediency and 
forging an approach rooted in practical morality and prudence. Statecraft 
consists of making careful, prudential judgments about lesser evil and greater 
good. Like any other country striving to uphold moral values in conducting 
foreign policy, Israel cannot avoid grappling with the same dilemmas of ends 
and means. Offering arms and military aid to countries charged with abus- 
ing human rights is regrettable, and not only because it may strain ties with 
the United States and damage Israel’s image abroad. Yet Israel’s weapons 
transfers are far from being indiscriminate. Sound reasons must exist political- 
ly, militarily, or economically for transferring the arms, despite the acknowl- 
edged negative side effects. 

The normalcy of the Jewish State, in short, cuts both ways. Israeli policies 
may disappoint those who from afar deal in moral absolutes. Such people, 
on the one hand, insist that Israel be strengthened, but on the other hand re- 
quire that it keep its hands spotlessly clean.*® Israeli political and military 
leaders, in facing the present challenges, must confront both political necessity 
and moral precepts. It is unrealistic if not unfair to ask them to unilaterally 
forego one of Israel’s principal advantages. Despite enemies, detractors, or 
stern judges, Jerusalem has been willing to bear the responsibilities of arms 
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export diplomacy as the price for increasing its presence and influence in the 

world. Moreover, practical Israeli salesmen remain capable of distinguishing 
between influence and interference. 

To Israelis today arms are the hard currency of foreign relations. They are 

part of the price Israel as a small state has to pay in moral currency, too, for 

the primacy of national security. Weapons, arrangements for their sale when 

feasible and where judged consistent with the national objective, and the types 

of military-political relationships they tend to foster may be one of modern 

Israel’s best answers to its moral, and political, imperative: not to submit to 

others in the determination and realization of vital interests. 

Supplementary justifications vary with the specific circumstances. Transfers 

to Argentina have been defended as a channel for interceding on behalf of 

the Jewish desaparecidos without compromising the already precarious con- 

dition of Argentine Jewry; also by noting that if Israel ceased selling to Buenos 

Aires its place would quickly be taken by other countries. As a result, succes- 

sive Israeli governments have not viewed military assistance and weapons 

transfers as either morally reprehensible or politically unacceptable. Israeli 

arms diplomacy thus reflects none of the oscillations of American arms policy 

during the Nixon-Carter-Reagan administrations. 

The divergence of Israeli and American views was widest perhaps during 

the Carter presidency especially following his announcement on 19 May, 1977, 

that conventional arms transfers would be regarded as an “exceptional” for- 

eign policy implement. The Carter policy of limiting the sale of American arms 

overseas, of urging unilateral restraint, of tying military aid to human rights 

performance, and of attempting to reduce international arms traffic met with 

mixed success. But as long as these guidelines remained official policy and 

reflected the president’s own position, they put Israel and the United States 

on a collision course, especially as the end of the seventies coincided with a 

dramatic rise in arms exports by Israel, not to mention larger policy differ- 

ences with the Begin government following the Sadat initiative. 

In contrast to attempts by President Carter to control U.S. arms sales 

abroad, and in some cases to pressure other suppliers to do likewise, the em- 

phasis under the Reagan administration underlines flexibility in weapons 

transfer practices and accepts the use of arms as a key foreign policy instru- 

ment. As Ronald Reagan himself explained in his landmark presidential direc- 

tive of 8 July 1981, which reinstated arms sales as a major instrument of U.S. 

foreign policy: 

The realities of today’s world demand that we pursue a sober, responsible, and 

balanced arms transfer policy, a policy that will advance our national security 

interests and those of the free world. Both in addressing decisions as to specific 

transfers and opportunities for restraint among producers, we will be guided by 

principle as well as practical necessity. We will deal with the world as it is, rather 

than as we would like it to be.’’ 
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As long as this statement continues to be the official American stand it moves 

the United States appreciably closer to the established position firmly held 

to by Israel. Arms sales may be employed by the United States to counter 

the Soviet global challenge, by Israel to cope with the Arab regional threat 

but also to counter Soviet expansionism. 

This is not to suggest an end to friction or that Washington will no longer 

take a dim view of specific Israeli sales, merely that such differences as do 

arise in the near future will owe to other than alternative approaches to the 

proper ordering of ethical and political principles. Proof that the potential 

still exists for disagreement at the governmental level over specific arms deal- 

ings by Israel is seen from the following recent misunderstandings. In the Falk- 

lands much was made of the fact that American policy supported Britain while 

its ally, Israel, rushed to aid the Argentinian military. In December, 1983, 

the story that U.S. customs agents in Florida had impounded 12,000 illegal- 

ly imported Israeli-made rifles destined for Guatemala made national head- 

lines.'® Israel’s role in Central America similarly was blown out of proportion 

and exploited by both sides at the height of the 1983 contest of presidential 

versus congressional wills over military assistance to the Caribbean basin.’° 

Descriptions of Israel as an arms mercenary and as a subordinate of the Unit- 

ed States made their way into the American media and became part of the 

public debate; it was then that for some unexplained reason accounts pictur- 

ing Israel as one of the top ranking world arms merchants began to appear, 

further putting Israel in an unfavorable light. Still later, prominence was given 

to reports of arms funneled to Khomeini by Israel while the role of other allies 

— Switzerland, Brazil, Great Britain, South Korea, and West Germany — went 

virtually ignored. So, too, it was leaked from within the administration that 

pressure was being applied to Israel to refrain from any further transactions 

with Iran.?° 

These episodes suffice to show that the United States has in its power the 

capacity for embarrassing Israel and Israeli arms diplomacy. In the role of 

critic, Washington’s means of influence go beyond planted leaks and media 
exposure and include various practical measures. One such measure might 
be the withholding of military technologies needed by Israel for its further 
growth. 

THE UNITED STATES AS COPARTNER 

A third pressure point owes to the fact that America remains the chief sup- 
plier of military and scientific data of a type crucial for Israel if it is to preserve 
its status in the front rank of weapons developers. The policies of the United 
States can further reduce the latitude presently enjoyed by Israel as an autono- 
mous supplier of arms. For the truth is that despite its best efforts Israel is 
not self-sufficient in weaponry or weapons technology. 
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Licensing procedures and the application of export controls to high tech- 

nology are a sensitive issue in American politics evidenced, for example, in 

the debates over embargoing American technology and equipment for the So- 

viet gas pipeline to Western Europe. This problem has touched Israel in the 

case of the Kfir aircraft, with its American engine. A program to sell M-1 

Abrams tanks to Saudi Arabia has led the Pentagon to deny Israel technical 

information on the tank, data wanted by Israeli researchers in order to design 

antitank weapons and tactics. Certain military and business circles have gone 

on record also as being reluctant to allow Israel to coproduce the F-16 planes 

lest Israeli scientists become too familiar with the latest American technologies. 

Both sides, in other words, are fully aware of the implications of U.S. scien- 

tific aid. The Americans have made virtually all their most advanced weapon- 

ry and technology — meaning the best fighter aircraft, missiles, radar, armor, 

and artillery — available to Israel. Israel, in turn, has utilized this knowledge, 

adapting American equipment to increase its own technological sophistica- 

tion, reflected tangibly in Israeli defense offerings. As has been noted in an 

official U.S. government report, these Israeli military exports “could adversely 

impact on the U.S. economy and can affect U.S. ability to control prolifera- 

tion of these technologies.””! In effect, by doing business with Israeli counter- 

parts, U.S. companies are concerned that they might find themselves compet- 

ing with théir own technology and designs in the international market. 

Using various arguments — Israeli self-reliance, that U.S. and Israeli re- 

search efforts are complementary rather than competitive, that revenue from 

arms sales makes Israel more viable and hence is far preferable to annual in- 

creases in American financial aid — Israeli negotiators have managed by and 

large to persuade Washington to contribute a sizeable proportion of the re- 

search and development money and some of the technology needed in the past 

to undertake such ambitious weapons systems programs as the Kfir plane and 

the Merkava tank.”? Not to be overlooked is the fact that in return the United 

States benefits from three Israeli advantages in R & D: innovativeness of ap- 

plications, faster turnaround time, and, often, lower cost. 

Data-sharing has come to figure prominently in the Lavi project, which 

depends upon U.S. financial, but particularly scientific, assistance. American 

participation, however, has fallen prey to political considerations, and ques- 

tions about Israeli competitiveness have been raised by administration, cor- 

porate, and congressional advocates of a tough stance on exporting valuable 

know-how to the Israeli military industry. 

At least in the initial stages, Israeli spokesmen would appear to have been 

successful in overcoming reluctance in Washington. Almost $1 billion in fed- 

eral funding for the Lavi system has already been authorized as foreign mili- 

tary credits.2* On the technical side, the Israel request had been for U.S. ex- 

port licenses on twenty-five items extending to fabrication technologies for 

the plane’s wing and tail structures, high strength graphite composites, and a 
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computerized flight control system. United States defense firms, led by North- 

rop, tried to defeat the measure in Congress but in effect were neutralized 

by other lobbyists, including Grumman, which won the contract to develop 

the wing assemblies for the Lavi. Objections by the Defense Department were 

also overridden, so that finally in early 1984 licenses for all twenty-five data 

packages were approved by the U.S. government.** 

Equally encouraging is the willingness of the U.S. government to join with 

Israeli scientists in new military research and development programs. This 

found expression in the Memorandum of Agreement (MOA) signed by Moshe 

Arens and Secretary of Defense Caspar Weinberger on 14 March 1984, which 

refers to agreed principles governing mutual cooperation in R & D, and an 

exchange of scientists and engineers, as well as procurement and logistic sup- 

port of selected defense equipment. There was also the offer in 1985 for Is- 

rael to participate in “Star Wars” research. Yet there is little question but that 

Israeli data requests in the future will face greater scrutiny and perhaps more 

determined opposition within the United States the more American companies 

and defense contractors feel threatened by high technology transfers to arms- 

exporting allies. 

THE UNITED STATES AS MARKET 

Israel seeks more than moral support for its arms diplomacy from Wash- 

ington. The United States enters the picture, therefore, in a fourth role: as 

purchaser and market for Israeli defense exports. If technology transfers pre- 

sent a problem, so, too, does the opening up of the U.S. defense industrial 

base to Israeli competition. Israel’s arms manufacturers have long sought to 

capture a share of this market, but with only limited success. Indeed, no other 

single market has the potential for preserving, elevating or deflating the status 

of Israel as an international supplier of arms and defense-related equipment. 

Noteworthy here is that spending for military hardware and research in the 

United States has almost doubled in the last five years, growing to $123.5 bil- 

lion in fiscal year 1984. 

Part of the problem why Israel thus far has enjoyed only modest success 

owes less to Israel than to traditional American reluctance to encourage any 

foreign competition in the defense sector and to grant the local defense in- 

dustry considerable protection. In preventing what is seen as the “erosive im- 
pact”’* of foreign competition, legislation has been enacted to discourage out- 
side bids; the Buy American Act, for example, provides that only materials 
and articles substantially of U.S. origin may be acquired for public and de- 
fense use. Such barriers are seen as discriminatory by America’s Western 
trading partners who find defense imports from the United States constant- 
ly rising. Thus the existence of the “one-way street” is a problem for other 
allies of the United States, and not for Israel alone. 
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Israeli efforts at overcoming the problem began as early as 1975 in the nego- 
tiations over the U.S.-Israel Memorandum of Agreement and are a testimony 
to persistence and will. In it the United States government offered assurances 
that every effort would be made to be “fully responsive” on an “on-going and 
long-term” basis to Israel’s military equipment and other defense require- 
ments, to its energy requirements, and economic needs.?6 

The second step came in 1979 when then Defense Minister Ezer Weizman 
personally sought to make Israel’s entry into the U.S. defense market some- 
what easier. In the course of bilateral negotiations stemming from the peace 
treaty with Egypt, Weizman presented the purchase of arms from Israel as 
one way of reducing America’s direct aid commitments to Israel. The Memo- 
randum of Agreement signed on 19 March 1979 finally authorized the Penta- 
gon to make purchases from Israeli defense contractors by providing “com- 

petitive opportunities” for them to bid on certain Department of Defense 

(DOD) contracts without Buy American Acct restrictions. Likewise, it was 
agreed also that Israel be entitled to sell its own defense products to a ceiling 

of 30 percent of annual U.S. military allocations to Israel ($1.7 billion for 

fiscal year 1983).?” 

But while the MOA remains in force, and despite repeated pledges of sup- 

port for the idea in principle, from a practical standpoint Israeli companies 

have found it hard to overcome the various legal, technical, and political im- 

pediments. Consequently, efforts in this direction have been rather disap- 

pointing. It is estimated that from 1979 through 1982 Israeli industries sold 

DOD and DOD contractors approximately only $75 million worth of goods 

under the agreement.”® 

Again, in negotiating the 1981 Israeli-U.S. strategic Memorandum of Un- 

derstanding, Secretary of State Alexander Haig committed the U.S. to buy 

some $200 million in military goods and services.” But this, too, encountered 

obstacles, as when the United States announced it would not be able to pro- 

ceed with implementation of the understanding after Israel extended its law, 

jurisdiction, and administration to the Golan Heights. 

Continued resistance to Israeli defense imports led Prime Minister Shamir, 

accompanied by Defense Minister Arens, to seek a reclarification of the supply 

relationship during high level talks in Washington in November, 1983. Among 

the requests granted by President Reagan were: 

¢ opening formal negotiations on the possible establishment of a free-trade 

area between the United States and Israel, which, if put into effect, would 

extend to defense-related products manufactured by Israel; 

e allowing Israel to spend 15 percent of U.S. foreign military sales (FMS) 

assistance, or as much as $200 million, in Israel rather than for purchases 

exclusively in the United States, a step designed to stimulate Israel’s econ- 

omy and to promote its industrial development; 
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¢ $300 million in FMS assistance to be spent on R & D on the Lavi plane, 

plus another $250 million in Israel itself; 

e areaffirmation of the 1979 MOA to enable Israel to sell $200 million in 

exports or services to the U.S. Defense Department; 

e establishment of a joint committee to study additional options for strategic 

cooperation, including the purchase and use of Israeli storage facilities.*° 

Two requests not approved by the Administration relate as well to the arms 

export issue: 

e that Israeli bids for U.S. defense contracts be on an equal footing with 

those submitted by America’s NATO allies; 

e that Third World recipients of U.S. military assistance be permitted to 

use some of their FMS funds for purchase of Israeli military products. 

Rejection of these proposals, however, should not diminish the importance 

of the 1983 presidential decisions for Israel’s defense sales to the United States. 
Future prospects and potential transfers stand in sharp contrast at present 

to the modest U.S. procurement until now of Israeli goods. The following 

is a partial yet representative list of transactions as of mid-1982. 

e DOD contract for overhaul of F-4 components ($1.7 million). 

e United States purchased three mine plows for evaluations (for $190,000). 

e United States leased six 105mm guns and purchased ammunition for eval- 

uation. Further service evaluation is expected with possible buy thereafter 

(value unknown). 

e Israeli firm won competition (joint effort) with McDonnell Douglas to sell 

B-300 assault weapon to U.S. Marine Corps ($11 million for fiscal year 

1982, total contract value $300 million). 

¢ Israeli firm won competition to produce AN/VRC-12 radios ($39 million). 

¢ Israeli firm sold 9mm ammunition ($970,000). 

¢ Israel sold tank parts for U.S. Army and FMS use ($5 million). 

¢ Israeli firm sold pharmaceuticals to Defense Logistics Agency (value un- 
known). 

e Israel provided ground support equipment for U.S. Air Force test. United 

States buy possible thereafter ($79,000). 

¢ Israeli firm sold conformal fuel tanks for F-15 to McDonnell Douglas ($3.1 
million). 

¢ Israeli firm sold U.S. Air Force F-4 fuel tanks ($2.4 million). 
¢ Israeli firm sold U.S. Navy A-4 fuel tanks ($2.0 million). 

Until 1983 Israeli companies, led by IAI and IMI, had not been able to sell 
more than about $10 million to $15 million a year to the Department of De- 
fense.*? 

