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THE FOREIGNTRADE AND EXCHANGE OF ISRAEL

The following statement has been submitted by the Government of Israel
in connerion with its request for accession.

A. General

1. Background

For ten years now the economy of Israel has been in a process of continuous
expansion. The gross national product shows an average annual increment in
real terms of 13 per cent. Two factors in the main have contributed to this
growth: immigration and the development programme . Investments in the uti-
lization of water resources, irrigation, land reclamation and settlement hate
induced a fourfold increase in agricultural production, and a trebled output
in industry. The population has been trebled and progress realized in all
fields of economic activity. It is estimated that the GNP will reach II.4000m.
this year, as compared with I?.1250m. in 1949 (at present prices).

2. Foreign Trade

Israel's foreign trade shows a similar trend: its volume (imports and
exports combined) has risen from $283m. in 1949 to $633m. in 1958. Most raw

materials, fuel and capital equipment have to be imported, while agriculture and
industry must seek new markets abroad: foreign trade thus fills a determining
r8le in the economic affairs of the country. In 1958 nearly 20 per cent of

the total resources available to the economy were goods purchased from overseas

suppliers, In all, Israel last year imported goods valued at $489m., while

exports amounted to $144m.

Appendices I and II provide information on the structure of imports and

their countries of origin, Appendices III and IV list the main exports and their

geographical distribution. More than 95 per cent of total imports (except fuel)
came from countries and territories applying the General Agreement on Tariffs
and Trade, and 85 per cent of exports were sold there.
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3. Balance of Payments

The extraordinary tasks confronting the State in recent years, and particu-
larly the heavy capital needs of development and investment, have placed a
strain upon the resources which the economy commands. In consequence, there
have been recurrent deficits in the balance of trade (visible and invisible),
which are covered by capital imports from various sources: foreign capital
investments, capital transfers, foreign borrowing, economic assistance,
reparations, etc. They entail the maintenance of a comprehensive system of
foreign exchange control and the careful planning of allexpenditures in
foreign exchange. Each year the Government adopts a Foreign Currency Budget,
which presents, by sources, an estimate of all receipts of foreign currency,
and lays down a programme for the purchase of foreign goods and services.
An outline of this Budget for the financial year 1959/60 is given in
Appendix V.

4. System of Trade

There are no legal requirements to be fulfilled to engage in foreign
trade in Israel, and every resident (individual or corporation) is entitled
to obtain an import licence within the framework of the import programme.
In view of the large number of firms active in the importing business, the
licensing authorities at times take into consideration the "past-trade" of
the applicant in the commodity concerned.

State-trading is limited to the import, by the Government, of a number of
essential foods and feedingstuffs (wheat, maize, sugar, oilseeds, edible oils,
meat, fillet of fish), obtained partly from surplus farm stocks abroad.
These purchases are generally effected on a competitive basis after submission
of tenders by the foreign suppliers or their agents. In 1957/58 such imports
amounted to $60.8m. out of a total import figure of $435m.

5. Development Programme

Despite the progress recorded, Israel is still in the early stages of
economic development. Strenuous efforts must be made fully to exploit the
country's human and natural resources, to provide employment for its expanding
population, to ensure a rising standard of living and to bring about a balance
of foreign trade. To realize these objectives, the Government formulates
an overall development programme, and the Development Budget and the Foreign
Currency Budget are the main instruments in fulfilling it.
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B. Imports

6. Import Licensing

With minor, insignificant exceptions, all imports into Israel are subject
to licensing. The issuance of licences is delegated, by law, to high-ranking
officials in the Ministries of Commerce and Industry, Agriculture, Transport,
Health and so forth, who are known as "Competent Authorities". Each "Competent
Authority" is responsible for the execution of a certain part of the import
programme and may issue licences up to the amounts specified therein. Licences
are issued on application by the prospective importer. When examining an
application, the "Competent Authority" will usually take the following points
into consideration: the needs of the prospective importer, the requirements
of the import programme, the price of the commodity from alternative sources
of supply, its availability from local resources, size of stocks, and the like.

7. Exchange Control - Imports

Every licence requires the counter-signature of the Department of Foreign
Exchange Control in the Iiinistry of Finance. The counter-signature signifies
that foreign exchange for the import will be available on the date and terms
specified in the licence, that the licence has been issued in accordance with
the import programme and that it conforms with overall foreign exchange policy.
There is no discrimination against imports from the dollar area.

Foreign exchange for imports is sold by the Bank of Israel at the official
rate of exchange: $1= IL 1.1.800.

