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1. Legal and administrative basis of restrictions

The Import, Exports and Customs Powers (Defence) Ordinance of 1939, vests
in the Govermment the power to regulate the importaticn of all geods into Israel.
The Licensing of Imports Order promulgated in pursuance of these powers in the
same year prohibits the importation of all goods unless covered by an import
licence.

Import licences are issued by officials of the Ministries of Commerce and
Industry, Agriculture, Transport, Health, Labour, Ports and Finance, specially
appointed for ‘his purpose and krown as "Competent Authorities".

With the introduction of a general import liberslization prograrme
following the reform of “he exchange system carried out on the § February 1962,
Free Import Orders are being promulgated. These orders permit the import of a
wide and growing range of goods without an import licence.

Bach financial year the Government adopts a Foreign Exchange Budget which
presents by sources, an estimate of all receipts of foreign exchange and a
forecast of expenditures on the purchase of imported goods and services,
specifying the amount of foreign exchange allccated to each Ministry for that
purpose. As quantitative restrictione are imposed cnly on & small part of
total imnorts, the expenditures indicated in that budget serve merely as a
framework and the "Competent Authorities!" arc not bound by the emounts specified
therein. A summary of foreign exohange cxpenditure during the financial year
1961/62 and preliminary information on 1962/63 are included in the Annex to
this document.

Fvery licence issued by the import licensing authorities requires the
countersignature of the Department of Forcirn Exchange Control in the Ministry
of Finance. The counter-signature cnsurcs that the foreign exchange required
for that import will be placed at the disposal of the importer on date and terms
specified in the licence.

Dealers in foreign exchange have been authorized by the Department of
Foreign Exchange Control to ramit frecly peyments in respect of imports affected
under Free Import Orders.

lRevision supplied by the Israeli authorities.
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Methods uscd in restricting imperts

Proceodurcs for the issue ¢f import licenccs in rospect of giods not
novercd ty TFroc Import Orders fazll inte twe catoegorios:

(a)

(x)

asubemevic Apcvroval System - Import liconces in respeab of

a large number »f ccmnedities ircluded undeyr this systeon, arc
issucd autcmatically previded the importers undcriake to
inport certain minimun guentities and that rrices arc
competitive.

Individugl Ticecreing System

S - lLyerevsl of liconces for gocds
in thins czbogsry is aadjocet to the discreticn «Ff ths
"Cenipotent uvheritiss™. In crercising this diserciion the
following peinte 2rs taxken inte cemsideration: the nseds cf
the prosncetive imgorteir, the requivomencs of the foreign
gizchange bulged, price ol tho commedisy frem zisernetive
sourccs of supoly, its availability frum locel reswurces,
s.ze =T stocks, stc.

During the currcrt finenciel ycar imports under Free Import Crdcrs and
under the .utomatic ipproval System will account for about &0 per cent of
tutal imports. The remaining 20 per cent src licensed under the Individual
Licensing SysScm, which is operstoed in order to safeguard the balance of
peyments and to reducc the defieit on the talence of trade which anounted
tc ebout $31A million in 1951.

Treatment of impcrts from different sources

Inport restrictions ani import licensing procedurcs are the same for
all imports irrespcctive of their country of origin. The choice of the
source of suptly is left tc the discretion of the prospeebive imperter, and
the licensing euthority intervemes in thet choice only in the following
three instances:

i)

‘available under foreign surplus disposal schemes pricrity is

Aericuliural surpluses: In rospect of agriculiural wreducts

ava

accorded S¢ such sources. r

Barmarked scurces: The import of cenital equipment depends

to 7. large ctent on the availsbili.. of spceisl sources of
fineneing, such as the ATD, the zxprrt and Iniport Benk, and other
Torcign long-term loans Insofar as purchase under such arrengements
is restricted to specific sources of suppiy, the echnice of the
importer is limited accerdingly.