Since then, under the improved atmosphere of U.S.-Israeli relations since 
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the war in Lebanon, the Israeli defense industries have redoubled efforts 
aimed at the American market. Tadiran won a U.S. Army contract worth 

$39 million. A first shipment of Galil rifles reached the U.S. at the end of 
1982 but were earmarked for individual and private use only.?? And in Janu- 
ary, 1983, IAI spokesmen announced that the firm had outbid other Euro- 

pean countries and would be refurbishing 100 U.S. Army helicopters, thereby 
netting $5 million.* 

Far more important and large-scale were the procurement plans announced 

by Pentagon officials in 1984, including joint development of a new genera- 

tion missile patrol boat, the Saar 5 class attack vessel, to be equipped with 

U.S. and Israeli weaponry;*° and $27 million in funding a Katyusha rocket 

radar detection system.*® Secretary Weinberger himself disclosed in May, 

1984, that the U.S. Navy had bought “some” remote-controlled, small pilotless 

aircraft from Israel after concluding the IAI-Tadiran version was a superior 

product for the money.*’ In September it was announced that the Navy would 

lease twelve Kfir fighters to simulate Soviet-made MIGs in training exercises 

with U.S. aircraft, paying IAI $68 million during 3% years to maintain the 

aircraft in the United States.°* Yet in the aggregate such transactions repre- 

sent a miniscule fraction of the total American defense market, and Israel 

still has not been given a status equal to NATO defense exporters. 

If the Israeli defense industry has not been entirely successful until now it is 

not for lack ‘of effort or inattention to the opportunities and potential found 

in the United States.*® Tadiran, for example, accepted an invitation by the 

U.S. Army in June, 1984, to demonstrate its Mastiff reconnaissance aircraft, 

as did many of the leading defense industries, including IAI, IMI, Elbit, 

Urdan, and others, with encouragement from the Ministry of Defense.*° The 

preferred course, “direct” sales to the American government, has been almost 

minimal until now, however, about $50 million.*! (Table 9.1). In lieu of direct 

access to the U.S. military forces, Israel pursues two indirect approaches: One 

approach is to service American equipment in Israel, such as contracting to 

overhaul and maintain engines and components for U.S. Air Force planes.” 

In addition to port calls at Haifa the U.S. Sixth Fleet has spent millions of 

dollars on repair work at the Israel Shipyards, alleviating severe underemploy- 

ment there.** 

A second and more important indirect approach is through “offset” agree- 

ments with those U.S. companies from which Israel fills its own military or- 

ders. In June, 1983, the General Accounting Office (GAO) released an un- 

classified version of a report by the comptroller general of the United States, 

U.S. Assistance to the State of Israel. One chapter is devoted to Israel’s de- 

fense industry development and global arms trade; it pays particular attention 

to the call for government authorities to encourage major military equipment 

exporters to conclude buy-back arrangements with Israeli manufacturers, also 

known as offsets, which are commitments by U.S. firms supplying Israel mil- 
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Table 9.1. Department of Defense Direct Purchases 

from Israel. 

Fiscal Year 1982 ($ Thousand) 

Aircraft and spares 2,688 

Combat vehicles 1,630 

Weapons 504 
Ammunition 971 
Electronics and communications equipment So 35a 
Medical and dental equipment 118 
Maintenance and repair 87 
Chain and wire rope 16 

45,366 

*This unusually large sum reflects the single contract won that year 

by Tadiran. 

From Jacques S. Gansler, vice-president, The Analytic Sciences 
Corporation (TASC), a seminar on marketing arms sales, Tel-Aviv, 

17-19 June 1984. 

itarily to purchase a specified amount of goods or services equal to 25 per- 

cent of Israeli purchases of $1 million or more.** For example, in August, 

1983, in the most expensive arms deal contracted for by Israel, it purchased 

75 F-16 jets costing some $2.7 billion. Under the terms of the agreement, Gen- 

eral Dynamics, manufacturer of the plane, agreed to Israeli firms producing 

components for the F-16 in Israel; such purchases would be worth more than 

$300 million.** At least ten Israeli companies have offset agreements with 

General Dynamics, including the Israel Aircraft Industries, Elbit, Elta, IMI, 

and Tadiran. 

The advantages of offset arrangements with American manufacturers are 

at least two. They, indeed, “offset” the cost of arms purchases in the United 

States, in the case of F-16s, some 10 percent of the transaction. In addition, 

they enable Israeli defense firms to maintain close to full operation; thus, by 

supplying components for the F-16, IAI should be able to keep its produc- 

tion line busy in the interim between halting manufacture of the Kfir and start- 

ing to build the Lavi. Offsets can be expected, therefore, to constitute a 
focus of future marketing efforts aimed at the large and lucrative American 

market. As though to give expression to this promising direction, many of 

the larger arms manufacturers have recently opened offices in the United 

States or have hired the services of American lawyers as consultants and as 

their representatives in making useful contacts and negotiating transactions.*° 
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Were economic utility to be the sole determinant then Israeli-American joint 
military development and manufacturing ventures would make a great deal 
of sense. Coproduction and increased military purchases from Israel would 
ease the burden of American economic aid to Israel. They surely are far more 
desirable than Israel either deferring or, worse, defaulting on even some of 
its $9 billion debt to the United States. Not only face-saving, the purchase 
by the American military of Israeli military products would be mutually ad- 
vantageous. 

On their own merits certain items manufactured by Israel are cost competi- 
tive and might fill certain gaps in American military preparedness, such as 
the sore issue of spare parts from prime contractors charging inflated prices. 
Other testimony reveals structural faults in American industry, in addition 
to a lack of cost consciousness, which challenge its ability to meet the spec- 
ifications and production schedules set by the Pentagon.*’ One of the maladies 
has been shoddy military production by domestic firms shielded from foreign 
competition and holding to low standards of quality control;*® another is the 
tendency of U.S. manufacturers and their military sponsors to favor newer 
systems and high-tech projects, like the DIVAD antiaircraft gun, the Ameri- 

canized Roland missile or the Aquila RPV, at the expense of upgrading those 

of proven effectiveness,*° or adopting cheaper and effective weapons already 
in use by Western allies. 

The opportunity for an Israeli breakthrough into the American defense 

market therefore exists. One proof is that when given a fair chance to com- 

pete, Israeli firms have done well. However, the obstacles are less economic 

than political. Intense opposition from, several American quarters is illustrated 

in the controversy sparked by Tadiran, which successfully underbid a Texas 

company, E-Systems, by 20 percent and won a U.S. Army tender to supply 

radio equipment valued at $39 million.*° E-Systems, also an electronics manu- 

facturer, objected to the Pentagon decision and then launched a campaign 

popular in American business circles to stop foreign industries from selling 

weapons to U.S. forces. Joined by a number of congressmen sensitive to possi- 

ble military dependence on outside sources and to the issue of unemployment 

at home, opponents seized on the Tadiran contract as a test case and sought 

to push through an amendment to the defense authorization bill that would 

prohibit buying military equipment from a foreign manufacturer, no matter 

what the saving, if that company became the sole supplier.*‘ Opponents of 

Israel, or of a closer U.S.-Israeli defense and security assistance relationship 

could be expected to add their voices in opposition to providing Israeli com- 

petitors in particular with any such opening or advantage. 
In sum, high barriers remain to Israel’s entry into the U.S. market: legis- 

lative and bureaucratic as well as competition from U.S. firms backed by con- 

gress in pressing for “buy American” policies. There have even been a few 

recent cases where an Israeli firm was the low bidder and still was not awarded 



182 ISRAEL’S GLOBAL REACH 

the contract. Notwithstanding, Defense Minister Arens gave expression in 

1984 to the confidence of many in Israel who regard America as the most im- 

portant market in coming years when he voiced the hope of possible sales of 

Lavi aircraft to the United States in the late 1990s.°? 

Two possible grounds for this optimism are apparent. The first is that Israel 

is not alone in insisting that the United States open itself up to competition 

and turn defense collaboration with its Western allies into a “two-way street.” 

The American market for military goods has been one of the most protected 

in world trade and increasingly is the target of NATO criticism as being in- 

imical to solidarity. The Europeans are calling for greater standardization in 

weapons systems, production-sharing, and for the U.S. military to buy more 

defense equipment from NATO countries also involved in international arms 

sales and upset at their trade imbalance strongly in favor of the United States. 

Should the NATO allies of the United States succeed in establishing a more 

cooperative effort, logically it could facilitate Israel’s call for a comparable 

relationship with the United States. Here Israel might actually be rendering 

a service to an industry sorely needing the discipline of more competition, 

and to an allied military establishment that ought to be interested in yielding 

amore cost-effective solution to its military requirements in conventional arms 

and innovative technologies. 

The second opening could be provided by the 1985 bilateral framework of 

the approved free trade area between the two countries. If realized, Israeli 

exports in general might reach as high as $5 to $7 billion by 1990—trade with 

the United States was $1.3 billion in 1983; preferential treatment would have 

the additional effect, one assumes, of facilitating military-related exports as 

well. But for the meantime, sensitivities aroused in a climate of American pro- 

tectionism, together with an Israeli-U.S. political relationship always subject 

to strain, suggests that the prospects for an easy flow of arms from Israel to 

the United States are limited at best. Grounds for such caution stem from 

the fifth and final point at which the United States enters the calculus of 

Israeli weapons transfer policy: when American business interests perceive 

of themselves as direct competitors with Israel for overseas markets and 
clients. 

THE UNITED STATES AS RIVAL 

American officials in general are concerned that the dissemination of mili- 

tary technology may undercut existing markets. Accordingly, the United 

States, along with other major suppliers, has begun to examine more critical- 
ly requests for various types of aid (data transfers, coproduction, licensing) 
and as a rule is less supportive of Third World countries with ambitions to 
develop weapons capabilities and an independent export program. In the late 
1970s U.S. opposition was principled, as part of the Carter emphasis upon 
multilateral arms restraint; in the 1980s the opposition is even more intense, 
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but now it arises from largely commercial considerations, such as the scram- 
ble for contracts and the elimination of competitors. 

In this prevailing climate of protectionism, and at a time when the national 
trade deficit totaled $123.3 billion in 1984, American arms trade specialists 
tend to take a dim view of Israel’s position. Criticism has already been heard 
that U.S. aid only serves to increase Israeli independence; that Israel has in- 
corporated sophisticated American military technologies in weapons systems 
which it then proceeds to export in competition with U.S. products and pos- 
sibly in contravention of the United States policy; that in parlaying smallness 
into an asset Israel meets production schedules ahead of American companies 
and offers Third World customers an excellent cost-competitive alternative 
to buying American. Arguments like these dovetail with the view of some 
American Middle East policymakers who prefer to ensure Israel’s dependent 
status militarily as as effective means of exercising political control. 

The clearest expression of aroused American concern at the longer-range 

implications of U.S. military assistance is, again, the previously mentioned 

1983 GAO Report. It notes, for example, that Israel, more than any other 

FMS recipient, has been provided with a high percentage of military technol- 

ogies having export potential. What results is a dilemma of importance for 

future Israeli-U.S. relations. On the one hand, liberalized FMS support helps 

Israel to maintain its qualitative military and technological edge. Support for 

the Lavi program will not only keep 20,000 workers employed in Israel’s air- 

craft industry and lower unit cost of the plane, but as a result Israel will also 

have an advanced aircraft that could provide possible export monies.*? On 

the other hand, however, American officials are cognizant of the domestic, 

political, and economic repercussions for the United States of aiding a foreign 

country’s aircraft program. As the report observes, Israel’s accelerated defense 

sales, together with the trend toward increasing assistance requirements, 

greater relaxation of restrictions on the use of FMS funds, competition with 

U.S. production, and setting of precedents that other countries may seek to 

emulate, could “cause an adverse impact on the U.S. economy,” especially 

on its industrial base and employment, and “can affect U.S. ability to con- 

trol proliferation of these technologies.”** 

The Reagan administration has put the United States back on its previous 

course of easing arms sales curbs and engaging in security assistance programs 

all around the globe. The more aggressive the United States becomes in pro- 

moting weapons transfers to the Third World the greater the inevitability of 

preempting Israeli representatives, whether in selling M-48 tanks to Thailand,* 

in sending military equipment to strengthen Costa Rica’s tiny defense force,°° 

or in encouraging the interest of ASEAN countries in U.S.-made jet planes. 

With a foreign trade deficit of its own, the idea of selling abroad probably 

has never been more important to America’s economy or politics.*’ The aim, 

therefore, is to sharpen American competitiveness, extending to defense sales, 

against all other countries. Israel would be no exception. 
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THE AMERICAN VETO, EXPLICIT AND IMPLICIT 

Greater independence has been Israel’s traditional argument for making 

and exporting arms. Yet the problematic relationship with Washington sug- 

gests a serious impediment to Israel’s future arms export diplomacy. Depend- 

ence upon the United States for arms procurement and military financial as- 

sistance is public knowledge.°* Even so, this is but one part of the problem. 

Less known or discussed is the virtual stranglehold retained by the United 

States over key areas of the Israeli military sales program. 

This capacity for upsetting Israeli plans expresses itself in a number of dif- 

ferent ways and at several pressure points. The form of leverage used or 

threatened by the United States is likely to depend upon which of the five 

roles prompts it to intercede —as enthusiast or critic, as supplier of data, pur- 

chaser, or competitor. 
The excessive use of Israel as a surrogate in extending U.S. and Western 

military assistance, in Latin America for example, could prove embarrass- 

ing in two ways. Pressure from Washington on Israel to act as supplier to 

dubious regimes nevertheless deemed worthy of being propped up against 

local subversion would be difficult for Jerusalem to resist repeatedly, especial- 

ly if presented in terms of the least the United States might have the right to 

expect of its Israeli ally or if presented as a quid pro quo. Repeated acquies- 

cence, on the other hand, would identify Israel too directly and too closely 

with the United States, branding it as the sword-bearer for American or 

Western interests. 

What happens, however, when an American government falls out with Is- 

rael over arms transfer practices? One means available to the United States 

is preventing Third World clients from using American military or economic 

aid to purchase Israeli arms. Equally effective and far more embarrassing 

would be a scenario in which American officials willfully determine to dis- 

credit Israel or to damage its image with the American public. As seen previ- 

ously, early traces of such a ploy were evident in 1982, when information ap- 

parently was leaked to the press about Israel’s arms activities in the case of 

Iran, and again in supplying Argentina during the Falklands fighting. Com- 

promising Israel by specifically mentioning it as a merchant of arms to coun- 

tries with a poor human rights record, or simply as a major arms exporter, 
offers another way of exerting leverage. 

Inadvertent or not, newspaper articles citing unnamed Washington sources 

and headlining Israel as the seventh ranking world arms exporter, aside from 

being somewhat exaggerated, fall under the category of damning with faint 

praise.®*® What they accomplish is to call undue attention to Israel and cast 

it in a less than favorable light. So, too, does editorial opinion arguing that 

the American interest lies in using what political and moral leverage it has 

to encourage unregenerate regimes like those in Argentina and Chile to return 
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to the democratic fold, and not to permit them to diversify their arms sup- 
pliers; this alongside reports of Israeli arms and advisers to Latin American 
juntas.©° 

While available to the White House when it seeks to act as a critic of Israeli 
arms policy, publicity can also be wielded in expressing dissatisfaction at non- 
arms policies as well, such as Lebanon or negotiations on autonomy. 

In December, 1981, the State Department announced: 

The President has decided that the U.S. will not for the moment proceed with 
further discussions on some Israeli proposals for purchases of defense-related 
goods and services in Israel; on authorizing Israel to use some Foreign Military 
Sales funds to purchase Israel-produced goods and services; or on the possible 
use of Foreign Military Sales funds by third countries to purchase Israeli defense 
items and services.* 

The announcement was one of a series of sanctions expressing American op- 
position following the extension of Israeli law to the Golan Heights. Taken 

together, these three steps, worth several hundred million dollars to the Israeli 

economy, specifically affected different dimensions of Israeli arms sales di- 
plomacy. 

It is equally apparent that Israel could easily be undercut by a concerted 

U.S. effort to sell arms to states which have turned to Israel as their supplier. 

The economic motive, reinforcing political differences, is best seen in two re- 

cent areas of friction: the Kfir and the Lavi. 

That American controls exist and have been applied is best documented 

in the Israeli campaign to sell its Kfir aircraft. Because production of the 

fighter in the 1970s required American technological assistance, the Kfir has 

a General Electric J79-17 engine. And because the original contract contains 

a clause requiring U.S. approval for sales of systems with American parts to 

a third party, each transaction is subject to veto by the American government. 

Consequently, the original high expectations for a brisk trade in the Kfir have 

suffered from the vagaries of U.S.-Israeli relations. According to one foreign 

source the IAI as of 1983 had sold 256 Kfirs. Of these 200 have gone to the 

Israeli air force; only fifty-six to foreign customers, including Colombia (12) 

and Venezuela (24).°? 