8. Liberalization of Imports

Since October 1957, in respect of a large number of commodities, the
"Competent Authorities" operate a system of open 'import licences, which offers
the importer freedom from administrative control, while ensuring the continued
husbanding of foreign exchange assets. These licences are issued to private
Importers, provided they undertake to import certain minimum quantities of the
commodity concerned. Every commodity to which the system applies is subject
to a surcharge that keeps its internal price at the approximate level previously
established, ensuring operation of the price mechanism and eliminating windfall
profits. It is planned to extend this liberalization policy to a further
range of commodities. The surcharges are imposed on the strength of temporary
legislation, which will expire on 31 March 1951, unless prolonged by the
Knesset (Parliament). They may be introduced or altered by administrative
order, which must be published in the Official Gazette.

9. Customs Duties

Israel maintains a single-column, non-discriminat??y import tariff.
(An English translation of the tariff will be transmitted to all delegations).
It performs a threefold purpose: protection of local production, collection of
revenue and stabilization of the level of imports. Tariff rates are either
ad valorem, specific, or a combination of the two, with a tendency to resort
primarily to ad valorem rates.
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Out of total imports (except fuel) of I£.631m. in 1957/58, I£.283m. worth
of imports was subject to duty, the average rate being 43.4 per cent.

Rates may be modified by administrative order of the Minister of Finance.
Any increase must be approved by the Knesset within two months, and, unless
it is ratified, the previous rats is reinstated. All changes in rates must
in any event by promulgated in the Official Gazette. The tariff is in the
process of translation into the Brussels Nomenclature. One part of this new
version (ferrous and non-ferrous metals) is already in force.

10. Trade Agreements

Israel has trade agreements with twenty-six countries, ranging from a
simple modus vivendi, designed to ensure most-favoured-nation treatment, to
detailed arrangements fixing import and export quotas. While most of the
agreements contain provisions as to the mode of payment, only eleven can be
considered strictly bilateral in the sense that they either foresee a rigorous
balancing of trade or fail to contain an undertaking from Israel's trading
partner ultimately to settle credit balances in convertible currency. Imports
under these eleven agreements come, at present, to 8 per cent of total imports:
it should be stressed that the criteria guiding the "Competent Authorities"
(see paragraph 6) are no less stringently applied to these imports.

In recent years, in line with general policy, a number of strictly bi-
lateral agreements have been either terminated or re-negotiated on a convertible
currency basis.

The prevailing tendency in Israel's foreign trade policy is to widen the
scope of import-liberalization and to establish trade with a number of countries
on a multilateral basis.

A resumé of the trade agreements currently in force is given in Appendix VI.

C. Exports

11. Export Licensing

All commercial exports are subject to licensing by the Export Department
of the Ministry of Commerce and Industry or of the Ministry of Agriculture.
In issuing licences these Ministries are guided by the following considerations:
maintenance of a high standard of quality, reliability of the exporter, degree
of convertibility of currency received in payment, and net foreign currency
gain to the economy. To facilitate export procedures, open general export
licences have been promulgated in respect of a number of commodities, if sold
against convertible currency.
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12. Exchange Control Exports

The foreign currency proceeds of all exports must be offered for sale
to the Treasury. They are converted into Israel pounds at the rate of
$1 ???.8OO. In addition, exporters receive an exchange premium of up to
I£.0.850 in respect of every dollar (or equivalent in other currency) of net
added value. (Net added value is computed by deducting from export proceeds
the foreign exchange outlay incurred in the production of the goods exported.)
In some special cases, exports enjoy an additional premium of ??.O.350 per
dollar of added value, to offset exceptional expenses of transport, handling,
etc. mainly due to Israel's geographical position. In some branches, too,
exporters are allowed to retain a certain percentage of export proceeds for
financing the import of raw materials needed in their manufactures.

13. Conclusion

Extension of exports, leading to a narrowing of the gap in the balance of
trade, will remain the principal aim of Israel's economic policy in the coming
years. A prerequisite of its attainment is access to foreign markets
unhampered by discrimination. On the other hand undiscriminated access to
the Israel market, which is in need of considerable imports of raw materials
and capital equipment, is in the interest of all contracting parties.
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Appendix I

STRUCTURE OF IMPORTS - 1958

I£ '000

Consumers' Goods (for direct consumption)

Non-durables.
Food
Other

Durables

Raw Materials (for consumption)