Bileteral agrecments: Imports under bileteral and payments
agrecment s will smount to appromimetely $25,000,000 in 1962/63.
The terms of this sgrecment roflcct closely the normal pattern
of Iszraci's trade and the criteria guiding impert licensing in
these ceses arc substantially the smme as tlicse for imports
from other sources.
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L. Group of commeditics affected by the variocous forms of restrictions

The following are the main commwdities or groups of commoditics covered
by thce Free Import Orders and by the Automatic Approvel System:

(1) Trec Import Crders: coffee, toa, wheet, soya boans, castor
sceds, suger, sulphur, asbestos, iron orscs, coal, chemicel and
phamaceutical raw materials, timber for citrus crates, rubber,
natural cork, pulp for paper menufacture, jute, canvas, non-
forrous mctels (tin, aluminium, cepper), lead, office machinery,
electric motors over 150 h.p., parts for menufacturing posteal
equipnent, railway loccmotives, carriages and waeggons, ships,
ceroplanes (except for agricultural purpcses), boets and
vianos.

(ii) Autonatic Appraval System: cocca beans, cocca cakes, butter,
0il and copra seeds, cocoa, preserved and Irozen neat, milocorn,
edible o0il and fats, raw hides and skins, polymerised precducts,
uncorded sheep and lambs wecol, books, vwrapping peper for Iruits,
raw cotton, rayon yarns, synthetic fibres, rew diamonds, steel
strips for manufacturing irrigstion pipes, uncczted sheets and
plates, vehicles =nd spare parts, heavy mechanical eguipment,
ferrous cres, spirits, cineme films, pulp and pulp procducts,
tenring extracts, citrus cases, crude petrclieum, heavy fuel oil,
lubriceting cils, aviation gasoline, some industrial eguipment
and machinery.

5. Usz of State trading or sovernment monopolies in restricting imperts

State treding import nctivivies are limited to these of the Feed
Division of the Linistry of Commerce and Industry. The Fced Import Division
serves as the sole impeorter of = number of staple foed stufls, the mein
items being: sunflcower seeds, cotton seced oil, soya bean cil, frozen meat,
meat preserves. A4ll commedities imported by these enterprises ave freely
available in sufficient quantities to meet the demand of all preospective
constnmers, and State-trading cnterprises are not used tc restrict imperts.

6. lieasures taken in the past year in relaxing restrictions

In the framewerk of an cxtensive liberclizstion progremme introduced .t
the time of the reform of the exohznge system Free Impert Orders have teen
introduced. The 1list of commodities so far included under this Order will
cover an estimated volume of imperts of 120 million. The mein items
concerncd crc mentioned in paragraph 4. The full list of itemc as well as
any additional lists to be issued at a leter stage will be trensmitted tc the
contracting parties in dve course. There was also progress in the de facto
liberalizction of imports sc¢ that in practicc abcut 80 per cent of current
imports zre no longer restricted as compared with sbout €0 per cent 2t the
time of the last consultaticn.

Wheat, sugar and cil seeds, which were formerly imported enly by the
Food Import Division are now covered by the Free Imports Orders.
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Since the beginning of 1961 the bilateral psyments agreements wrbh
Iceland, Norway and Finland were terminated.

The volume of imports transacted within the framework of bilateral

egreements decreased from about 35 million dollars in 1960/61 to about
28 million dollars in 1961/62.
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7, Effects of Restrictions on Trade and Goneral Policy in the use °
of Restrictions for Balanco-of-Payments Reasons

1. During recent years the value of imports into Israel has been
maintained at a consistently high level. In 1961 imports reached a
new peak, while imports per capita (US $257) were amongst the highest .
in the world. The following table shows the continucus increase in
imports during the last three years:

Year ' Value of Imports c.i.f.
(million of US $)

1959 426

1960 496

1961 - 568

2. While the value of imports has increased, the balance of payments
position on current aceount “has deteriorated:

Year Deficit on current account
- (million of US #) »

1959 316

1960 336

1961 397

Furthermore, net indebtedness, (i.e. the excess of debts in foreign
exchange over foreign exchange reserves) has further increased:

Year Net indebtedness
(million of US §)

1959 672

1960 675

1961 702 (provisional)

Taking the foregoing figures into account, it is apparent that the
import restrictions maintained are appropriate to the country's foreign
exchange position and are necessary to safeguard its foreign exchange
reserves.