Despite periodic reports of arms deals which include the Kfir, its export 

record is not impressive. Thus, for example, in February, 1977, the first for- 

eign order for the Kfir—twenty-four fighters by Ecuador—was vetoed by 

President Carter.** Shortly before the 1980 elections the administration an- 

nounced that Israel would be allowed to offer the Kfir to Mexico, Colom- 

bia, and Venezuela, but by then they had contacted alternative suppliers. In 

June, 1978, when the United States allowed the sale of up to sixty Kfirs to 

Taiwan, public disclosure forced embarrassed Chinese officials to reject the 

offer;** Austria, sensitive to Arab reactions, terminated negotiations on twen- 

ty-four Kfirs in 1978.°° As late as December, 1982, a State Department spokes- 
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man confirmed that the United States had denied Israel authorization to sell 

Skyhawk planes to Argentina.®° 

This power of the United States to determine whether Israeli weapons sales 

are to become limited almost exclusively to conventional small arms manufac- 

tured entirely in and by Israel or to be competitive in the rush to manufac- 

ture complex weapon systems can be seen in the Lavi project. The program, 

aiming at manufacturing a more advanced multipurpose jet fighter for the 

1990s, was approved in 1980. One might argue that even by then the disap- 

pointing experience with the Kfir ought to have cautioned against any depend- 

ence upon the U.S. if foreign sales were to be a factor. Still, much of the re- 

search funds for the Lavi come from the American aid package. Despite 

pledges of technical and scientific assistance, delays have been experienced, 

and feasibility studies withheld, especially in the wake of the Lebanese fight- 

ing.*’ The State Department, for example, denied permission at the end of 

1982 for the release of independent studies on design proposals for the plane 

ordered by Israel from three U.S. manufacturers.®* Not until 1984 was execu- 

tive approval given for the Phase 3 production technology on wing and tail 

assemblies to be given Israel. 

Technical data packages are one American pressure point; another is direct 

U.S. financing, since in the first stage of developing the Lavi a large share 

of the funding is meant to come from American military assistance.°? The 

third potential pressure point lies in the more distant future, when the plane 

becomes operational. Once again, some components are on order from Amer- 

ican companies (Pratt and Whitney, Hughes, ITT, Bendix, Goodyear), mak- 

ing exports of the Lavi ultimately subject to U.S. government approval.” 

In testimony before the U.S. House Foreign Affairs Committee, Defense 

Secretary Weinberger justified withholding assistance for the plane’s manufac- 

ture on both political and commercial grounds. He argued that there was no 

need for Israel to develop a new-generation fighter since the F-15 and F-16 

in use by the Israeli airforce were superior to the projected Lavi; and that 

the real reason why Israel was so anxious to build the Lavi, in his opinion, 

was in order to promote its own exports and compete for foreign markets 
with U.S. planes.”! 

The latter factor should not be deprecated as a source of friction. At first 

glance American fears of Israel as an arms competitor seem unwarranted, 

if not absurd, given the U.S. share of the market — some 32.4 percent of the 

world total during the period 1971-1980.’? Yet both the U.S. and Israel are 

among the few Western exporters of the most advanced weapons technology. 

Thus, among the reasons for a delay in technology transfers for the Lavi proj- 

ect are concerns expressed by at least one major U.S. aircraft company, 

Northrup, that the Israeli plane eventually might compete with American 
fighters in the export market.’* American uneasiness was raised by changes 
introduced gradually into the plane’s design, performance characteristics, and 
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envisioned level of technology, making it more than merely a replacement 
for Israel’s own aging A-4 and Kfir aircraft. 

Weinberger returned to this theme in talks with Defense Minister Arens 
in July, 1983. Challenging Israeli figures of a production run of 300 Lavi 
planes, he insisted that only with 700 planes coming off the production line 
would the plane cover development costs and show a profit. The only possi- 
ble conclusion, therefore, was that Israel would be compelled to turn to over- 
seas markets to sell the necessary critical mass of 400 additional aircraft in 
competition with the American aircraft industry.”* Even though the unit “fly- 
away” price of the Lavi has increased from the initial estimate, according to 
American sources, of $7 million in 1979 to about $15.5 million per aircraft, 
should that price be kept it would compare favorably with the cost of at least 
$12 million for its U.S. counterparts, the F-16A by General Dynamics and 

Grumman’s F-5G.’5 

Israeli experts were quick to take issue with Weinberger’s analysis. They 

insist that Israel really needs the Lavi in place of the Skyhawk and the Kfir 

for ground support and in order to give the air force control over the rate 

of production (independence rather than reliance on U.S. supplies); also, that 

exports of the Lavi could be expected only after it was fully operational and 

in large enough quantities in the Israeli Air Force (IAF).”° Moshe Arens, how- 

ever, seems to have revealed this longer-term objective in suggesting that the 

Lavi’s superior quality and lower price might even make the United States 

as well as other countries a potential customer.’’ Yet the immediate implica- 

tion of this U.S.-Israeli debate was to delay the entire project. 

Indirect U.S. sanctions have resulted already in delays which threaten to 

set back the program considerably, inflate costs, and put Israeli salesmen at 

a definite disadvantage vis-a-vis French, German, British, Spanish, Italian, 

and American competitors also racing to produce a marketable new jet fight- 

er. Timing is critical for the Lavi project’s success. The original timetable, 

as carefully worked out and approved, stresses two salient elements. One is 

the production schedule: initial test flight in 1983, manufacture to begin in 

1990, satisfying IAF orders for 300 planes by 1995, and only then making 

exports possible. The other, related statistic is the expected cost per plane, 

which has already been revised upward several times. Only a relatively low 

cost would make the Lavi attractive to potential customers at the end of this 

century. 
Behind the shifts in the pendulum it was apparent that American support 

for sophisticated defense exports by Israel, whether to the U.S. armed forces, 

or to those of other countries, would be less than enthusiastic in the future. 

The Lavi experience so far thus points to more sophisticated means than an 

outright veto available to the United States should it wish, for whatever mo- 

tives, to hamper Israeli military production and weapons export plans. Unless 

Jerusalem can reach agreement with United States on a range of bilateral is- 
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sues, only some of which stem directly from respective military transfer pol- 

icies in the 1980s, and unless it receives a freer hand in weapons sales, the 

American multiple veto will loom increasingly large as a restraint upon Israeli 

arms diplomacy. This capacity of the United States at present and in the future 

to embarrass, short circuit, obstruct, and, if necessary, directly veto Israel’s 

moves in the international arms arena serves, in turn, as a prelude to assess- 

ing the prospects lying ahead for Israel. 
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LIMITS TO GROWTH 

In its fourth decade of independence Israel has earned prominence for itself 

as a supplier of arms and military assistance. We began this study of Israeli 

arms sales diplomacy by looking at the interplay of political, strategic, and 

commercial objectives. Subsequent chapters focused on two domestic factors, 

manufacturing skills and consensus-building, which have made Israel perhaps 

more effective a seller than others. 

We then examined Israel’s weapons inventory and trading partners in chap- 

ters 7 and 8 in order to underline the hypothesis of flexibility and of diversity 

revealed in the implementation of its arms sales policies. The previous chapter 

dealt with the United States as a potentially critical factor in the arms equa- 

tion, interpositioned strategically at several sensitive points, and with the 

potential to act at any given moment as a further impetus or, alternatively, 

a major impediment for Israeli arms export diplomacy. In this chapter our 

intent is to suggest at least three prospective challenges or limitations to Israel’s 

,urther ascendance in the area of conventional weapons transfers. 

SMALL STATE LIMITATIONS 

Small states such as Israel always walk a fine line in matters of national 

security and foreign policy. Where the margins for error are so narrow and 

the risks even higher, prudence becomes essential rather than merely laudable. 

And when the issue is as sensitive as current international weapons transfer 

practices, due consideration must be given to costs as well as gains, to failures 

no less than to accomplishments. Also, for the sake of prudence, reservations 

ought to qualify optimistic market forecasts which predict an even greater 

potential for Israeli arms sales. 

Reassessments, however, are limited by two existing realities. The first real- 

ity is that the role of arms supplier is no longer simple and unambiguous and 

is too far advanced to merit a simplistic either/or response or, for that mat- 

ter, a sharp policy reversal. Arms sales are now firmly ingrained in Israeli 

national security policies as they are in international politics. Israel, through 

ho 
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its own labors in consciously overcoming a number of formidable obstacles, 
has earned a place in the world arms trade. As a result, its foreign and eco- 
nomic policies are so geared to this fundamental proposition that the military 
assistance program in general and arms transfers in particular are no less 
critical today for the survival of the state than is its parallel weapons pro- 
curement. Indeed, one of the purposes of this study has been to underline 
the high degree of Israeli commitment to arms diplomacy. 

A second reality is that selling arms is ultimately a political decision and 
must be judged on those terms. The question of morality, while a definite 
factor, is not the sole determinant. Our criteria for judgment, again, are essen- 
tially political: What is the political fallout from weapons transfers? Their 

military impact? The economic consequences? Just how durable a foreign 

policy tool are such transfers likely to be in longer-term service of Israel’s 

security and international status? 

If Israel is to persist as an arms supplier, its leaders must be prepared to 

incur substantial costs and risks. Their caution is heightened by either of two 

possible situations: first, when global demand gives no sign of abating and 

market opportunities abound —if not in one region or country then in an- 

other —and when each successful transaction breeds greater confidence, fur- 

ther reinforcing the domestic consensus on behalf of an even more aggressive 

arms policy; or, second, when global recession shrinks the arms market, mak- 

ing competition for remaining outlets that much more intense. 

Reservations about Israel’s ability in the coming years to sustain the mo- 

mentum of its arms sales drive are warranted by clearly evident challenges 

from at least three different directions: bilateral, systemic, and internal. These 

challenges are: the mutability of supplier-client relationships; the very nature 

of the conventional arms race, which is becoming increasingly competitive; 

Israel’s own shortcomings. Of the three the first two owe to the external forces 

of supply and demand. Only the latter is within the power of Israel to con- 

trol. This dependence upon outside market forces in itself says much about 

the limits to growth. 

REDUCED DEMAND AND CLIENT UNDEPENDABILITY 

Advocates of an expanded arms exports policy for the 1980s and 1990s 

should be forced to address the potential setbacks traceable to the unreliabil- 

ity of customers. It has happened more than once that interested foreign gov- 

ernments, armies, or firms entered negotiations only to renege at the last 

minute, because better terms were obtainable elsewhere, because the threat 

of Arab countermeasures was taken seriously, or because of U.S. opposition." 

This problem of sensitivity is further aggravated whenever reports of a pend- 

ing transaction find their way into the press prematurely, or if the purchaser 
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gets cold feet because of a particular item’s high visibility, such as the Kfir 

or Merkava. 
Unreliability finds expression, secondly, in the danger of defaults or delays 

in payments for arms purchases. A purchasing country’s foreign reserves, after 

all, should be a primary restraint on its capacity to acquire arms. The recent 

wave of arms-selling happens to coincide with a world recession and at a time 

when the total debt burden of the developing nations was estimated at $737 

billion at the end of 1984, compared with $450 billion in 1979.2 Given the 

arms client relationships emphasized and encouraged by Israel with Third 

World nations, their economic slowdown and present monetary crisis pose 

an acute problem. ; 

Evidence indicates that some of Israel’s best customers are on the edge of 

penury. Countries like Argentina, Kenya, Mexico, Nigeria, and Zaire are ex- 

periencing serious economic difficulties, reflected in balance of payment 

deficits, high annual inflation rates, mismanagement and corruption, lower 

government revenues, a slowdown in economic growth, less receipts from 

commodity exports, and poor terms of trade and scarcity of foreign ex- 

change.’ In South America alone three reported customers — Ecuador, Peru, 

and Venezuela — are wrestling with the effects of the economic crisis: renego- 

tiation and restructuring of foreign debts parallel drastic cuts in public spend- 

ing called for by international bankers and monetary agencies.* During the 

Falklands crisis, for example, the Argentinian junta was hard-pressed to fi- 

nance urgently needed arms replacements through European banks. Cost con- 

siderations and credit ratings thus are likely to figure more prominently in 

international weapons transfers negotiations hereafter. 

Exactly how much the burden of financing arms imports contributes to the 

Third World crisis, or what impact this period of domestic economic adjust- 

ment and international debt crisis will have on the international arms trade 

is as yet unclear.* There are those who maintain that rearmament is a con- 

stant and that arms imports tend to be comparatively inelastic, ensuring a 

steady flow of orders and weapons transfers to countries with domestic or 

regional security problems. Others argue that the fiscal problems of the heav- 

ily indebted countries will force them to reduce arms imports, perhaps only 
temporarily, within the austerity programs and reforms insisted upon by in- 
ternational lending institutions. Industrialized arms suppliers, for their part, 
can be expected to promote weapons transfers as part of the need for income, 
markets, and continued production lines, but in doing so they are likely to 
come up against emergency measures by potential or even previous LDC arms 
customers compelled to reorder import priorities in striving to regain their 
own economic growth and stability.® 

The risks for Israel are two-fold and more real than hypothetical. Arms 
shipments will add to the negative image, and Israel may be charged with 
draining scarce monetary resources from impoverished countries. This risk 
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is perhaps more easily dealt with since a determined buyer will have no dif- 
ficulty in finding any number of other suppliers, although on less liberal terms 
(arms for bases, hard currency versus barter). The second risk, harder to cope 
with, is that a buyer might choose to defy its suppliers, Israel included, by 

not paying for military arms and services rendered. Debt repudiation might 

be entertained by a desperate country in the belief that it can do so with im- 

punity, especially because Israel has neither vital leverage nor much political 
recourse. 

In 1984 Israeli companies were already reported as standing to lose as much 

as $60 million in Latin America and Africa. Prior to that time the Israel For- 

eign Risks Insurance Corporation, a government-sponsored company, had 

had to pay out about $25 million for losses incurred in Iran ($5 million) and 

Uganda ($20 million), both arms purchasers at one time.’ 

Lower oil earnings combine with reduced government spending and a re- 

cent decision to slash imports by 50 percent, for example, to make Nigeria 

less attractive, at least on economic grounds, to Israeli exporters of military 

as well as nonmilitary goods or services. Therefore, at some point in the 

decision-making process, a client’s credit-worthiness had best be weighed 

carefully. This is especially so if, as the statistics cited earlier suggest, the short- 

term economic motive is a primary consideration in approving many Israeli 

sales. It was perhaps for this reason that former Defense Minister Sharon, 

in boasting of the military aid agreement with Zaire, hastened to add of Kin- 

shasa, that “it has made its payments meticulously.”® 

If the goal is to establish an ongoing arms relationship rather than merely 

to cash in on a one-time transaction, then a third client limitation arises. Most 

black African and South American armed forces have a limited absorptive 

capacity when it comes to military hardware. Their ability to continue effec- 

tively to assimilate advanced weapons systems or large quantities of Israeli 

arms as part of their national force postures is circumscribed not only by 

financial problems but by such things as lack of adequate infrastructure or 

manpower. What with the massive inflow of equipment in recent years some 

of these countries may be getting close to the saturation point. A variant of 

this limitation occurs in the opposite direction, as happened in the case of 

Idi Amin, who escalated arms demands beyond the point which Israeli leaders 

were either willing or able to meet; he then responded by severing ties. Al- 

ready there are signs of strain with Zaire over Mobutu’s unfulfilled expec- 

tations.° 

Coproduction arrangements on a bilateral basis pose a fourth risk. Israel’s 

success, as we have seen, owes in no small measure to its selling military tech- 

nology as well as arms themselves. The licensing of military assistance, no 

matter how carefully screened and policed, demands the exchange of at least 

some military secrets and technological know-how. Adams and others attrib- 

ute the South African relationship to such sharing; in January 1983, however, 
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the arrest of the director of the naval shipyards at Simonstown on charges 

of spying for the Soviet Union led to rumors that operational details and con- 

struction designs may have fallen into enemy hands.*® 

Fifth is the risk of embarrassment to Israel resulting from the repressive 

domestic policies of some of its clients. Israeli military cooperation with Zaire 

coincides with efforts by other countries, including Belgium, to distance them- 

selves from the corruption-ridden regime of Mobutu Sese Seko. That Israel 

is unable to influence corruption in Zaire, human rights violations in Chile 

or Argentina, or racial separatism in South Africa, yet suffers from guilt by 

association, serves to capture something of the risk factor involved. It leads 

to condemnation from many quarters; for example, the denunciation of Israeli 

official visits and arms sales to unnamed Latin American countries and the 

increase of U.S.-Israeli intervention in the region at a conference of non- 

aligned nations in January, 1983."* 

Unreliability also becomes an issue when the recipient lacks political stabil- 

ity. Israel, having pinned its prospects for an enduring relationship in Iran on 

Shah Reza Pahlavi and in Nicaragua on the Somoza regime, saw its preferen- 

tial position disintegrate when they fell from power. Indeed, in the Nicaraguan 

domestic struggle Israeli arms were used by both sides, which underlines a 

basic hazard of arms trafficking: it has little long-lasting positive impact and 

has no political guarantees whatsoever. 

