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DISCLAIMER

This document has been produced without formal United Nations editing. The designations
employed and the presentation of the material in this document do not imply the expression of any
opinion whatsoever on the part of the Secretariat of the United Nations Industrial Development
Organization (UNIDO) concerning the legal status of any country, territory, city or area or of its
authorities, or concerning the delimitation of its frontiers or boundaries, or its economic system or
degree of development. Designations such as “developed”, “industrialized” and “developing” are
intended for statistical convenience and do not necessarily express a judgment about the stage
reached by a particular country or area in the development process. Mention of firm names or
commercial products does not constitute an endorsement by UNIDO.

FAIR USE POLICY
Any part of this publication may be quoted and referenced for educational and research purposes
without additional permission from UNIDO. However, those who make use of quoting and
referencing this publication are requested to follow the Fair Use Policy of giving due credit to
UNIDO.
CONTACT

Please contact publications@unido.org for further information concerning UNIDO publications.

For more information about UNIDO, please visit us at www.unido.org
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T. DBACKGROUND

Dhrte of fpupdation_
the wnvestsent Authority agency in the United sStates was formally
created in 1900. Before this date promotion of capital invagimant
in Isracl was dune by the Consul foxr Economic Affairs at the

Israeli Fmbassy.

Statenment of ﬁurPUSCS,‘

. ; ’ |

‘The purposes of the investment authority are to encourage economic

initiative and investments of foriegn and loczl capital with a view

to:

i; the developnent of the productive capacity of fhe national
econony, the efficient utilization of its resources and
econonmic potential and £ull utilization of the productive
capacity of existing entexprise;

?. the improvement of the balance of payments of the State,

,  the reduction of ‘imports and the increase of exports;
| 3. the absorption of immigration, th§ planned di&t:fhution’ﬁf
. the popuinti.on ovexr the arca of the State md the creation
. of ney sources of nplomt.' -
J - _ S

&

+'Law for the encouragement of capital kﬁtm.‘lﬁi




_qhe  gnvestment pulhority in the United States has )14 eanloyees.

:%hexe are 10 workers in i~ w~in offiice in New York incluvdindg:

the executive director

AN GCONOMIC adv;i.r--.:rf“
public relétioﬁ conéultant'
A technical adviser.

The sranchcs in chicago and Los--Angcles inéludé.a dixector and a
‘secretary. | |

I-Onuaqct :

. The vudget for 1967 of the agency amounts to $300 000 ‘ aboﬁt 50% of the
)'budget goas to direct salary and wages. | |
; officas 1n othexr couniric
" The Investment aAuthority maintains offices in the following citiaa:

«¢" ISRAEL 3 Tel Aviv, EL-AL Building, 32 Ben Yehuda Str.
" ++ UNITED STATES OF AMERICA,

New York 22, 850 Tihixd Ave.

-« T
S

chicago, 936 North Michigan hve;

i

J08 Angeles, 659 south Highland Avo.

. =~ BUROPE: gurich, &Stzmpfenbachstrasse 3'

; .
\ ) ' . e
\ - UMITED KINGDOM: | : 5
. ' R S

' | London, 2 valace Green . | 4

')!htto the authority is not di.r-ctly :oprnentod it mﬂm thc Q\\n ¢4

cooperstion of thé economic xcp:nentnts.vu cf the Stato of ma&.




., Th majoxr fuo-iions of tho investnent authorit 'Y include:

IT. Aclfvities of the Investoment Athority,

a. hMajor funciecns o e

(7l General promotién of investment f£rom the United States and
Canada -
(r) Keepin§ abreast of ney dgyelopments in order to keep Israel
) ; current’
(e} Initiation of contacté with potential investors in order to
1ntcrest‘them in pfojects.in Isxael
Through its offices the awthority provides potertial investérs with
information on investment opportunities, cost factors,ané advises on
. Proposals initiated by investors themselves‘ 'The authority also mak;n
contacts for the investor with appropriate govarnweint departments,

possible local partners, suppliexs and customers, ctc.

b Typeq of indus rjgs served:
The Investment Authbrity sexrvef all types of industries but éu:ticun
- larly searches for 1nvestmenfs in those branches which are most
advantageous for tho,Isrueli econony. An extensive survey has been
undortaken robently‘tﬁ determine these branches.short surveys of each

hnm.h wu pgcpand and :Ls sent to the potentinl invuterl.