3. On 9 Februgry 1962, the Government of Israel introduced a reform

of the exchange system and adopted a new programme for econonic
stabilization™s It is the declared policy of the Government, within the
framework of the new programme, to eliminate progressively all
quantitative restrictions on imports and to simplify administrative
procedures in respect of foreign trade.

lParticulars of the new programme were brought to the notice of the

CONTRACTING PARTIES in Document L/1727.
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4, A "Free Imports Order", made in pursuanwe of this policy was
promulgated A 24 April 1962. The Qrder contains a list of goods
which may be imported without licence and covers an sstimated annual
volume of imports of US $120 milIlicd., "~ Extensions to this list are

in preparation and will be published in the near future. In all,

the free lists will include about 80C items -~ an annual volume of imports
ef approximately US $300 million., 'Thus 50 per cent of total imports

in 1962/63, estimated to reach US $600 million, will be freed from all
restrictions, It is envisaged that all imporvs still being licensed
under the Automatic Approval System (i.e. a further 30 per oant of total
imports) will ultimately be included under the Free Imports Order.

S, It is planned to lower gradually the barriers of protection of
local production against imports. In order tc place the branches

of industry and agriculture on a basis of sheap and efficient production,
it is the intention to limlt the ceiling of protective customs and to
abolish quantitative restriecticns on imports. Outside the sphere of
rrotection, local goods will have to fase eompetition with imported
goods.,. First steps to implement this policy have alrsady been taken.

6, Long-term foreign trade polisy provices for an improvement in the
balance of payments not through restrictive measures on imports, but
rather through an overall expansion of foreign trade, both of exports
and imports. A preliminary forscast, still subject to correction in
the light of the effects of the exchange reform, foresees an increase of
imports to US $650 million and exports to US $400 million by 1965.
Within the framework of its liberalization measures further efforts
will be made to conduct foreign trade on a multilateral basis and to
eliminate bilateral arrangements, except with state-trading countries.
The Government of Israel is confident that these efforts will not be
bampered by the maintenance or imposition >f discriminatory impord
arrangements by its trading partners.
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Foreign Bxchange Expenditures 1961/€2

(Provisional - in $ 000)

Services 232,000
Consumption 202,500
Fuel 32,000
Haintenance and repairs 21,000
Health and education 2,000
Food 61,000
Raw materials for s ricultuvral production 35,E00
Faw materials Ifor industrial production 36,000
Other consumesr goods ' 8,000
Imports for exports 110,000
Investments 196,500
Agriculture and irrigavion 21,500
Industry, power and development projects 75,000
Trensport and comtunications 92,500
Health and cducation 5,500
Building 2,000
Imports of papcrs wood cto. 5C,000
Repayments of ~cbts and incrcase in ..eserves 54,000
Total 845,000

mmshanmw
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Foreign Zxchange IExpenditure
1942/¢3

(Note: In view of the recent reform of the exchange system the
Foreign Exchange Budget for 1962/63 has not yet been approved.
An Interim Budget provides for the following expenditures
during the months of April and Hzy 1962)

Services 40,000
Imports of ~cods 90,0C0
Live animals and animal products 1,800
Vegetable produnts 10,C00
Animal snd vegetable fats and oils 1,€00
Prepared Toolstuilfs 1,550
ilineral products 5,700
Froduects of 3hc chemical industry 4,260
Artificiel resins, rubbor and rlastics 2,250
Raw hides,; ckins and lcathor 70C
Wood, artviciss of woed, cork 4,600
Paper and poper-neking matcrials 2,750
Textiles =zl Hextils articlices 4,900
Foctwear and headwsoar 60
Articles maas of mincral products 380
Tiemonds and precious metals 5,160
Base metals and articles thereof 6,800
M=chinery snd electrical eguiment 16,250
Transport eguiopment 17,850
Seienvific =nd medical insSrumcnts,

watches and musical Instruments 2,000
Arms and apsmunition 60
Miscellaneovs manufactured articles 280
jiorks of art =nd eunti-ues 110
Reserve aunl ~Praee in palances 20,000

Total 150,000