The problem of unreliability is compounded when two recipients clash, fur- 

ther putting Israel on the spot politically. These conditions exist at present 

in Central and South America where Israeli clients are embroiled in territorial 

and frontier disputes. In the 1976 border conflict between El Salvador and 

Honduras, Israeli arms were used by both antagonists. The list of potential 

conflict is extensive: Peru-Ecuador, Argentina-Chile, Honduras-E] Salvador, 

Honduras-Nicaragua, Nicaragua-Colombia, Venezuela-Colombia, and Gua- 

temala-Belize. The danger is by no means limited to the southern hemisphere. 

Reports of Israeli aid to Mobutu led Angola to fear an Israeli presence which 

might portend a U.S.-inspired challenge to the Marxist regime of Roberto 

Holden. This, in turn, led Defense Minister Sharon at the time to declare 

publicly that Israel would not become involved in any fighting within Zaire, 

nor “in any war between states.”’? Nevertheless, conflict contingencies involv- 

ing Third World clients of Israel abound. In the absence of strict controls 

by Jerusalem the chances of being implicated in local wars, unsympathetic 

coups, or revolutions could multiply. Too liberal and loose an arms policy 

is bound to result, sooner or later, in diplomatic complications for Israel. 

Such forecasts were confirmed in the Falklands war. It added a slightly dif- 

ferent dimension when the fighting involved two states with diplomatic ties 

to Israel but from different regions. The crisis arose when the British govern- 

ment, officially protesting rumors of Israeli arms reaching Buenos Aires, in- 

sisted upon a clarification of Jerusalem’s arms relationship with Argentina 

and an immediate halt to all arms shipments.'? In reply Foreign Minister 
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Shamir initially denied supplying arms, and then stated Israel’s revised posi- 

tion: It wished to stay out of the Falklands dispute, and had concluded no 

additional arms deals since the dispute erupted. However, Israel would honor 

any contractual obligations already incurred.'* On the one hand, by deliver- 

ing as promised Israel demonstrated its reliability. But on the other hand, 

Anglo-Israeli relations, although strained even before the crisis, became acri- 

monious for a while when Israeli leaders and the media recalled British con- 

duct in selling to Argentina and in supplying arms to Arab states located in 

the Middle East war zone. To further compound the perplexity, supplying 

arms to Argentina discomfited the Anglo-Jewish community too. In the lab- 

yrinth which is the international arms trade, such diplomatic sensitivities may 

sometimes call for transferring weapons through a third party —country or 

private agent —so as to avoid complications and to enable spokesmen to in- 

sist that arms are not being supplied to a belligerent directly. 

Left for last in this discussion of the problems arising for Israel by the very 

nature of supplier-client arms transfers is the prospect of the recipient itself 

becoming an arms producer and exporter. It is apparent from the arms trade 

flow patterns that some of Israel’s favorite customers in the past, especially 

those classed as pariahs, have reached their own takeoff stage of military 

production thanks to Israel’s aid during the preliminary stages. While ac- 

knowledging this assistance by Jerusalem, such countries gradually enter the 

international arms trade themselves in order to help sustain their own local 

armaments industry. Marketing war materiel fairly similar in composition to 

that of Israel’s arms inventory, they in fact stand to become serious compet- 

itors. Such is already the case with South Africa, manufacturing medium- 

level technology items independently, successfully reducing the proportion 

of its defense budget spent on imported arms from 70 percent in 1966 to a 

mere 15 percent in 1982, and now boasting of the tenth largest arms industry.*® 

Singapore, modeling itself on the Israeli model, illustrates the emergence of 

yet another independent, internationally competitive arms industry. Member- 

ship in the Association of Southeast Asian Nations (ASEAN) gives Singapore 

a tremendous advantage in seeking prospective customers closest to home, 

and those previously cultivated by Israel. South Korea and Taiwan, traditional 

Israeli clients, are other Third World countries making impressive strides in 

producing low technology armaments. Their entering the market both raises 

questions as to the credibility of these ties with Israel in the future and points 

to the second challenge for Israeli export momentum: the competitiveness of 

the present arms market. 

EXCESS SUPPLY AND THE COMPETITION 

Not only consumer-supplier relations are uncertain and evolving at present. 

Particularly ominous for Israel as it seeks to sustain defense exports is the 

intensifying competition for markets among the growing list of arms suppliers. 
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In order for Israel to realize its expectations for defense sales growth, both 

in terms of national trade and its share of the international market, it will 

have to contend with the presence of too strong and too many competitors. 

Weapons transfers, to repeat, are an area of international commerce long 

known for high competition and low ethics. Yet so intense has the fight for 

arms contracts now become that it threatens to ignite an arms trade war of 

unprecedented rivalry with no holds barred. In such a situation the advan- 

tages lie with the present leading and major supplier nations. Israel, to be sure, 

emulates the major world arms suppliers in scrambling for new markets and 

opportunities. Yet it does not, and cannot, compare to countries like the 

United States, the Soviet Union, France, Britain, or West Germany either in 

terms of national resources committed to the arms sales contest or in the abil- 

ity to absorb setbacks. Like Brazil, its major Third World competitor, Israel 

is simply unable to continue pumping money into the arms export program. 

The chief competitors have tended until now to be rather tolerant of Israel 

as a marginal supplier. Hereafter, however, they can be expected to stiffen 

the competition since for them, as well, local arms industries and war prepar- 

edness increasingly have become linked with, and dependent upon, weapons 

exports. Their commitment to defense sales, in short, is no less real or total 

than is Israel’s. As the competition becomes more desperate and cut-throat, 

Israel cannot expect to equal others in the scale of arms, in largess, and in 

special terms, in offering goods at dumping prices, or in value as a military 

or diplomatic ally. In a word, therefore, Israel must fully expect in some in- 

stances to lose whatever comparative advantages it may have enjoyed previ- 

ously. It stands to be squeezed out of arms deals by rival suppliers perhaps 

less objectionable or controversial politically and more endowed economi- 

cally, who establish the norms Israel must strive to meet.'® 

Second, the trend toward a demand for quality weapons shows no sign of 

abating. SIPRI arms trade registers, for instance, identified approximately 

1,100 separate transfer agreements covering major weapons on order or be- 

ing delivered in 1981. Ninety-four percent of these contracts were for new 

weapons systems, 4 percent for refurbished weapons, and only 2 percent 

for second-hand weapons.’’ Furthermore, there are strong incentives for more 

rapid weapons modernization programs, and weapons planners foresee a new 

generation of arms deriving from advances in physics and computers which 

will boost weapons research and development budgets even higher.'® In the 

case of Israel both trends are ominous. Some of the more attractive items in 

its arsenal are not for sale to foreign governments for reasons of security.' 

Others are subject to American approval before they can be exported. Still 

other projects have already been frozen at the planning or blueprint stages 

due to prohibitive R & D costs made all the more so because their export value 

cannot be guaranteed. One source of compensation, though, is the advan- 

tage, enjoyed almost exclusively by Israel, of systems with proven perform- 

ance and credibility. 
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The two superpowers show no hesitancy in setting an almost impossible 

pace for Israel and the others. Prior to his death Leonid Brezhnev warned 

that as regards military technology, lagging behind is “inadmissible” for the 

Soviet Union; he pledged that Russia would spare nothing in countering the 

American arms buildup by a new wave of weapons modernization.”° Recent 

history suggests that each new generation of arms releases older but still so- 

, phisticated ones for overseas export. Under President Reagan the United 

States, for its part, has signaled its determination to compete even more vig- 

orously for these overseas markets. Security assistance is viewed by the ad- 

ministration as the very key to its global and regional strategies of increasing 

its influence, gaining or holding access to bases, assisting nations threatened 

with internal or external aggression, and of countering a nearby Soviet pres- 

ence.” The U.S. government’s efforts now extend to legislation which would 

streamline the commercial arms sales process and help other American com- 

panies to sell abroad.?? One result is that in the scramble to meet some of 

China’s arms needs Israel could find itself competing directly with the United 

States. 
In the face of this intensified competition and demand, other sellers are 

confronted by the choice between dropping out of the race, redoubling their 

efforts, or pooling their resources in undertaking joint projects.*> Western 

European governments, troubled by the world economic slump, have become 

cautious about supporting aerospace ventures such as new tactical fighters. 

Israel, by contrast, has decided to go ahead with plans for producing its own 

Lavi fighter despite these limitations. 

Nevertheless, the Western Europeans are very much intent upon pushing 

more conventional arms sales. The socialist government of Francois Mitterand 

has not curtailed French arms export policy. If anything, it has intensified 

support for the national defense industry, as reflected in the flow of Mirage 

fighters and Exocet missiles to many nations, including Argentina and those, 

like Iraq and Chad, caught in a conflict situation, as well as to the Persian 

Gulf sheikhdoms. Great Britain is another active supplier to the Middle East; 

and partly due to pressure from its labor unions and as part of plans for the 

recovery of the British economy the Thatcher government saw fit, in 1981, 

to lift the embargo on arms transfers to Chile. Still pending is West Germany’s 

proposed large sale of Leopard tanks to Saudi Arabia which, if approved, 

would constitute a major revision of its policy against selling to areas of ten- 

sion. For these and other established suppliers the prime motivation becomes 

that of hedging against depressed sales or the loss of previous contracts.”4 

But the threat does not come solely from the major suppliers. In the midst 

of the economic cycle and recession which even extends into the arms mar- 

ket, additional suppliers have emerged from among the non-Western indus- 

trializing nations. Retaining their hold over the world market for conventional 

arms is what joins the U.S., the Soviet Union, and the large European deal- 

ers together. By contrast, it is the prospect of entering this marketplace and 
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of making any sales whatsoever which forms the developing countries into 

a third subgroup of suppliers following the two superpowers and the Western 

Europeans. 

This rise of Third World sellers is one of the more remarkable and least 

analyzed trends in conventional arms proliferation. SIPRI cites at least thirty- 

one states in Africa, Asia, Latin America, and the Middle East that produce 

arms. Years of investing heavily in R & D activity enables Third World arms 

industries to emulate Israel in the sense of beginning to compete with their 

own partners on the world market. During the 1970s almost three-quarters 

of the global arms trade consisted of Third World imports from the indus- 

trialized countries. The present decade has seen a growing number of Third 

World countries developing their own productive capacity. Even the poorest 

of them now has access to advanced forms of military technology. In conse- 

quence, the volume of trade in weapons between Third World countries is 

claimed to have grown ten-fold,”* or even beyond in cultivating military trade 

ties with the West, sometimes through joint production ventures and licens- 

ing.?° The end result is that for the first time the smaller arms producing na- 

tions have begun to make serious inroads into the export trade—a develop- 

ment already treated as a routine aspect of the global conventional arms 

transfer process. 
For Israel the trouble is that alleged licensees and users of its military and 

technological assistance may become competitors in the conventional arms 

trade, if they are not already so. Perhaps the two best examples are Singa- 

pore and South Africa. Because the former now can produce modified Sky- 

hawk planes cheaply, for example, it has the prospect of outbidding for buy- 

ers in Asia, Africa, and South America;?’ certainly in terms of Asia it has 

to be seen as a preferential supplier by virtue of its geographic location. In 

the case of South Africa, the experience of arms deprivation that led it to turn 

to outsiders for help in the field of military technologies has enabled it not 

only to catch up but to engage in selling arms to others as well, to the point 

where it is now the tenth, perhaps the seventh largest supplier.?* Argentina 

also appears to be making a major arms export drive.?° 

From the perspective of Israeli arms producers, then, the appearance of 

these Third World exporters signals still newer entrants in an already crowd- 

ed market. They raise the question of exactly what types of weapons Israel 

wishes to push in the world market. All types? Major weapons systems — 

tanks, planes, etc.? High-tech component systems? Or the traditional kind, 

like the Uzi, which proved so successful at an earlier stage of Israel’s conver- 

sion into a weapons supplier? 

In the field of emerging technology (ET) weapons Israel is at a disadvan- 

tage against the big suppliers. It is estimated, for instance, that the U.S. De- 

partment of Defense has spent about $2 billion just on researching and devis- 

ing nonnuclear laser weapons.*° As the experience with the Lavi reconfirms, 
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Israel cannot anticipate these kinds of sums to invest in independent R & D. 

To contract with foreign companies is only to complicate further the existing 

problem of securing later approval for selling systems with foreign compo- 

nents. In the narrower field of sophisticated tanks, missiles, naval craft, and 

planes, aside from the U.S. veto and Israeli reluctance to give these items wide 

distribution for security reasons, it seems clear that the competition from 

countries like Britain, France, West Germany, and Italy —or for that matter 

Brazil, South Africa, and Singapore —will be heavy and competitive in the 

extreme; which leaves the third category of standard conventional small arms, 

parts, and ordnance. However excellent the quality of Israeli merchandise, 

these are the types of weapons which every small and aspiring supplier is like- 

ly to promote in its immediate regional sybsystem, so that here, too, the com- 

petition will only get worse from Israel’s standpoint. 

Israeli exporters are thus beginning to find themselves caught in a squeeze 

between the really big arms merchants, with whom they cannot easily com- 

pete, and these new suppliers who, pursuing export promotion strategies of 

their own, are making inroads into Israel’s traditional markets. Within the 

group of Third World sellers, and especially those with whom it is loosely 

associated as part of the newly industrialized yet pariah countries, a great deal 

depends on Israel’s success in continuing to set an example. The challenge 

for all of them is to avoid extreme competition by vying for the same limited 

market and instead somehow to retain the same spirit of tacit cooperation 

that enabled them to become arms producers. 

There are thus ample question marks as to Israel’s ability to remain: (a) 

independent, (b) competitive, and (c) immune to unstable client relationships. 

Yet few would deny that Israel has proven itself capable of conducting an 

impressive if at times unorthodox defense sales program. Rather the doubts 

tend to center about Israel’s capacity to build further upon its past record. 

The last of the three basic causes for concern focuses not upon recent trends 

in the international arms trade but upon Israel’s own limitations. 

CAPABILITY VERSUS CAPACITY 

Not to be ignored in the list of problems originating in the arms trade com- 

petition are Israel’s objective limits, such as in the pool of prospective cus- 

tomers. “Market access” is as much a term of politics as it is of economics, 

being a function of a country’s power, prestige, influence, and centrality. 

Some of the largest and most lucrative markets, including virtually the en- 

tire Middle East, are closed to Israel for political reasons. If reports of arms 

assistance to the People’s Republic of China are true, it suggests that diplo- 

matic obstacles are not insurmountable. Nevertheless, Israeli foreign policy 

may not always be able, given greater diplomatic and economic adversity, 
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to keep open as many doors as necessary to sustain the export drive and to 

replace markets as they dry up. 

It is not at all certain these dangers are fully appreciated by policy planners 

in Jerusalem, least of all by enthusiasts within the military-industrial com- 

plex. SIBAT takes due note of the fact that weapons sales are the most hazard- 

ous branch of export, given the transient nature of supplier-client relation- 

ships and rapidly changing political circumstances. But what conclusion do 

Defense Ministry planners derive from this sober analysis? They advocate 

neither withdrawal nor closer scrutiny of arms recipients but, rather, attempts 

to “deepen” political and strategic ties with “many states” while striving to 

“widen the circle” of contacts.*? 

There is also the issue of whether, in the delicate conduct of arms trading, 

Israel, as an undisciplined democracy and open society, can succeed in moni- 

toring itself. One major source of embarrassment are premature reports which 

originate in Israel from time to time of arms transactions pending and under 

negotiation. Solely from the standpoint of policy effectiveness this phenom- 

enon of repeated leaks is inexcusable and borders on gross irresponsibility. 