' _’“119"1“? 1' a .Nst ‘of some of thon bmnchu. I
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5.

6.

7.

8.

A0.

s APTCL

D

l.

2.

printing and Publishing

‘g, automotive spare parts

prur s aand Leather “onds A S

Txrigation cguipment,

a. ivyigation partis

Ir, pUMPS

c. pipos

a. clecironic contxol hoards
. desallnpation counipment

Mochinery and youd.pment |

7. Food procescing eguipmemt

b. ciuipment fox the chemical industxry

¢. cnuipment for bakeries ' '

a, institutional kitchieina

¢. building end construvct ion machinery and equipnent

Modical and Hospital Eguipnent |

a., moGical eguipment

b, nadical electronic equipment : '

c. prosthetics and ccuipment for the physically discabled
d. laboratory ecnuipmant , '

o, phaximuccuticals

Fine Chcimnicals.

a. pesticides

L. hromines

¢. industrial chenmicals

Flectxic and Elccixronic Eﬁuipment:
. transformers : '
h., electxic motors

a. welding instruments

d., measuring and control instruments

Industrial Diesnonds Tools and Hard Metal TOOlS

" optical Fguipment

sub-contracting ! L
a, tools and dies PR A
».. machinery AR .




“;ﬁ.nﬂ means . the abovakliut is @) l~-inclusive.Any business cnterpriso
with,arpvn;;uial for generating qxports, or ;mport subgstitution is
welconed. | |
Co Rxamples ofl projects procanng:
(al %Zenith Corp. 8nd a prominent Israeli industrialist

“esteablisiida §3,000,000 plant which will moke television and radio .

sets and appliances.

(b) E.W. Bliss of Canton. ohio, opened a wholly~owned subuidinr?

wh*ah makes power presses and does contract wark.

(c) Revlon opened its fixst overseos plunt in Isxael,

’

" {d) The hotel industry. . | I B
The New 440-room Tel Aviv Hilton was opened last Septewber,
'joininq the Sheraton Dan and the Caesarea rosort hotel, as luxury b

‘hotels with American investments.,

d. American Investors in Israel ‘z .
b

4, ,,;;
xnow-how in Isrsel. The total ‘is growing cvcxy year. The investments’

&

axe dem in wanufacturing industries, rsal e.tutcs and u:ku. md* lt;

Mord than 200, American compnni.eq now hwo invostments of capitel or

P o T TR VO e meas o aei

u ditficult to pom ot ony ayoaul. h.'aneh «N4izh tha Uaitcd ltltoﬁ

Wi g e g, T e B

investors rnpmd mro favenhly. ¢ e yo\\ havo o good and proutthlg

project you can cxpecf: !avnublo rnpeau. - , , z
Rimo inwstmnts by m::i.emc Ln Israsli entexprises thrwﬁ u;:.
lnuuum in xaum oqnuy and loan aapita) m ‘

' %o
:“ L ‘s":‘.' . . ‘. N oy :e’ ‘ /:*“ * 3 -:“ ....':A; N L ;.
* 7 H S iy : * .
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. \ ’ ‘c
" Taday o e Loe Four major cornpanics in thie o catecory cuouive in the

uUnited States. Feuo~+d them they have approxini2ly 40,000 investors und

total osseva in excess of $20C N00,000

rehievenat s,

A) Genoral DLatat

From $90 million in 1962, annuwal inflow of foreigyn capital rose to $152
~million in 1963 and to $174 wmillion in 1964, Foreign investments
;'(including portfolio) were only $115 million in‘l965.and about $110
:)million in 1966. Possible reason; for the decline are falling stochk prides

the dampenad real estate boom, and the Governemﬂés selectivity policy

reagrding investmcnés;-in 1965, approved investnents from the United

States and Canada were $)2 milljion Latin Amexica $3.5 wnillion, sterling

bloc $2.6 million, France $5.7 million, Switzerland $3.1 million and West

Germany $).7 million, Thé 1§65 appcrovals included 90 industrial projects

of‘which 50 were linked to the export of at least 50% of the output and

17 that specified smaller poercentages.