99,399

77,263
55,289
21,974

22,136

382,811

Raw materials for industry
Food industry
Other industries

Raw materials for agriculture
Feeding stuffs
Other raw materials

Investment Goods

Industrial and building equipment
Agricultural machinery and equipment
Building and construction materials
Transport equipment
Other equipment

Fuel and Lubricants

TOTAL IMPORTS (excl. unclassified
goods)

334,921
79,378

255,543

47,890
42,060
5,830

213,534

91,217
14,073
33,554
64,151
10,539

83,584

779,328

(I£l. = US$0.55)
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Appendix II

DISTRIBUTI0N OF IMPORTS - 1958

I£ '000

389,691

of which:

Asia

of which:

Africa

of which:

America

of which:

Federal Republic of Germany

United Kingdom
France
Netherlands
Switzerland
Finland
Italy

Belgium
Sweden

Turkey

Ghana

United States
Canada

Other Countries n.e.s.

TOTAL IMPORTS

(I£1. = US$0.55)

Europe
115,682
96,340
29,226
26,924
20,645
15,652
15,430
13,257
10,132

17,713
10,768

25,511

8,609

251,896

222,177
8,561

95 614

780,426
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Appendix III

STRUCTUREOFEXPORTS-1958

I£ '000

Agricultural Exports 102,345
of which: Citrus fruit 87,180

Ground nuts 3,257
Eggs 8,719

Polished Diamonds 57,076

Potash, Phosphate and Fertilizers 7,700

Other Industxrial Products 78,449
of which: Food industry 15,451

Textile industry 16,751
Vohicles and tyres 14,271

Building materials 8,461

TOTAL EXPORT 245,571

(I£l. = US$0.55)



L/968/Add.1
Page 9

Appendix IV

DISTRIBUTION OF EXPORTS - 1958

I£ '000

175,749
59,903
19,722
14,184
13,320
10,123
9,827
8,724
7,417
5,281
5,124
4,654
4,615
4,366

United Kingdom
Federal Republic of Germany
Switzerland

Belgium

France

Yugoslavia
Netherlands

Sweden
Finland

Denmark

Norway
Rumania

Italy

Turkey

Hong Kong

19,523
6,490
6,052

8,214

America

of Which:
39,605

United States 34,262

Other Countries, n.e.s.

TOTAL EXPORTS

(I£I.= US$0.55)

Europe

of which:

of which:

Asia

Africa

2,476

245,571
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Appendix V

FOREIGN CURRENCY BUDGET-1959/60

US$ '000

RECEIPTS:

Exports of Merchandise 160,000

Export of Services 65,000

Personal & Business Remittances 28.,000
Foreign Investments 26,000
Individual Restitution 62,000

Institutional Transfers 70,,000

Development Bonds 60,000

United States Economic Assistance 22,500

United States Agricultural Surpluses 37,500

Reparations from Federal Republic of Germany 49,000
Special Loans 10,000

Total Receipts 590,000

EXPENDITURE:

Services 143,000
Consumption 176,000

Raw Materiels for Exports 80,000

Capital Investments 140.,500
Debt Service 30,000

Reserve 20,500
Total Expenditure 590,000
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Appendix VI

TRADE AGREEMENTS

Country
Argentine

Austria

Benelux

Brazil

Bulgaria

Cuba

Denmark

Finland

France

Ghana

Greece

Hungary

Iceland

Italy

New Zealand

Norway
Poland

Portugal

Rhodesia & Nyasaland
Rumania

Switzerland

Turkey

Uruguay

Yugoslavia

Date

31 March 1958

7 March 1958

30 August 1958

26 April 1956

20 December 1954

19 September 1958

14 November 1952

12 November 1950

10 July 1953

4 July 1958

24 June 1954

3 July 1956

18 May 1953

5 March 1954

1 January 1959

4 May 1953

15 June 1954

9 June 1958
27 December 1957

9 September 1954

14 September 1956

4 July 1950

27 February 1958

11 December 1958

Remarks

Trade & Payments Agreement
Trade Agreement
Trade Agreement
Trade & Payments Agreement
Trade & Payments Agreement
Trade Agreement
Trade & Payments Agreement
Trade & Payments Agreement

Trade & Payments Agreement
Trade & Payments Agreement
Agreement between Central Banks
Trade & Payments Agreement

Trade & Payments Agreement

Trade Agreement

Trade Agreement

Trade & Payments Agreement
Trade & Payments Agreement
Agreement between Central Banks

Trade Agreement
Trade & Psyments Agreement

Trade Agreement
Trade & Payments Agreement

Trade & Payments Agreement

Trade & Payments Agreement