Rarely do events converge to dramatize Israel’s vulnerability in the role of 

arms supplier as occurred in May, 1982, when front-page headlines in the 

world press reported two items about arms flows implicating Israel. The first 

referred to U.S. customs agents in New York detaining an Ecuadorean cargo 

plane carrying a shipment of Israeli-manufactured arms destined for Ecuador 

yet believed to be actually meant for Argentina.*? The second item reported 

remarks made by Defense Minister Ariel Sharon who chose a visit to the 

United States to confirm publicly for the first time that Israel had continued 

to supply $27 million worth of arms to Iran during the hostage crisis and even 

afterwards.** The adverse publicity was damaging in itself, presenting Israel 

as a country willing to supply arms to active combatants. 

Sharon’s insistence that the supply of spare parts to the Khomeini regime 

was done with U.S. approval had little effect on the American public and 

media. But in addition the episodes exposed a basic difference of political 

assessment between Jerusalem and Washington over the Falkland issue and 

the Iran-Iraq war as well as Iran’s ultimate stability.°4 Sharon went so far as 

to charge the U.S. administration with conducting a press campaign to under- 

mine Israel’s standing and to push through Congress the pending arms sale 

to Jordan.’ Revelations about supplies to Iran reportedly came as a surprise 

to the Prime Minister and dismayed other Cabinet members.*¢ 

Yet the Iranian affair was not the first nor the last time that Israeli officials 

have displayed a penchant for serving as the sources for press leaks. One 
earlier instance came in 1977 when then Foreign Minister Moshe Dayan open- 
ly discussed military ties with the Marxist government of Ethiopia. A second 
instance also occurred in May, 1982, when the Prime Minister cited Switzer- 
land as an example of courage in withstanding Arab pressure by agreeing to 
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purchase military equipment from Israel worth $220 million.” This met with 

a prompt denial from Bern. Later in the year the Swiss Army decided against 

the Merkava tank.** Again, at the close of 1982, the visits of Foreign Minister 

Shamir to Zaire and of the Foreign Minister and Defense Minister Sharon 

to Central and South America fueled press speculation, usually based on com- 

ments from members of the official delegations, about new deals, leading one 

Israeli newspaper to editorialize: “publicity now precedes delivery.”*? 

In the covert and clandestine world of conventional arms salesmanship, 

discretion is usually prized as essential. And even in the event of press spec- 

ulation the ground rules call for either denial or no comment. Too much 

prominence in the media and excessive attention upon Israel’s moves in the 

role of arms supplier are a separate source of embarrassment for Jerusalem, 

prompting one to assume greater reticence on the part of Israeli arms diplo- 

mats. Solely in terms of effectiveness and policy success, the quiet style of 

a David Kimche in pursuing, renewing, or strengthening arms contacts and 

military aid relationships are to be preferred to the too candid and undis- 

guised—one might say, undiplomatic— approach of an Ariel Sharon. 

At the domestic political level there are some early signs of discomfort if 

not of open dissent, at the magnitude and direction of Israel’s military assist- 

ance relationships, as well as specific ties. Reservations were expressed in 1984 

as to the wisdom for Israel in becoming implicated in Sri Lanka’s civil strug- 

gle, especially with its potential for spilling over into tensions with India. 

Reports of Israeli aid to Nicaraguan rebels likewise evoked voices of concern 

that Israel might slip into the role of proxy for the United States in contraven- 

tion of the Contadora Act by Central American nations calling for mutual 

reductions in arms, troops and foreign military advisers or assistance. Some 

voices expressed discomfort at Israel’s identification with Zaire’s regime. Still 

others saw potential trouble in ties with South Africa while Jewish liberals 

abroad were joining in the chorus of calls for punitive measures against Johan- 

nesburg and its apartheid policy. 

To the extent that these signs reflect anything deeper, the implication may 

be a lessening of the traditional solid consensus behind the forward arms ex- 

port campaign. One explanation is sensitivity to Israel’s negative world im- 

age. A second, sociological explanation may lie in the initial traces of an Israeli 

brand of antimilitarism stemming from the nation’s one long and unending 

war with its neighbors, from independence in 1948 to the heavy military pres- 

ence in Lebanon. This self-doubt as to the marginal utility of military force 

and fear of the militarization of Israeli life and politics could extend to the 

military-industrial complex’s influence and to pushing arms.*° While not nec- 

essarily representative, it is interesting to note an editorial comment not too 

long ago in the English-daily Jerusalem Post, entitled “Unsavory Trade.” 

Citing foreign press reports of Israeli arms to Nicaraguan rebel forces and 

denials by the Foreign Ministry, the paper referred to weapons transfers in 
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general as a “morally unsavoury, politically delicate and commercially risky 

business.” Cautioning that Israel has become cynical in this trade, it sought 

to make a distinction: 

To sell arms out of necessity —more justifiable in Israel’s case than in that of 

any other country in this awful trade—is one thing. To act as an agent of a 

CIA ... is another thing altogether.” 

The editorial ended by suggesting that this trade, “on which Israel has be- 

come dependent,” should be the subject of a “thorough political and econom- 

ic review.” Were public sentiment against trafficking freely in arms to gain 

momentum, which seems unlikely at the time of writing, it could serve as a 

second check on Israeli effectiveness: 

Transfer policy is vulnerable, too, to government changes. Earlier Labor 

cabinets proudly deepened relations with Iran. Likud leaders followed by mar- 

shalling arguments in favor of assistance to revolutionary Iran. But in Febru- 

ary, 1985, Prime Minister Shimon Peres, on behalf of the National Unity 

Government, revealed a sharp alteration of policy. He firmly denied that 

Israel was selling arms to Iran and added, “We are not going to sell any arms 

to Iran.”4? Peres said, “We consider the Khomeini revolution a very sad ex- 

perience in the 20th century. It is a very extreme and hostile movement and 

we do not have any reasons to support Khomeini.” 

There is also the economic factor involved in the relationship of foreign 

arms sales to the country’s industrial capacity and growth. One finds a slight 

awareness, but nevertheless an awareness, of the fact that, as Pierre points 

out, self-sufficiency in arms is illusionary.*? Merely to cite defense sales of 

$1 billion and more is to offer an incomplete economic picture, ignoring, for 

example, the high costs initially incurred in manufacturing the arms (import 

of raw materials, labor costs, R & D, etc.). One billion dollars does not rep- 

resent net gain or profit margin. On similar utilitarian grounds, the growth 

in Israeli exports has been more than matched by a growth in its imports of 

sophisticated arms and technology from the United States. 

There are other signs that Israel, its economy worsening, is approaching 

the limits of military industrial growth. Indeed, Israel has outdone itself, go- 

ing beyond what might have been predicted by economic indicators alone. 

Still, in terms of the future, Israel’s unique arms export diplomacy will be 

imposed upon a shrinking economic base. One telling example is the Lavi 

whose production costs already exceed estimates by Israeli experts.*4 

As a result the economic structure of Israel is in danger of becoming over 

extended and too dependent upon the manufacture and export of military 

equipment. In 1981 more than half of local arms production went for exports; 

these military exports, in turn, represented more than 20 percent of industrial 

exports.*° Professional opinion is that arms should not rise above 25 percent 
of total industrial exports;** yet if present trends continue Israel may rather 
quickly be approaching that point, if it hasn’t already done so. 
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One such warning came in the wake of the Iranian revolution when for- 
eign orders dropped markedly. One company, Soltam, saw its arms sales 
plummet from over $100 million a year to zero and had to fire 800 workers.*” 
These limitations were as much as admitted by government officials who in- 

sist that given the country’s economic condition, it is all but unthinkable to 

proceed simultaneously with such major projects as a Dead Sea-Mediterra- 

nean canal, nuclear reactors, and, most notably, the Lavi fighter project.“ 

Sudden fluctuations in the world arms market could threaten the collapse of 

any economy whose industry becomes so geared to arms exports. 

Furthermore, Israel stands to lose more and more of its earlier overall com- 

parative advantage, even to LDC exporters like Brazil, as the world arms 

market becomes increasingly predatory. While some resources, such as skilled 

and experienced labor, engineering and technical know-how, are readily avail- 

able, others, like raw materials and large capital investment, are in short sup- 

ply. Cuts imposed on the defense budget, dictated by high annual rates of 

inflation, have had the immediate effect of reducing local procurement by 

the Ministry of Defense. As a logical consequence state-directed defense in- 

dustries were encouraged to intensify their export marketing in the hope that 

the real cost to the economy of R & D and production might still be absorbed 

abroad as overseas purchasers took up much of the slack.*? Not even the 1982 

Lebanese campaign and the unanticipated extended stay and redeployment 

of forces prompted IDF and Defense Ministry leaders to reclaim for the mili- 

tary industry its previous role of primary local supplier. Some reserves which 

otherwise might have been freed for export, however, had to be drawn upon. 

Depending on the IDF’s needs in the coming year or two, exports could 

be less prominent; or else local purchasing, concurrent with further govern- 

ment budget cuts, could be reduced following a restoration of military force 

levels, thereby releasing military production once again for a renewed export 

drive. In any event, the export pattern becomes erratic. 

1982-1983: CYCLE OR DECLINE? 

Others’ competitiveness, cutbacks in orders by some of Israel’s best cus- 

tomers, arid its own limited capacity are three factors to be watched in the 

future. Their influence appears to have been evident in 1982-1983, when sta- 

tistical evidence suggested only a slight rise in defense sales. Certainly there 

was no high rate of increase in exports as in preceding years, which suggests 

the drive ran into trouble, unless significant transactions went undetected. 

Beginning with the last quarter of 1982, industrial exports began to decline 

rather appreciably. From October to June, 1983, they fell by some 25 per- 

cent. Hardest hit were the metals and electronics sectors, down by 35.7 per- 

cent in March alone compared with the previous year.®° Economic analysts 
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pointed to a variety of factors in addressing the sustained decline in export 

figures: the persistent economic recession in the West; the lower profitability 

of exports to Europe caused by the strengthening of the U.S. dollar and the 

slower rate of shekel devaluation; the financial crises suffered during 1982 

by several LDCs, forcing them to reduce all imports from Israel. 

Few commentators drew attention, however, to sectoral problems, more 

specifically to the impact reduced arms sales might be having upon export 

figures as a whole. Yet bits of the evidence were there to be pieced together. 

March, 1983 export figures led Industry and Trade Ministry sources to note, 

for example, that in March, 1982, there had been an exceptionally large sale 

of aircraft not repeated the following year.** One or two economic reporters 

analyzed that as much as 85 to 90 percent of the export decline in the first 

quarter of 1983 could be traced to a fall in the overseas sales of metals and 

electronics (25 percent in January-May), meaning primarily military-related 

equipment.*? By August government economists claimed that the drop in arms 

sales abroad was responsible for the 25 percent decrease in exports compared 

with August, 1982.5? Figures for the first nine months of 1983 revealed that 

exports of metals and electronics had fallen by seventeen percent.** Yearly 

figures for 1983 published by the Central Bureau of Statistics pointed to a 

3 percent decrease in exported goods, the loss of $200 million in industrial 

sales resulting from a 6 percent decline in industrial and farm products, and 

a drop of 5 percent in overseas military sales; metals and electronics exports 

fell from $1.5 billion to $1.3 billion in 1983.55 The Industrialists’ Association 

attributed this generally disappointing trade performance to a single cause — 

the sharp reduction in foreign military sales.*° 

The accuracy of their analysis was as much as admitted by the Minister for 

Industry and Trade, Gideon Patt. He revealed that military exports fell by 

$170 million in the first four months of 1983 and accounted for 90 percent 

of the poor record registered by the industrial sector, excluding diamonds.°*” 

Patt went further in offering a two-fold explanation: (a) the sale of planes 

to Argentina had not gone through because of political complications con- 

nected with the Falklands war; (b) in the wake of the Lebanese conflict the 

military industry was forced to divert some of its energies from the foreign 

market in order to fulfill its primary role, that of supplier of first instance 

to the Israeli army. What remained to be added, though, were the adverse 

effects of greater arms trade activity by other countries, and the credit prob- 

lems in arms procurement by those who would buy from Israel under better 

circumstances. 

It remains to be seen whether the downward trend in defense-related ex- 

ports around 1983 represented a temporary lull in the sales campaign of re- 

cent years or if it is indicative of a deeper, structural crisis suggesting Israeli 

weapons transfers might have been stretched to their limits. Worth noting 

is that the decrease in defense sales, whatever its causes, is not voluntary or 
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because Israeli planners have seen fit to impose self-restraints. Both the im- 

pressive export figures for 1979-1981 and the 1982-1983 decline serve to 

underline for us the contribution of arms exports to the national export ef- 

fort, and the precarious nature of this policy. Recognizing uncertainties about 

future prospects for arms sales apparent in 1984-1985, now is the appropriate 

moment to draw some conclusions about Israel and the international arms 

trade at mid-decade. 

ISRAEL’S STANDING AS A SUPPLIER 

After analyzing Israel’s foreign military relationships and domestic military 

industries, we find the role described for it in previous accounts to be exag- 

gerated in some ways and underestimated in others. At the international level, 

and in terms of global patterns of conventional weapons transfers, Israel does 

not rank as a major arms supplier; yet neither is it inconsequential. 

Respected to the point of being described as the world’s fourth strongest 

military power, Israel was also graded as high as seventh in the sales of con- 

ventional weapons in 1981.5* This prominence, while possibly flattering to 

arms enthusiasts and lobbyists in Israel, is unwarranted on the basis of com- 

parative data and in light of more recent developments. 

Certainly Israel qualifies for inclusion among the twenty largest suppliers, 

especially when allowing for “invisible” sales which remain undetected and 

unreported. Nevertheless, its true position is probably closer to fifteenth than 

it is to seventh (Table 10.1). These findings further show Israel to be marginal 

in terms of each country’s volume of weapons transfers and also in its share 

of the total market. 
Four countries—the United States, the Soviet Union, France, and Brit- 

ain — dominate the market and do business worth billions of dollars each year. 

They accounted for 87.5 percent of the value of arms supplied to the develop- 

ing world during the decade of the 1970s.*° Despite mounting competition, 

in 1980 these four major suppliers still managed to divide something like 77 

percent of the market between them.® The United States alone reportedly 

earned $18.3 billion from the sale of arms during 1982-1983.°' As for the next 

largest West European suppliers, France, illustrating the magnitude of sales 

as compared with the $1 to $1.5 billion earned by Israel from all its trans- 

fers, is said to have sold approximately $5 billion worth of military equip- 

ment to Iraq alone since the outbreak of fighting in the Persian Gulf in 1980.° 

Furthermore, this initial gap between the top arms export leaders and Israel 

is constantly widening. Even other developing countries like Brazil are com- 

ing to surpass Israel in the volume of their sales. The Third World share of 

the global trade in major conventional weapons is, in any case, relatively 

small—2.4 percent for the period 1979-1981 according to SIPRI; under 8 per- 

cent in 1980 on the basis of ACDA data.® Of the six largest Third World 
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Table 10.1. Leading Arms Exporters, 1982. 

a a ee eee 

1980(a) 1981(b) 1982(c) 

1. Soviet Union Soviet Union Soviet Union 

2. United States United States United States 

3. France France France 

4. United Kingdom Italy United Kingdom 

5. West Germany United Kingdom Romania 

6. Czechoslovakia West Germany China 
7. Italy Netherlands Italy 

8. Yugoslavia Sweden Czechoslovakia 

9. Poland China West Germany 

10. Switzerland Czechoslovakia Brazil 
11. South Korea Switzerland Poland 

12. China Canada Spain 

13. North Korea Japan North Korea 

14. Netherlands Brazil South Korea 

15. Saudi Arabia Israel Israel 
16. Turkey Libya Libya 
17. Austria South Korea Egypt 
18. Israeli ; Egypt Switzerland 

19. Belgium \ * Saudi Arabia Canada 
20. Brazil Netherlands 

*Arms exports for all three countries given as $140 million each. 
Derived from (a) ACDA, 1971-1980, pp. 75-116; (b) SIPRI Yearbook, 

1982, pp. 188, 192-193; (c) ACDA, 1972-1982, pp. 58-94. 

exporting countries, Israel was listed by SIPRI as second (21.1 percent of total 

Third World sales), with Brazil in first place for the years 1979-1981 at over 

double the figure (45.6 percent).® Israeli transfers, in sum, represent but a 

tiny fraction —somewhere between 0.6 percent and 4 percent — of total ma- 

jor world arms exports.°®® 

It further helps to maintain a sense of proportion by recalling that no coun- 

try in the world derives all—or most —of its armaments from Israel alone. 

Each state receiving weapons from Israel also gets arms from other countries. 

In addition, Israel is more likely to pursue small, unobtrusive sales unlike the 

pacesetters in quest of large contracts and political gains. Finally, because 

of their marginality, Israeli arms alone cannot really be viewed as the primary 

cause for regional instability. Argentina could, and did, get military aid else- 

where than from Jerusalem alone. 