;)b) Projccts procesced by the Tuvestmert Authority,

{ In 1966 the Iavestment Authbxity surveyed about 112 projects for estahligh
| cL - '
: mencﬁ new plants, joint venture programs and know-~how agrecments. About °

3./3 of those projects vere successfully processed 1.5. a contract had
been established between the American investors and Israeli Companies.
| T™he projects processed were from all branches of manufacture, agriculture |

i hotels, and n:viccé.}




AOYINISITATION OB 1. INTHORG Y
Fe
a) ne wiors with Author nty RS VY
Ccomneciion uind rolations with Iorcao) nmain ofifice are wade directly and
also contagel: is maintaiqed with individual enterpriice  ag N2CEsSHIry.
Thoe agency receivas the basic gudde lines from Israel as the types of
ingustry in whiéh Israei is intexes ted,"n as well as up Lo date repoxia
~on the genaral économic and industrial situwation in TIsrael the Agency
receives also spocial reports on: gspecific industries, According to this,
) the Agency creates the proper connections with potential investors who:
arec apt to be interested in different Programs such as know-how, dJdirect
investment, cte.

The agoncy also provides current information to the M=ad onurtexs. |

}9 COhHP"LLOﬂ with industrial projects needing £oreign assistonce,

Connegtlong betwean tho zgency and the industrial projects in Israel

are ' usually made through the main office in Isracl, but in additicn vo

the above, the agoncy helps.any enterprise- to obtain informution on all
Jproblems and helpsﬁorganize teurs to Israel for the invest - as well as
encouraging Israelis to study the market abroad.

-a?dbbyi;icntion_and modifiéation of pxojecﬁ date-

V%rifieation and modificbtion of projects dates are dcne by the haté—

quarte:a 1n Iur.ol.Caaes va. ,come local anterpriaen, after bainq sot qp+

anﬂ:in need of £1nanc1n1 asaistance for axpansion etc. auhait tho pxejoet

o thc head quartora offtca and aftex study by tha o!ftca, the peajeet ie
DRuXAnRS taxuatdod te thg’agcncy fo: coataat uith pntcnt1;1 tavniﬁnel$




In cone conrsoune reverase in Uoue; anviestors contact ihe agency fa-

]

posnibte anvesimenc in Tavacls in thin Citie, the agoacy inguires as to
the ability and *tbhe Tineoncial position of tiae, proposcd investor and
genas its report to Lhe Nead guorxters for Qocigion L ovo farthor act lon,
) . vins in which the invel i aatnoritieé recoives rcqva;tu:’

. Application for approvul of proi-ots:

“he initictor of a projeot fLox whalh he desires approval under the

Law forx the Encou:pgemani of Investments nust subﬁit a detailed

) description of the'project t0 the Investient Controe,. Applications.for
approval should be subinitted on o standard form, obtain anle from the

Investment (entre and the Irnvenvinent authority prior to comcencement of

the project. Tha initiector will he cxpocted to supply the follawing

information in as much dctail as possible 2nd whore
pecessary, 1o supplement the form by maealiis of an appondix:
1. »rouposed locstion of the plant (it should be mentioned
whether the plant is to be entabliched in a development area);
2. A deccxiption of the pxoduclc to be manufacturec, the estimo-
ted turnover of tho entcrprises and the sales estimates of cach
of the main products,
2 : :
. 3+ A breakdown of the cost component by quantity , value, type
of unit 'in each case, etc. on the foll;:winq: raw nateﬂ.aln,‘
- swxiliary and packeging materiels, fuael, electricity and

. water, labour Mam‘t cont.l. general expenses and oner

#

t ime" promot {onal charnges.
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A eotineiod "addea vesanet

oy Ly Toveson corcentsy an the

case oL weorvis andfor ort taaeed foreign aranrendy Seved

by replocoweni of duparls.

5. An cstimate of proposed c.opdiis with © Lreakdowin accordiry

to country OF cupori. LQYEoWents or cther degunents indig-

=

ating thc validity of the ostimotes should ke attached os

well as market swveys, where undey talen,

6. A dotailed decexipuion of the acrunl use of the funds %o

be invested i.e. cost of land vuilding, ejuinment, machinexy
’ 4 K Jo

ingtallations, running-in @xXpPonses, working capital, ctc,

7. A breakdown of the invested capiial, locul ond foreiqga,

by sources and typaz (chare, loan, govecnment loan, cte,)

giving details of sources in each case (nanes and addresses
of investors) and tcrxms of loans.
: >

8. In the case of the expansion of an exicting enterprise, @
)}

broakdown of the additional capital to be invested and of

itg usc must be given, The figures should relate only to

the project for the expansion of the enterprise. The latast

company balonce shect must also be altacuned.
0) JamLiilcaciwm Of rorpeuiva LiQestorns.