A clearer, more balanced perspective, therefore, is needed. While marginal, 

nevertheless, Israel has to be recognized as the fifth or sixth largest pro-West- 
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ern supplier after the United States, and among the top three Third World 
suppliers, making it significant as a supporter of Western global interests and 
as representative of the arms export trend characterizing the newly industri- 
alized countries like Singapore, South Korea, Taiwan, Brazil, and Argentina. 

Israel’s real importance for students of the conventional arms trade lies in 
this latter category. Perhaps the most interesting trend at present is the grow- 
ing number of non-Western, developing countries active in promoting weap- 
ons transactions of their own. Arms exporters can be classified in three broad 
categories: principal, secondary, or developing suppliers of weapons. In 1965 
monetary terms $80 million per year in arms sales or equivalent aid value 
qualified a nation as a principal supplier, while the difference between sec- 
ondary and developing supplier countries was $10-$80 million and $1-$10 
million respectively. Retaining this range of sales activity while allowing for 

inflation and the boom in the arms market since then, Israel fits the middle 

category of second-tier suppliers. One of the first developing nations to sup- 

ply its own needs and to achieve exporter status, Israel had gained recogni- 

tion as a secondary supplier by the early 1980s yet stands only on the fringe 

of the circle of principal supplier nations. By understanding the Israeli expe- 
rience in responding both to adversity and opportunity, one may be better 

able to follow the conversion process from arms import through indigenous 

military production to arms export now underway in other Third World na- 

tions intent on catching up. 

In sum, the question whether the Israeli arms sales program is major or 

marginal does not lend itself to a single, definitive answer. The answer de- 

pends really upon a second question: major or marginal from what stand- 

point? In international terms Israel’s military assistance, while significant in 

a few specific areas, is nonetheless marginal, whereas from a domestic per- 

spective the impact and present importance of the military industry and its 

arms sales are in fact of major consequence. 

Among the weightier domestic considerations are: full employment and sus- 

tained production in the defense-reiated industries primarily charged with 

meeting Israel’s own requirements in military equipment; the fact that a sci- 

ence-based, military-oriented technology of high standards is one of the coun- 

try’s few marketable assets; surplus stocks of weapons of proven performance 

under actual battlefield conditions. Other pressures include: the need for hard 

currency in view of an alarming national balance of payments problem; a no 

less serious trade imbalance; and the search for diplomatic leverage with for- 

eign governments some of which are unprepared at the moment to maintain 

formal ties, yet are quite willing to accept military aid and to purchase arms 

from Israel. Or as it was put by one Israeli official in referring to how the 

United States and the others see Israel’s trade: “For them it’s a drop in the 

bucket. For us it’s vitally important.”*” Thus the real question becomes wheth- 

er Israel, poised at the mid-1980s, will see defense sales stabilize at pres- 
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ent levels—and possibly even decline both in dollar terms and market share — 

or whether it will have the forward momentum, the industrial and techno- 

logical capacity, and the opportunities to meet the challenge, retaining the 

stake it has fought so hard to achieve. 
Nor are international conditions especially propitious. Israel’s diplomatic 

exclusion, uncertain client relationships, and the shadow of the United States 

over Israeli weapons development are serious constraints. Two other world 

trends are relevant for the immediate future. Arms markets may not expand 

appreciably in the future. Due to payments problems as well as to problems 

involved in the ability to absorb weapons, the cycle of “big buys” which 

prompted the spectacular arms export growth rate recorded in the late 1970s 

may well yield to a period of more modest purchases. Similarly, even as the 

market begins to decline, Israel finds itself competing against other Third 

World suppliers like Brazil, South Korea, and Singapore enjoying certain ad- 

vantages —of resources, of contacts, of location—of their own. 

If the outside environment is changing, so, too, is Israeli policy. In fact 

several trends are underway. First, the convergence of diplomatic, strategic, 

and economic interests, always strong, has become that much more power- 

ful. Together they make the need to sell, as well as the wisdom of military 

transfers by Israel, axiomatic. Israeli foreign military assistance is accepted, 

and appreciated, as a vital component of external relations, as an essential 

element of the national defense posture and, now, as a pillar of the economy. 

By reinforcing each other the triad of arguments and incentives provide an 

overarching rationale on behalf of a continuing arms supplier role for Israel. 

This will remain so even if and when the costs, or possibly the risks, in any 

single given area should increase. 

At the same time, however, the position of the three basic Israeli national 

interests within this larger pro-arms export argument —the relative emphases 

of each—appears to be undergoing revision. 

At the diplomatic end of the scales, arms themselves, as opposed to less 

visible military assistance (training, advisers, etc.), have moved from a minor 

and inconsequential position to that of an indispensable instrument of Israeli 

foreign relations. While the diplomatic argument itself has been weakened 

by an inability to reverse Israel’s decline internationally through statecraft or 

arms alone, some useful lessons have been learned from previous disappoint- 

ments with military aid. Expectations have been adjusted downward and 

changes of approach introduced so that no longer is it anticipated that arms 

supplies will be rewarded by open support for and identification with Israel. 

Arms relationships are pursued discreetly, on a quid pro quo basis and in- 

directly, sometimes through third party arms brokers. The revised policy re- 
flects greater realism in acknowledging the tenuous nature of political influ- 
ence and the limits to diplomatic leverage by a small state. 

Second, as diplomatic considerations hold fast, the military or strategic fac- 
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tor has increased in the 1980s. In part this reflects greater Israeli attention 
in the present decade to military relationships with other countries: on the 

one hand, with the developing nations, and, on the other hand, with the Unit- 

ed States. As a result, Israel has adopted more of a global view in perceiving 

where its vital security interests lie and how they might best be secured. De- 

fense sales, in short, provide Israel with a global reach. The effects can be 

seen most recently from reports of Palestinian pilots active in Central America 

countered by Israeli activity such as defense equipment and assistance in what 

amounts to the internationalization of the core Arab-Israeli conflict. The other 

explanation for this wider security perspective stems from the pivotal role of 

the Israeli defense establishment in making arms sales policy — indeed, in mak- 

ing foreign policy —as well as in its execution. 
Third, and particularly noteworthy for the future course of Israeli arms 

diplomacy, the economic motivation of late has become foremost. It merits 

repeating that were the military assistance and sales program to be terminat- 

ed entirely, or even in part, whether voluntarily by Israel as a conscious gov- 

ernment decision, perhaps on moral grounds, or because arms diplomacy was 

no longer effective in opening arms relationships, this would have the most 

adverse consequences for both the economy and society of Israel. Israel’s De- 

fense Minister Arens represented this dominant school of thought when he 
argued in 1983: 

It is widely agreed, and incontrovertibly substantiated by the facts, that the de- 
fense industry is today one of the most advanced and efficient sectors in the Is- 
raeli economy. Our military exports are a very large component of overall in- 
dustrial export. . . . Revitalizing the economy and making it more progressive 
requires that the defense industry be encouraged... 

Israeli commercial interests, such as maintaining both the standard of living 

and international trade relationships, are increasingly difficult to resist. 

It follows that if weapons transfers are an economic necessity even more 

than a military and diplomatic priority today, it is unreasonable to assume 

that Israel would reject arms deals worth millions of dollars or suddenly re- 

verse course by curtailing or terminating the weapons export program. After 

all, as a small state with an unenviable challenge to its security and with lit- 

tle else going for it in the equation of international power and influence, it 

should not be expected to forego so valuable an asset, least of all unilateral- 

ly, in the absence of multilateral agreement among the major arms traders 

and without a genuine Middle East peace. On the contrary, and until such 

regional and global conditions prevail, both the Israeli public and its leader- 

ship remain convinced that it makes good military, political, and business 

sense to sell arms. 

Israeli arms sales activity, emulating that of the pacesetters in the world 

arms trade, suggests that economic criteria are no longer easily subordinated 
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to political or diplomatic considerations. The conventional wisdom about 

weapons transfers used to view them primarily as an adjunct of a state’s for- 

eign relations. This thinking is challenged once exporting arms and military 

technologies comes to be seen as economically indispensable. In Israel’s ex- 

perience until now, these economic and commercial considerations, together 

with the diplomatic and military ones, by and large have tended to be positive 

and mutually reinforcing. What remains to be seen is whether good business 

can be prevented from making for bad international politics on the part of 

Israel. 
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CAN ISRAEL KEEP PACE? 

In comparison with other Third World and secondary suppliers of conven- 

tional weapons, Israel had the benefit of a headstart. As an enterprising small 

state with clearly-defined vital national interests, it has pursued low-cost op- 

portunities for increasing security and influence through modest weapons 

transfers. This has continued for some three decades during which time do- 

mestic, regional, and global conditions have for the most part been favorable. 

But now Israel may be at a critical turning point in its remarkable arms sales 

diplomacy. 

In anticipating current market trends and future prospects, our study finds 

Israel probing the outer limits of its growth, not so much as an arms manufac- 

turer and producer, where its capacity still appears to be great, as in the role 

of arms exporter and international weapons trade competitor. Among the 

more serious constraints on further defense export achievements which we 

found are: reliance in certain critical areas on the United States, which, in 

turn, reveals America’s own ambivalence toward Israel as both ally and com- 

petitor; increasing competition for markets among the major suppliers, and 

unreliability for a small state like Israel of contemporary supplier-client rela- 

tions in a fluid global market and at a time of national and worldwide 

economic recession. 
Nevertheless, there is no reason why Israel should not be able to cope with 

these limitations without having to forego what has been, and remains, a 

legitimate as well as effective instrument of foreign relations. To do so re- 

quires greater thought to what we see as the determinants of success. 

ISRAELI POLICY ALTERNATIVES 

How might Israel best respond to contemporary pressures and challenges 

in preserving its status and competitiveness within the conventional arms 

trade? The question as phrased intentionally rules out one theoretical option: 

that of self-abrogation, or withdrawing itself from the competition. The en- 

tire thrust of our analysis has been to show just how deep and serious the 

Israeli commitment is. Rather, the following guidelines might be incorporated 

AAS) 
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as part of an Israeli effort to combine maximum effectiveness with minimum 

risk in its weapons transfers practices during the remainder of this decade. 

Some of the pitfalls in the conventional arms trade are implicit in the in- 

ternational setting and therefore beyond Israel’s control. Others, such as un- 

due adverse publicity, however, can be avoided or minimized through greater 

care for how the arms policy is designed, debated, and executed at home. 

A Clarified Arms Sales Strategy 

Foreign military sales are means to identifiable ends. These ends deserve 

to be clarified, first, in the minds of those responsible for making Israeli 

policy; and second, to a greater extent than at present, in the minds of the 

broader Israeli public. Success in the use of arms transfers will depend directly 

on the perceptiveness and validity of the strategy guiding them and on the 

popular consensus —as opposed to parochial support by any particular sec- 

tor or group —lining up behind the policy. In each instance sales consciously 

must be subordinated to strategic and foreign policy objectives which often- 

times seem to be lost upon government officials as much as they are upon 

the wider public. 

Failure to establish and maintain general policy guidelines, publicly enun- 

ciated and carefully enforced, could be detrimental. The entire effort might 

remain clouded in obscurity. Individual sales will be treated ad hoc without 

being integrated into the larger framework of policy. A feeling that arms sales 

practices were irrational, irresponsible, and inconsistently applied could take 

hold at home, and even abroad by friends of Israel. The end result could be 

a series of setbacks and embarrassments because thorough prior considera- 

tion had not been given to the unintended consequences arising from random, 

uncoordinated, case-by-case and country-by-country sales. 

Admittedly, judgments about arms transfers are not easy to make, and they 

often invoke conflicting aims and values. Yet governments inevitably must 

wrestle with these questions. For Israel, sending equipment to countries ac- 

cused of violating human rights may be unfortunate. Yet if the reasons for 

doing so are sound, then the case ought to be presented as forcefully as 

political prudence allows. In thinking about this and related military aid ques- 

tions, Israeli leaders can only stand to benefit from clarifying the soundness 

of national goals and then measuring their achievements against these objec- 

tives. In sum, principles of foreign military assistance and arms transfers 

ought to be discussed more openly; not, however, the particulars of various 

transactions. 

Tight-Lipped Diplomacy 

Logically one would expect the validity of concepts underlying arms ac- 

tions to be tested in the public domain, with the actual handling of policy 

being done professionally within authorized government agencies and re- 
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moved from the public eye. Of late, however, the reverse situation seems to 

have prevailed, with an audible silence as to principles contrasted to inordinate 

official utterances and government leaks concerning the details and modal- 

ities of specific military partnerships. Statements about arms sales should be 

issued only after they have been approved in an authorized forum. It seems 

elementary that like everything else connected with arms diplomacy, an- 

nouncements should come from government circles rather than from in- 

dividual officials. This is one area at least which is under Israel’s control and 

where greater self-restraint should be shown. 

Trading in arms is, along with intelligence-gathering, military planning, 

secret overtures, guaranteeing energy sources, and antiterrorism, one of those 

six most sensitive areas of Israeli foreign relations where discretion is absolute- 

ly essential. For this reason, the details of the scope, mechanics, tactics, and 

implementation of country-to-country transfers ought to be shielded from 

public scrutiny, unless, of course, there are compelling reasons for doing 

otherwise. Discretion in the reporting of defense matters, including specific 

defense sales, is a traditional Israeli practice which has been seriously breached 

in recent years, causing damage to sensitive political relations with clients as 

well as with the United States and to Israel’s image, resulting from undue 

publicity or premature disclosure. Premature disclosure of the extraordinary 

effort at arranging the exodus of Falashan Jews from Ethiopia and Sudan 

to Israel in January, 1985, serves here as an object lesson in quiet diplomacy 

and what happens when its special rules are disregarded. 

Improved Policymaking Procedures 

The third area for improvement concerns process. Insisting upon greater 

discretion is merely the first requisite for procedural change. There remains 

room for tightening other controls over the military assistance program. In 

order to better explain Israel’s position and motives the diplomatic, military, 

and economic considerations need to be more closely integrated with the in- 

formation services. Bureaucratically, all too often in the past, personal or in- 

terdepartmental rivalries and the absence of close coordination, especially be- 

tween the defense and foreign ministries, have been permitted to handicap 

arms trade diplomacy. At the same time unanimity within policymaking struc- 

tures runs the risk of overvaluing the policy. 

The very existence of such a multifaceted national effort legitimately reem- 

phasizes the need for a national security council framework. Periodic review, 

debate, and controls become a vital safety net against miscalculation and 

against excessive dependence on this one area of activity. Convening the 

Ministerial Committee on Weapons Transfers was a step in the right direc- 

tion by the Begin government. Nevertheless, it may be that the scale of ef- 

fort has simply outpaced and outgrown the structures needed for managing 

the production and flow of Israeli arms. For example, at no level is there pro- 
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vision for a process of comprehensive arms policy evaluation, nor is there 

at present a permanent unit charged with considering the political implica- 

tions and economic consequences of defense sales. 
That the sum is larger than its parts may be a political truism, yet one which 

must find institutional expression. A policy planning staff is needed, for ex- 

ample, to bring together civilian and military perspectives, immediate cir- 

cumstances with larger global patterns and trends. Export controls should 

be meshed more closely with foreign policy, and any organizational change 

should come through either a security council or strengthening the Foreign 

Ministry, especially considering the Defense Ministry’s extremely close work- 

ing relation with the special interest groups which make up the armaments 

industry. Alternatively, or in conjunction with the government, the twin tasks 

of monitoring policy and international developments would benefit from 

closer involvement by the Knesset’s Foreign Affairs and Security Committee. 

In addition, the aid of independent think tanks and strategic studies centers 

in Israel might profitably be encouraged in defending the country’s arms trade 

position against either of two undesirable eventualities —a traumatic loss of 

markets and sudden decline in military exports, or no less ominous, exag- 

gerated expectations and a headlong rush to fill orders occasioned by a steady 

flow of sales opportunities. If Israel’s desire is for deeper and ongoing arms 

partnerships, then it is clear that government agencies and private firms alike 

will require more highly trained personnel. International relations experts, 

international economists, and regional specialists sensitive to both systemic 

factors and local conditions are no less important as risk consultants for a 

balanced national policy than are retired army officers knowledgeable about 

Israeli weapons systems or their operational use. 

The Exercise of Greater Circumspection 

The logic for selling arms will always appear strongest in the case of smaller 
suppliers like Israel; so, too, the impulse to grab at the opportunity for pro- 
moting military products. It is all the more important for Israel’s self-image as 
well as its world reputation, therefore, that principles be maintained concern- 
ing categories of weapons made available and their prospective recipients, in- 
cluding, for example, prohibitions against the sale of weapons for use in civil 
wars or the suppression of domestic opposition. A certain deterioration or 
lowering of standards seems to have taken place over the past several years 
which ought to be arrested. 

Market diversification can be combined with greater selectivity in confer- 
ring upon Israel this necessary latitude should it prefer not to sell particular 
items to a particular country or regime at any given time. Such circumspec- 
tion seems politic on two counts: externally, in not appearing Overeager or 
indiscriminate; domestically, in preserving support for the existing policy, 
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since it appears that the overwhelming majority of Israelis do not object to 

the general thrust of arms-selling, merely to the impression sometimes given, 

as with Zaire, of impulsiveness, mismanagement, or simply too much noise. 

Cautionary measures, however, go beyond individual client countries, 

weapons, or transactions. Given Israel’s economy and industry approaching 

the mid-80s, military sales come close to dominating the country’s foreign 

trade and certainly its industrial exports. Estimates of the latter ratio range 

between one-fifth and one-third. Even if effectively restricted to no more than 

one-quarter of industrial exports, the sale of arms, acknowledged generally 

to be one of the more unstable and unpredictable areas of international com- 

merce, would in Israeli terms be excessive. A sudden drop in sales, due perhaps 

to being edged out by other sellers or possibly because a good customer can 

no longer afford additional purchases, has no use for them, or is itself man- 

ufacturing comparable items, would introduce profound shocks in an already 
shaky economy. Hence the need is for establishing aggregate limits — and for 

adhering to them even in the face of additional seductive opportunities which, 

in toto, would overcommit and further distort the economy. 

In effect, an institutionalized program of sales restraint, with built-in con- 

trols and inhibitions is called for. The burden of proof should no longer rest 

with the opponents of arms shipments. It should be the duty of officials, arms 

producers, and arms dealers to prove that an arms sale is absolutely necessary 

and justified in terms of the national interest. This will necessitate closer 

scrutiny as well as better coordination of arms sales proposals in the future. 

Arresting the process of nearly automatic sales authorization clearly depends 

on the imposition of deliberate checks and balances. 

Restraining the Special Interests 

Unquestionably, the most politically sensitive issue will be whether, and 

in what way, to monitor the influence on policymaking of the military and 

industrial interests. One acknowledges the profound and positive contribu- 

tion made in the course of modern Israel’s history by the defense industries. 

If not for them it would be hard, if not impossible, to picture the position 

of Israel in the three critical areas of defense, economic growth, and inter- 

national respect. 

Yet the existence of a powerful military-industrial complex which subscribes 

to the series of politico-strategic and commercial propositions current in Israeli 

thinking toward arms export diplomacy, nevertheless, poses a problem. These 

interlocking groupings form the domestic framework for defense production 

and export, and they share in the assessment that the weapons trade serves 

the national interest and is as promising as it is profitable. They present a 

weighty argument and exert a strong influence on the decision-making pro- 

cess. Moreover, their preoccupation with promoting foreign military trans- 
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actions inadvertently only further strengthens what has become a form of 

dependence on external factors under unstable circumstances. Once these 

defense industries, government agencies, private corporations, and their over- 

seas sales representatives become so export-oriented, the sale of military hard- 

ware in effect becomes an end in itself. As the industry has grown, so have 

its sales abroad and so, too, its impact on the government and the national 

defense exports policy. 
The director-general of Rafael has explained that due to the classified nature 

of its weapons development work his company’s export sales remain limited 

to about $10 million per annum. But he then proceeds to argue that in order 

to attract new sources of outside funding and as a means of lowering the costs 

of newer systems for the IDF, the contribution made by exports must increase, 

and in fact is “vital” for the future of Rafael.! One consequence of the in- 

fluence of the military-industrial complex and its lobbying could well be a 

relaxation of standards which at present exclude many military products from 

the arms export inventory. As of now these standards represent possibly the 

greatest single limitation on the further development of Israel’s arms export 

potential. The influence exercised in favor of weapons transfers by Israel’s 

nationalized, seminational, and private business interests, as well as by a 

government agency like SIBAT within the defense establishment and charged 

with promoting arms sales, argues for the progressive liberalization of these 

standards. 

Arms diplomacy, if it is to achieve its combination of strategic, economic 

and political objectives, must not be allowed to become the captive of special 

economic interests. A political arms supply policy must involve restraint; yet 

an arms supply policy dominated primarily by economic considerations can- 

not afford restraint. Industrial and commercial objectives may well run coun- 

ter to political objectives, and a policy which concentrates on the former could 

prove, from the long-term standpoint of Israel’s international position, to be 
myopic. 

In Israel the defense industrial base remains a national resource. Therefore, 
insofar as exports contribute to the survival of defense industrial capacity, 
and in the absence of alternatives, the government is committed to promote 
them. Except that with a relatively small home market, policymakers now 
find themselves under growing pressure to permit companies to export well 
over half of their annual production in order to maintain the economic viabili- 
ty of the defense industries. Intense pressures from the military-industrial sec- 
tor, for example, prompt skepticism at the government’s declared intention 
not to permit military exports to exceed 20 percent of total industrial exports. 

First, because the logic of opportunism and necessity, backed by enthusi- 
astic administrators and salesmen, encourages everyone actively involved in 
the arms export drive to aim for constantly higher annual performance rec- 
ords; to hold steady is to recede. Secondly, even were arms sales to remain 
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at their present level of more than one billion dollars, as long as other ex- 
port sales, such as of textiles, continue to decline, the effect automatically 
will be to elevate the status of military transfers within the totality of Israeli 
exports. Thus, while the arms boom continues, and unless a major overhaul- 
ing of the national economy takes place, economic dependence upon this 
single—and singularly vulnerable—sector seems likely to continue. 

Thus in 1982 Israel had one of the highest ratings in the world in terms of 

arms exports in relation to total exports. Statistical computations by the U.S. 

Arms Control and Disarmament Agency placed Israel fifth, with a ratio of 

6.9 percent based only upon known or verified transfers. This figure was ex- 

ceeded only by Egypt (9.3 percent), Romania (9.5 percent), the Soviet Union 

(12.5 percent) and in all probability North Korea (13.2 percent in 1976).? Israel 

presently leads the Western and the democratic states. The United States, for 

all its major arms export efforts, still manages to preserve a low ratio of 4.5 

percent of military sales to total export sales. It is that much more disturb- 

ing, therefore, to read of official government reports, like that of the Yiftah 

Commission in 1984, which confidently note that the defense industries are 

far from realizing their full export potential and which enthusiastically en- 

courage an export campaign aimed at marketing the Merkava tank and, later, 

the Lavi fighter plane.* 

That such defense-related shipments might be unavoidable and even vital 

from a national standpoint would be a legitimate even if uncomfortable argu- 

ment. Less acceptable, however, would be such prominence owing to par- 

ticularistic or private concerns which took for granted that their interests were 

somehow synonymous with the national interest. “What’s good for General 

Motors is good for the nation” has yet to make its way into Israeli political 

culture or parlance; still, it may not be so removed from reality. The distinc- 

tion between the defense complex and the state is an important one; it needs 

to be made and, no less important, to be retained. 

Giving Thought to Reconversion 

An alternative approach to imposing immediate export limits takes the 

longer view. It acknowledges that defense sales have a definite role to play 

in the future economic independence of Israel. It calls for a two-fold pro- 

gram: (a) encouraging dual-use manufacture of military systems which also 

have a civilian application; (b) redirecting the arms industry, or, more precise- 

ly, certain selected sectors within it, to civilian purposes. However, the pros- 

pects of success for, and the initial effect of, such a program are not im- 

mediately apparent; moreover, even this gradual conversion from defense to 

social expenditures would be resisted by some of the most powerful industrial 

and military sectors. 

Yet it would not, in principle, be harmful to the economy as a whole in 
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the long run. Neither would this conversion entail any major switch of re- 

sources from the defense sector. Initially, all that is required is a joint effort 

by the government and the defense industries to explore models for convert- 

ing military production facilities to civilian-related production. This in itself 

would signal greater restraint. Indeed, the spin-off benefits for nonmilitary 

research and development always have been presented as a principal selling 

point for Israel’s undertaking such major and ambitious projects as the Merk- 

ava, the Kfir, and the Lavi. 

Continued Resourcefulness , 

If Israel’s arm diplomacy is to survive, it must continue the tradition of 

industriousness at home and resourcefulness abroad. Today, in order to com- 

pete, a supplier state must have several requisites. These include: a well- 

developed internal production capability, financial resources, scientific and 

educational potential, organizational and political abilities, an extensive reser- 

voir of industrial know-how and human skills, large and continuous require- 

ments for its armed forces, and the willingness to export defense products 

to other states. With the exception of financial resources, Israel possesses 

every one of these requisites. It has both the industrial base and the manpower 

base; unlike other LDC defense industries which tend to level off at the in- 

termediate stages of production capability as the skills required for more ad- 

vanced weapons design elude them, Israeli manufacturers continue to master 

today’s most innovative technologies, like microelectronics, computers, and 

a new generation of precision-guided, so-called “smart weapons.” 

For this reason alone the Lavi project is of vital importance. Production 

of the Lavi goes beyond mere national pride or symbolism and is meant to 

preserve if not widen Israel’s technological lead over other rival suppliers. Its 

fulfillment means reduced dependence on arms supplies from outside sources. 

Full production means employment, scientific research, and economic spin- 

offs. The Lavi project will build up the domestic arms industry and preserve 

Israel’s status as a world leader in aerospace; there is also at least a prospect 

of the Lavi joining the inventory of Israeli military exports. If American am- 

bivalence, private and government, toward the project cannot be resolved in 

favor of the project, and if Israeli leaders are determinéd to see it through 

to completion, then efforts must be redoubled to find alternative sources of 

financing and technological cooperation. Reports along these lines referred 

to interested private American investors; to discussions between Defense 

Minister Arens and French defense officials on the possibility of Franco-Israeli 

arms cooperation; and, by August, 1983, to unspecified orders for Lavi parts 

placed by the Israel Aircraft Industries with European firms.’ 
Whatever the economics involved, the political implication seems rather 

clear. Squeezed between dependence on the United States and the mounting 



CAN ISRAEL KEEP PACE? 223 

payments deficit, Israeli arms enthusiasts are strengthened in arguing that the 

country is forced to make greater efforts to expand its own weapons export 
campaign. 

This situation makes resourcefulness that much more imperative. Achieve- 

ments notwithstanding, Israel’s deficiencies cannot be swept aside. Like the 

heavy costs of military research and development, or factors of scale, they 

are real, and a daily fact of life. Among the important weapons producers 

in the Third World, only Israel is not included in the group of states with a 

relatively large GNP.° Certain countries have apparently already overbur- 

dened their economies by ambitious arms-production programs. Israel is a 

particular case in point, since it ranks only approximately twelfth on the list 

of arms production potential.° At least sixteen other countries have a domestic 

arms-manufacturing capacity extensive enough to enable them to become 

significant exporters within this decade.’ 

In this emerging competitive system, functional specialization and com- 

parative advantage will largely determine the fate of Israel’s diplomacy of 

military transfers.2 Two groups of arms suppliers are likely to emerge: the 

largest and most industrialized countries, which will concentrate on developing 

sophisticated technologies, and the smaller arms-manufacturing countries will 

be left with less advanced systems and standard items. Presently Israel is posi- 

tioned in the middle, yet leaning heavily toward the former group. Exactly 

where it will fit in the coming decade is unclear as yet, to be decided by the 

gravity of the possible challenges and the nature of the Israeli response. A 

good deal will depend upon the ability and ingenuity demonstrated so often 

in the past in adapting to change. 

Flexibility in Terms of Trade 

One possible demonstration of resourcefulness can be shown in the fight 

to retain arms clients. Like any other supplier, Israel’s obvious preference is 

for deals on a cash-and-carry basis, with prompt payment and in hard cur- 

rency. In striving to maintain their competitive position Israeli negotiators 

and contractors already show a good deal of realism in offering liberal repay- 

ment conditions. Still, there is certain to be a problem as the list of cash-short 

debtor countries grows. It is suggested, therefore, that Israel give greater con- 

sideration to the idea of countertrade. This entails a willingness by Israel as 

supplier of military arms and aid to accept, in lieu of cash, an equivalent 

amount of goods or raw materials. This practice, in effect, represents a type 

of barter which could be beneficial to Israel. 

Economists purport to identify the emergence of a new international eco- 

nomic order, one of whose central features is a return to the former practice 

of barter due to the shortage of convertible currency. Thus many develop- 

ing countries subject to financial constraints arising from their foreign debt 
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position are reverting to countertrade to fill part of their import requirements. 

Third World countries insisting upon countertrade are making it an impor- 

tant consideration for their international defense purchases;? and if Israeli 

government arms salesmen want to compete successfully abroad they will do 

well to emphasize such arrangements. 

Fortunately, while some suppliers anxious for hard currency have not over- 

come their distaste for countertrade, Israel has never precluded such ar- 

rangements. Quite the opposite. Barter has worked well in the past. A notable 

example was the military partnership with the Shah of Iran based upon arms- 

for-oil. Similarly, Israel is reported to have a barter arrangement with Argen- 

tina, by which it receives approximately $100 billion worth of beef for arms.*° 

A barter arrangement could facilitate further transfer relationships as well 
with countries like Mexico, Venezuela, and Zaire. In fact, receptivity to 

barter transactions is the declared policy of the Ministry for Industry and 

Trade? 

Balance in the Mix of Arms 

It is clear that in keeping with the principle of diversification, Israel wishes 

to preserve all options in marketing the widest possible range of defense goods 

and services: from standard arms to state-of-the-art complete weapons sys- 

tems, from actual hardware to technical advice and scientific data. Yet it may 

be that some options are more effective and promising than others. 

The entire impetus originally for a modest arms diplomacy came from the 

shipment of simpler items and small arms like the Uzi, and, more recently, 

the versatile Galil light-assault rifle. Even now they account for a substan- 

tial percentage of Israeli sales. On the one hand, these sales do add up; another 

advantage is that they are less likely to be detected or traced. On the other 

hand, they are the least profitable and are unsuitable to serve as the core com- 

ponent of a sophisticated sales program, especially when one considers the 

manufacture of similar items by so many other countries, including new Third 
World arms exporters. 

Historically, it is worth remembering that Israel has carved out a niche for 

itself in the arms trade by successfully countering the cost increasing tenden- 

cy of new weapons technology for itself, and then passing these savings on 

to others. It has designed processes for increasing the lifetime of existing 

weapons systems and platforms by improvements and retrofits in an older 

system, thereby extending its use and effectiveness by many years. One Is- 

raeli researcher estimates that by using these proven technologies, Israel av- 
erages 5 to 6 years to design and deploy a weapon system, while the United 
States typically requires 10 to 12 years. 

Of late, however, Israel has shown signs of going to the opposite extreme 
in attempting to carve out a wider niche for itself, namely, by aiming at the 
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market for top-of-the-line technologically sophisticated and very expensive 

systems. Yet in doing so Israel may be aiming too high. The fact is that it 

has done less well in securing orders for complete systems such as the Kfir 

plane or the Merkava tank, where competition from the larger Western or 

Soviet blocs is so much greater, where the demand is limited, where the Israeli 

product is so glaringly obvious, where Israel has little if any comparative ad- 

vantage, and where the value added may be less than anticipated. 

Of equal concern, national planners may be repeating this cavalier aban- 

donment of cost restraint mechanisms in the Lavi program. The mistake lies 

not so much in undertaking the project but in permitting it to evolve as it has. 

For a variety of reasons, including bureaucratic pressures and defense think- 

ing, the original design was expanded to even higher degrees of utility and 

sophistication, accompanied, of course, by cost increases. In the end some 

of its more striking virtues, such as light weight, small engine, and low cost, 

have been sacrificed. As a result, barring other obstacles or delays, particularly 

a U.S. veto of sales, even when the plane is placed on the open arms market 

it is certain to encounter stiff competition from other producers of jet fighters. 