Throuwgh the years, connections have boen developed with industrisl

groups, banks, institutions etc., vhich the Agency uses in order

to roach new_ prospective 1nvento:$for a given type of project. In

some cases, the Agency usca simply the different directories such

3

a8 Dun & n:ndati'aat. standard & Poor, etc.




fonL L gl rolations wivy ccenonie craonizations, coalanics and in-
voo o' _lubo ere of rajor iwgnctonce.  Tho dnveshoeat suthority

- oo ~ e . L. -

N * I S . ., b 3 TR AR e . s o~ *y e
ot a o public g7 nTIons ala GVCIMILnG ccr.puny On a monuhlis

~
. s v Y e o . - - -~ - - -~ R
Hoo s, oLl An tun eins ta ALY Lo circulnting 1n_oImatlsn
.

By ot mowsoazers, and cacaGUilas and pro: fossi. o..gJ ubLlications as
Laall st - . Vi

well as wreparetion 0 iniormetive sunveys zn:d precaures, which are
s -
dis., idaced to investors ona o:oh*J”"1101a. -~
AL ot omslive survey Yas bean whdertaxen recently to determine which
- ]

Lrarc:s 0F indusiry are TOse profitable Irom thace point o view of
{he privece investor as Wwq 21l as tihe wost zdvantaccous for the
Isrecl. econony as a wiole. corcarted efforts are nade by tao

A 2. '-- - I} ‘_. .“ L] _‘: L
r {0 arttract investors to toese ILc

iy

rit

O

ES -~
InvesLmonT Auvtin N

-~

foreilla daennical kncow-now, cepiveal investments aind Zcreign wmarkets

cui:els are regu.rcc, .
gy nale in negotiatlons with prospeztive investdlrs.

Once the Invesiment Authority contacts’ the pouential investor, it

sends its repor: to the Headguarters..Usuvally ine rnerican investor

is {ncerested in contacting a part-er in Israex who kr.owe the local

J

working conditiorns and will De able tc manage the enterprise. The

Investment Authority provides the conneciions between the two parties

. ' LN -

concerned and while the two parties deal directly, the egency here
and in Israel followup {ne project and if needed, 38sisis tha two

perties in consultations, merket reseaxch, econonic data and other

.

goverrnment zssistance, ‘ ' | .

.
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ooty ed i

e 1o thauato thoo
e developiy comatuicr s Gl COnv oAy i e Vel

COWL. 0T A TI0n L f)i,tx,';;n't.\.‘ Loawvestment an vy fhwenne cod 30 s posuible
to gt Vil nendod anvestments only 1l tho coenditions olZioraed by ine
develoring countryics are comenos boiier than the condgit ions in the
developed countrics in ooder to comrpensate for the risk which the
pctential ir:vg:s’a: ox undovitaXon,
somc bagic conditions axa yacguived in order to promote invcs"cmcnts;;:

) - political stability -

2 = Pexsonzl and proporty secuwity,

3 -~ Friendly atmosphere towards the foreicn j.uvestor_

4 Profits

5 Good market potential,

o g

Promises given in geieral terms welcowming foreign investment dons
not satisly businessicen, who aro used to liberal rules based on the
“law. They prcfer that the benefits, grants and olher incentives to
‘encourage investment will be part of;‘ the law epmtfylng clcarly their
.rights.
In orgler to attract and hold foreign capital in Israel, the State of
Israel in 1950 enacted the Law for the Encouragement of Capital

Ihvgst_ment, affbrding specified relief from income and othor toxes

customs duties, and foreign oxchange controls for investment of foreignm

*

capitn‘._l in undertakings approved by the Director of the Investment

4

Center of the State of Israel,

“
+

‘

-3) Kmming response of prospective investorg.:
The task of finding méeatara who will in-fact ostablish & plant in
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t
a forcign coundiy ig vory GLTTicull
There are two types of polential investors to deal with; finnih,

Amevican businesswmen who have their own plans and wish to invest in
n e IR, they ask for information and comiections with pnicnflal )
partacrs, otc,

second, the potential investors the hgency tries to interest in invest-
ment in Israei; in orxrder to get an& Qositive response, a sp;cific idea -
.or projcct should be submitted, specifying the plan, the commodities

to be produced, manpower training, cost of produciion, marketing
.possibilities in Israel and abroad, the government help extended to

the project, the profits breakdcwn, cic.