Instead, it would seem that Israel would do better to shift more of its pro- 

duction and marketing skills from explicit sales of large, complex, and ex- 

pensive weapons systems to the potentially more rewarding area of data and 

technology transfers. There is going to be a growing worldwide demand, 

which will include the American and Western European markets, for military 

high technologies: electronic, optical, acoustic and other sensors; computers 

and warning systems; precision-guided weapons, featuring more accurate 

missiles and homing devices. Israel and its military-based industries have 

earned a deserved reputation in these fields and retain a significant com- 

parative advantage. The Lebanese fighting stimulated this international in- 

terest by disclosing a number of new indigenous products: electronic warfare 

devices, command and control systems, and Scout mini-RPV reconnaissance 

equipment. 

The supply of defense software, of specialized component systems for ships, 

tanks, and aircraft, and of military-related scientific data packages, therefore, 

represents a major opportunity for Israel. It is less direct, less conspicuous, 

and highly profitable in today’s market for weapons. Such items have the ad- 

ditional virtue of flexibility, since they can be contracted for either through 

actual sales or through any of the various forms of joint ventures, primarily 

offsets, licensing or coproduction. 

Supplier Coordination 

From its present position of strength and respectability within the conven- 

tional arms trade, Israel might wish to consider a political initiative aimed 

at preventing unbridled competition among weapons suppliers and assuring 
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a place for itself. Here three possibilities present themselves: bilaterally, with 

the U.S.; with the Western Europeans; and with certain Third World coun- 

tries which have also emerged as sellers of some importance. 

The United States is one key to Israeli defense sales prospects in at least 

two ways: as a market for high-quality systems and components; and as a 

competitor in Third World LDC’s leaning politically toward the West. For 

both reasons it is advisable to initiate a bilateral U.S.-Israeli dialogue on 

aspects of the conventional arms trade in an attempt to reach some kind of 

understanding about weapons sales. 

At a time of unprecedented American sensitivity to the financial burden 

of supporting Israel — witness the 1983 GAO Report -— it is hard to anticipate 

an enthusiastic reception for Israeli defense sales contracts in the U.S. market. 

Such prospects will be poor unless a skillful political and public relations cam- 

paign is waged to present Israeli defense sales in general, and to the United 

States and its allies in particular, in a positive light. 

Anything that gives Israel better access to the American market will help 

exports, the Israeli economy and the balance of payments. Worth emphasiz- 

ing is that Israel’s success in independently marketing its military products 

and the income derived therefrom become a substitute for U.S. loans and 

grants. It should be noted that unlike other grantees of military credits, in- 

cluding Egypt, Israel has never failed to make its interest payments and is 

determined to fulfill its debt obligations. Also, that the Israeli defense in- 

dustry’s own innovations, the refinement of American weapons systems tested 

in battle, and Israel’s acting in the role of arms surrogate, represent substan- 

tial cost savings to the U.S. government — part of Israel’s value as a strategic 

ally. It should be noted that in instances where the United States cannot overt- 

ly or directly help certain countries, such as Iran or Argentina, it might be 

very convenient to provide this assistance through Israel or by encouraging 

Israel to increase its arms exports to these countries. Finally, a diplomatic 

approach to Washington must press for full implementation of the clause in 

the 1981 strategic memorandum pertaining to U.S. purchases of up to $200 

million a year in Israeli military supplies. . 

Alternatively, should local resistance to Israeli sales to the U.S. armed 

forces be so great, then Israel ought to press at least for an American recogni- 
tion of its role in the Third World market. Save most notably for Iran, Argen- 
tina, and prevention of early sales of the Kfir, the United States has not in- 
terfered with Israel’s arms sales program. Israeli proposals might help to en- 

sure that in the future as well such activity outside of North America will be 

appreciated as complementary to the United States efforts. 
China, Ethiopia and Honduras serve as illustration. In the case of the 

former, the Chinese leaders recently have forsaken —at least temporarily — 
heavy investment in weapons production and eagerly seek outside assistance 
in modernizing their largely outdated forces. While particularly interested in 
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U.S. assistance, China has not wanted to make too public an issue of coopera- 

tion with Washington, hence the potential role for Israel as a subsidiary sup- 

plier specializing in some of China’s needs. In Israeli terms, even a small por- 

tion of the large Chinese military market would be ‘significant. In the case 

of Ethiopia, the resumed supply of arms by Israel would satisfy the goals of 

all three parties concerned: for Israel, restored influence and access to the 

remnants of the Falashan community; for Ethiopia, help in contending with 

Eritrean rebel groups; for the United States, the prospect of weaning the pres- 

ent Marxist government away from its Soviet suppliers. Honduras points to 

American concern at the reported steady buildup and influx of armaments 

into the Central American region contrasted with refusals by Washington of 

requests from Honduras for such arms aid as F-5 fighter planes in reaction 

to perceived threats from Nicaragua. Planes upgraded and modernized by 

Israel, as well as light tanks, would continue to provide countries like Hon- 

duras or El Salvador with ungraded defensive equipment yet without direct- 

ly involving the United States. Subsuming arms sales within the larger strategic 

dialogue would seem to have been one of the topics under discussion when 

high Israeli officials visited Washington in the first half of 1984.'° 

A bolder initiative might apply to a broader strategy of coordinating not 

only United States and Israeli defense sales activities but also those of the 

NATO allies as well as smaller, pro-Western Third World arms exporters. 

At the present time a renewal of the Conventional Arms Transfer (CAT) talks 

with the Soviet Union depends on the vagaries of détente; but that need not 

deter the leading Western weapons suppliers from convening a somewhat 

more restricted forum to explore possible steps to regulate the trade deriving 

from shared strategic interests in a strong anti-Communist, global-wide col- 

lective containment and security system. Currently the competition is un- 

regulated and obviously works to Israel’s disadvantage, outmatched as it is 

against the larger suppliers like Britain, France, Italy, and West Germany, 

while also resulting in senseless duplication. 

In calling for such a conference Israel might propose a more equitable 

redivision of the market while acknowledging the economic importance of 

the conventional arms trade for all of the industrialized states. Coordination 

could be facilitated along regional and geographic lines, or, alternatively, by 

categories and types of weapons. In the same vein, che industrialized Euro- 

pean countries themselves are a target for Israeli products, especially those 

proposed above in the general category of emerging military technologies. 

In Israel’s favor are heightened European sensitivities about the long-term 

consequences of either acute dependence on the United States for advanced 

weapons and military technologies or falling behind the U.S. and Japan in 

the next generation of civil and military technological products. At the same 

time all the NATO countries face the need to upgrade their conventional forces 

and are determined to produce high-technology conventional weapons them- 
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selves, even if it costs more and takes longer than buying from the Americans. 

In December, 1984, NATO defense ministers agreed on a six-year, $7.85 

billion package of basic improvements in conventional defense to upgrade 

ground equipment and boost ammunition stocks. Possibly here is a “window 

of opportunity” for Israeli manufacturers provided by an assertion of Euro- 

pean independence from America, in a strategic and economic sense, and a 

rediscovery by Europeans of the value of Israel as “the Japan of the Middle 

East.” 

Due to this desire for “Europeanization,” and given Israel’s affiliate status 
with the EEC, the foundation exists, as Defense Minister Arens said in June, 

1984, in London, for exploring technology-sharing and cutting defense and 

manufacturing costs through coproduction as well as other forms of coopera- 

tion on both sides of the Mediterranean. In any case, in the rush to enter the 

U.S. market, Israelis are advised not to write off or otherwise neglect Western 

Europe. 

These countries, along with the United States, could fulfill a multiple serv- 

ice for Israel: aiding in its economic recovery; achieving greater strategic 

coordination — and through Israel, with some of the pariah countries further 

removed; and giving Israel the latitude which might enable it to reject cer- 

tain borderline or dubious types of arms deals. Nor would this purchase of 

Israeli military products and services qualify as altruism. The Europeans 

would be helping themselves: improving their own force capabilities, achieving 

standardization and harnessing Israel’s military technologies and experience 

to the common defense of the Free World. 

Similarly, as discussed earlier, there is a role for Israeli diplomacy in seek- 

ing some minimal understanding among the Third World suppliers for whom 

outright, unrestrained competition — both in products and customers — could 

be ruinous. It is not enough for Israel to make quick sales in helping pariah 

states in their hour of procurement need, thereby aiding in the construction 

of their own industrial infrastructure. Beyond that lies the task of prevent- 

ing such industrializing countries from subsequently becoming tough com- 

petitors insensitive to Israel’s particular arms diplomacy motivation. 

Despite the difficulties, this coordination requires greater diplomatic ef- 
fort, both because of the dangers and possible gains for Israel. An example 
of the former is the case of Brazil, which is pushing vigorously into the Arab 
arms market. In return for technical aid by the Brazilians, Saudi Arabia is 
expected to help finance the development of a new Brazilian ship-to-ship 
missile system which could eventually emerge as a competitor to the Gabriel. 
Such cooperation would undoubtedly put an end to Israel’s hopes of selling 
Brazil its Gabriel missile under an agreement that would have curbed Brazil’s 
future sales to Arab clients. There is no evidence to suggest the issue received 
highest priority in Jerusalem. Conversely, greater coordination and agreement 
among some of the Third World arms exporters, particularly the pariah states, 
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could be used to advantage in showing the United States and others that Israel 
1s not quite so isolated as is often assumed but rather a key connecting link 
in a bloc of states of strategic value in a global context. 

ARMS TRANSFERS AND ISRAELI FOREIGN POLICY 

In the course of its history Israel, for a complex of reasons, has violated 
the first rule of weapons transfer politics: avoid becoming dependent upon 
a single arms supplier. Largely in order to ameliorate this disturbing condi- 
tion and pronounced trend, the country’s leaders adopted a program aiming 
at an independent arms production capability. However, in the process of 
converting this capability into arms exports Israel at times gives the impres- 
sion of approaching the brink of a second and no less dangerous pitfall, that 
of mistaking arms sales diplomacy for foreign policy. 

There is a thin line between arms transfers as an auxiliary to foreign policy 
or as a substitute for it. An ominous shift in the latter direction came about 

toward the end of the 1970s as Israel’s economic strength, political image, 

and diplomacy waned, leaving arms sales as one of the few ways to stem the 

decline. At a moment when Israel’s missions abroad were being reduced, the 

attractiveness of military assistance and weapons transfers in, first, preserv- 
ing existing links and, second, renewing ties should be obvious. Certainly this 

branch of external relations would appear to receive far greater emphasis than 

diplomatic initiatives, for example, or than information campaigns aimed at 

improving Israel’s international image. Indeed, so salient is the weapons 

transfers program in the mid-1980s that it has come to constitute one of the 

principal factors determining Israel’s reach abroad. 

Until now this diplomatic exploitation of military sales has, for the most 

part, been beneficial for Israeli national interests. Returning to our initial set 

of three criteria, this diplomacy continues to be necessary since it stems from 

imposed circumstances. On the whole it is a balanced policy and also rather 

effective in serving and promoting Israeli national interests. Indeed, the real 

danger lies in possible excesses. Recent success represents a potential long- 

range liability unless a balance can be struck by cautioning against undue 

reliance on arms diplomacy as the panacea for the country’s diplomatic, 

military and balance-of-payments problems. 

Because a philosophical and operational basis still has to be found for in- 

tegrating the benefits of arms sales and the standards of restraint that may 

preserve diplomatic objectives, one wonders whether perhaps the pendulum 

has swung too far. Can the pro-arms sales coalition any longer differentiate 

between profits and politics? Of late the weight of the argument reflects a 

perceptible shift toward sanctioning sales on economic rather than diplomatic 

grounds. This merely reinforces a feature long identified with Israeli inter- 

national behavior: the preference for a short-range military/security approach 



230 ISRAEL’S GLOBAL REACH 

to what are fundamentally political and diplomatic issues. If dollars must be 

valued above image, principles, and sometimes even elementary prudence, 

then at a minimum the Foreign Ministry and considerations of statecraft must 

be encouraged to play a more central role— which leads to a final cautionary 

statement. 

DON’T CONFUSE ENDS AND MEANS 

As successful as they have proven, arms transfers alone are nevertheless 

merely a tool. They also tend to be effective only as short-term influence. In 

world politics what is valid in the short-run may become conspicuously in- 

valid in the longer-term. By the same token, short-range benefits often are 

offset by long-term costs. The answer lies neither in abstinence or restraint 

for its own sake, nor in an unrestricted cash-and-carry attitude, but in pro- 

ducing an integrated, coherent strategy resting on defined national interests, 

recognized limitations, and possible pitfalls. 

Isolated transactions — now Honduras, now Zaire—however successful and 

lucrative, still are no substitute for a comprehensive policy which links arms 

sales to clearly adumbrated political objectives. Somewhere in the institutional 

process of policymaking there ought to be an agency or individual sensitive 

to the web of possible linkages between any single bilateral arms relationship 

and its regional or even international context; the instance of Argentina, 

Britain, and the Falklands comes readily to mind. Anthony Sampson has 

characterized arms sales at present as the “blind spot of a generation.” They 

must not become the “blind spot” of Israeli foreign policy. 

In the real arena of world politics and raison d’état highmindedness is 

misplaced. All countries find security assistance essential. Israel, with its ad- 

vantages, has every justification for presenting itself as a small yet impor- 

tant supplier of such assistance. Arms are one of its fields of expertise; and 

Israel stands ready to assist many of those countries concerned with buying 

reliable weapons at a reasonable price—and with few if any political strings 

attached. 

Still, for Israelis and their supporters ethical considerations ought to serve 

as a partial check against indiscriminate or hasty transactions. Policy should 

not be driven by relentless pressures both internal and external to sell arms 

at all costs, including moral and diplomatic. Thus, for example, if Israel is 
perceived as unprincipled, the diplomatic campaign waged on moral grounds 
against European arms sales to Arab countries is weakened. Paradoxes and 
dilemmas extend as well to the Jewish factor. Israeli arms may keep the win- 
dow open to communities in the Diaspora; but they may expose Jews overseas 
to intimidation and reprisal as a hostage to the arms relationship, while evok- 
ing criticism from world Jewish organizations which take issue with, and 
criticize arms practices by the government of Israel. 
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The proper relationship between principles and politics is but one of the 

policy dilemmas with which weapons transfers are fraught. Such transfers 

could be perceived of as inherently wasteful or even evil, and politically tend- 

ing to draw the supplier into domestic or interstate conflict. But by the same 

token Israeli arms may serve to restore a local imbalance, perhaps deter ag- 

gression, and generally enhance stability. While the answers often reside in 

the specifics of each case, they depend, too, upon perceptions in Israel of the 

very nature and utility of military transfers in general. Clarifying these basic 

perceptions and achieving a broader perspective of the many issues involved 

in a diplomacy of arms sales would be two of the purposes of a policy review 

of ends and means eleven years after the Yom Kippur War and the accelera- 

tion of arms exports which followed in its wake. 

Can Israel keep up its active and extensive arms diplomacy? Should it even 

want to? Does the policy justify itself on all three grounds of diplomacy, 

strategy, and sound economics? If the answer to each is positive, then Israel, 

in continuing to walk the thin line, must do so with its eyes open, fully alert 

to the risks as well as the incentives. Friends may be won and people influ- 

enced by selling arms. Yet the history of Israeli military assistance is instruc- 

tive for its failures and shortcomings as much as for its diplomatic break- 

throughs. To repeat, arms diplomacy ought not to be encouraged to serve 

as a substitute for an active foreign policy. 
To study Israel’s defense sales diplomacy is really to probe the nature and 

limits of contemporary Israeli foreign relations. Since the struggle for accept- 

ance within the world community and for security within the Middle East con- 

tinues, final judgment on the country’s military assistance and weapons trans- 

fer policies must be suspended, at least for the present. In the interim, answers 

must be conditional at best and tentative. But in closing this initial inquiry 

into the arms balance sheet one last comment is in order. Criticism of Israel’s 

foreign policy as conservative and unimaginative is commonplace. This may 

be valid only if we confine the analysis to diplomacy in the formal sense, such 

as in the area of Middle East peace initiatives. Yet we insist that in the case 

of Israel this represents merely the tip of the iceberg. 

Were the full record of Israeli arms diplomacy to be known, it would pre- 

sent Israel and Israeli external affairs in quite a different light. Defense sales 

and foreign military assistance are a vital element in the spectrum of relations. 

They have been marked by industriousness and ingenuity in the face of adver- 

sity, by dedication, discretion, and flexibility in responding to fresh oppor- 

tunity. It is doubly regrettable, therefore, that because of various sensitivities 

serious study of the entire subject has been discouraged; there is too little 

recognition of the major effort involved in an effective day-to-day manage- 

ment of the security assistance program and of its contribution in keeping 

the State of Israel respected, developed, and secure. Conventional arms, in 

short, have been converted by Israel into unconventional diplomacy. 
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