Ooften, cven after wany long discussions and even aftex undertaking
advanced steps here and in Israecl, including visits to Israel, market
research etc., the investor decides at laeot to drop the idea of
inveostment abroad, not hecause condiéions are not attractive, but

because he does not want to be involved in business thousands of

" miles away.

:p) Obtaining qualifiad staff:
These phenomena do not have i:é’ha discouraging, vie can sty thet 4f

one out of twenty potontinl investors, does in fact invest in Israel,

we arc satisfiod. l
' The negotiations with potential investors must be carried out by a
professional man who is familiar with the economic situstion in Israsel

" and who is able to answer imdutoly any qnostion that the investor

un a:.tnh At tha seme u.-e. he mst ‘be emxm vith the Aamerican

. -




Whee e Tt enthor ity finte 30 ant coavenient VO send nows 07 dee oLlon

nerh s Tvon Tacae), vho ofvey oo et

Jreriod ]c-f*m Feaidiay with the

NeCvie o cronory and are oble o hindle ihe maveer,

c) co LG the Inlerenia of poeeiTic anveeroaes

vl

THhe Yaw Lov the Joruvwoaaenont ofF Capivol mvestment 7o ong of he

imposvant insccuments for ccouraging inventors, Aoncit, (i principal
i

benc{ris ccecovded projects approved under the law are the crempiion fron

ccrialn direet end indivect o 25, property taexes and estete Qvty. "Approwv:

-(‘?nto;pr: me' sltatus is granted in ihe masn to induscrial enterpriscs where .
foraign curraacy carnings account for at least 56, of turnover, anda to

cehtcroises cstablished in develor.nt areos.

Poocont

Lmendnentdto the Jaw hew provided for the granting of further feje
\
I

reaching incentives. The major change contained in +the amzndmant is that

&

of giving an ouvtright grenit to "avproved ecntexprices”.

‘e ocuner of rn industeial cnterprice which is appiroved during the period

e —————o o, s

7.1,66-)2,31,69 znd which is established and put into operation before
(f'/{.l.,lﬁ'lz L ohtitlcd to cach grants up to 33,37 of the investment in mechin
and equipinent, governmant loans up to 55% of the investment in fixod ausct
® low interest rate, tax concegsicm and eccelarated deprecinytion allowancec
In addition, benefits p:her +han thesge will be availbz). to industriol
enterprises not necessaxily those which have the status of an "approved

enterprisc”, The bencfits are for-reaching and include,
W ' '

\~

Governemnt development )loans for induatxica'

Assistance in constxucting mdnatrial buudmgs in doveloprent axreas 3‘

Ioang for working em&t&l in developement areas m industrice mm
export.

LT & Rt LT T
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}\l\ : 1\ ' ! C IS ’.' A .
Te 0 - oto oo that ULTn) aan p]*" an inaportent xole an the intcvaccional
3 ._ . PN _I‘.'
ivee Lowont Tlcld hy:

Y. NetedVishing an informnticn center TO ancwex Guestions on
investaent problemsy how and vwhere to get know-hov for

difZorent industeies and parlforming studics on spzcinl
C e

LIRIEN . o w : -v 3 .- - L&
problems sei-hy the difierent investmenc prond cion agentics,

-

. Providing deoveleoping couwarrics with cuvyeh ctudies on airced

>

and incdircet forciom investment of capital oexporving countying,
3. Furnishing cuvrreat intox ~ation akout investcnt opportunities

-

in the doveloping countxiecs, to be circulated to all potential
{nvestors such az investwont companies, banks, etc.

4. Binancing preliminasy and feazibility studics made by prospeciive

fr.vestors,

5, Finding ways to give soma gbarantecs to investors on their investmont

in developing countriecs.
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