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Could not community foundation funds and non-profit agencies in Israel become partners 
in an investment process? 

FiLANTHROPY and economic invest
ment in Israel by Diaspora Jewry 

have played a necessary and historic 
role in shaping the maintenance of Is
rael's economic welfare since the cre
ation of the State. Early in the 1950's, 
one could quesdon the very fu tu re of 
the State of Israel as a result of the eco
nomic instability which resul ted f rom 
the greatest absorpt ion e x p e r i m e n t in 
the world's history. 

Such a d i re possibility is no t the case 
today, a l though Israel faces a grave eco
nomic crisis, with approximate ly one-
th i rd of its budge t devoted to debt ser
vice and ano the r one- th i rd to defense . 
Yet the re a re s t ructural limits to budge t 
cut t ing. Ent i t lements to the elderly, as 
well as to widows, o r p h a n s , and veter
ans .mus t be pro tec ted when budge t 
balancing cuts a re cons idered . 

Israel's economic issues a re basic to 
the n a t u r e of Israel itself. Israel has 
been and is a welfare society. Likud, at 
the height of its power a n d as com
mitted as it is to free marke t rhetor ic , 
shared many m o r e assumpt ions with 
labor vis-a-vis the ro le of gove rnmen t 
he lp ing its citizens t han d o the Demo
cratic a n d Republican part ies in the U.S. 
In fact, Amer icans a re not generally 
familiar with the s t ructural differences 
between Israel and the Uni ted States. 

As an example , the power of labor 
un ions in Israel , part icularly His tadru t , 
which is one of the largest employers in 
Israel, has no c o u n t e r p a r t in the Uni ted 
States. T h e r ight to a j o b is real in Israel . 

T h e r e a re safeguards that gua ran t ee 
jobs to peop le in most cases. U n d e r e m 
ployment has allowed people to hold 
m o r e than one j o b as a way of coping 
with financial stress. T h e sheer enor 
mity of the cost of social benefits to em
ployers, coupled with the a d d e d ineffi
ciency which results f rom the requ i red 
30 to 60 day annua l reserve a rmy du ty 
for almost all males, would shock the 
average Amer ican . 

Gua rd ing the economy has been a 
highly centralized and benevolent gov
e r n m e n t on which every citizen, town 
and city must d e p e n d for most phases of 
private and civic hfe. Every aspect of 
s o c i o - e c o n o m i c ac t i v i t y—lower a n d 
h igher educat ion, synagogues and rab
bis, social and recreat ional services, most 
businesses, banking , hous ing , tour ism, 
shipping, communica t ion systems and 
transportation—is controlled, regulated, 
opera ted , and . . . o r owned in pa r t or 
whole by a n d t h r o u g h governmenta l 
bodies. Nearly 90% of all the land in 
Israel is owned by the gove rnmen t or a 
gove rnmen t related entity. Nearly all 
gove rnmen t agency a n d even some pri
vate sector salaries a re set centrally. 

Against this backg round of Israel's 
un ique economic s t ruc ture , it is possible 
to suggest that several redefini t ions of 
the economic relat ionships that exist 
between Israel and Diaspora might be in 
o rde r . 

T h e hea r t of any discussion about 
Israel-Diaspora relat ions is the past , 
cu r r en t , a n d possible fu tu re role of 
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p h i l a n t h r o p y a n d economic s u p p o r t 
which Diaspora Jewry has provided to 
Israel . Diaspora ph i l an th ropy in t h e 
early days of Israel was almost as essen
tial as the spirit and titanic struggles of 
the Israelis themselves. T h e fledgling 
count ry d e p e n d e d on loans and contri
but ions a m o u n t i n g to m o r e than 40% of 
its G.N.P. of less t han 2 billion dollars. 

T h e presen t reality is that all aid f rom 
abroad , inc luding U. S. Gove rnmen t 
grants and loans a n d private grants a n d 
loans (Israel Bonds) , amoun t s to less 
t han 15% of the cu r r en t gove rnmen t 
b u d g e t of over 23 billion dollars. T h u s , 
t h e impac t a n d p u r p o s e of ph i l an 
th rop ic a n d economic s u p p o r t f rom 
abroad a re clearly different today. Yet, 
precisely because ph i lan thropy is not 
expected to a n d canno t provide the 
f u n d i n g fo r o n g o i n g g o v e r n m e n t 
functions, it has been possible to direct 
the use of ph i lan thropic funds with 
g rea te r precision a n d within the frame
work of the m o r e comprehens ive plans 
of social a n d economic development . 

Perhaps as m u c h as one-half of a bil
lion dollars a re phi lanthropic contr ibu
tions to all m a n n e r of "non-profi t" or
ganizat ions in Israel—Yeshivot, h u n 
d reds of small non-prof i t heal th and 
welfare organizat ions, and , above all, 
t h e services s u p p o r t e d t h r o u g h t h e 
Jewish Agency. 

Most of t h e f u n d s a r e f u n n c l e d 
t h r o u g h t h e J e w i s h A g e n c y w h i c h 
functions as a kind of second govern
m e n t that provides services, by law, tha t 
in o the r countr ies a re e i ther govern
m e n t functions o r left to the accident of 
pr ivate efforts. T h e present s t ruggle 
be tween Amer ican Jewish l eadersh ip 
and the Israeli leaders of the Agency 
grows ou t of Amer ican Jewry's push for 
p e r s o n a l i z a t i o n a n d a c c o u n t a b i l i t y 
within the Agency. I t is also a s t ruggle 
against centralization in the Israel style 
by Jews abroad as well as their desire for 

m o r e i n v o l v e m e n t in t h e dec i s ion 
making process. 

T h e drive to install new accountability 
measures will quickly affect economic 
inves tment and ph i lan thropic contr ibu
tions, and lend credibility to the opera 
tions of the economy. Th i s is part icu
larly impor t an t in view of the call for a 
b i l l ion d o l l a r i n v e s t m e n t by P r i m e 
Minister Shimon Peres which was m a d e 
at the meetings of the Jewish Agency 
leadersh ip . A commi tmen t to investigate 
the Israeli economy was signed by these 
profess ional a n d lay l eader s , r a t h e r 
than , for example , by the leaders of Is
rael Bonds . I t was no accident that at 
these meetings, ph i l an th ropy was no 
longer cons idered as an auxiliary con
tr ibut ion to the economy. T h e economic 
realities call for heroic a n d innovative 
responses to the n e a r despera te p rob 
lems of the Israeli economy. 

O n e result of this rea l ignment of eco
n o m i c l e a d e r s h i p will be i nc r ea s ing 
pressures to b r ing Amer ican business 
m e t h o d s in to t h e a d m i n i s t r a t i o n of 
ph i l an th ropy in Israel even as they are 
already evident in America . (I realize 
that Israel-Diaspora relations encom
pass o the r axes than the Amer ican bu t 
the Amer ican influence will con t inue 
to d o m i n a t e a m o n g D i a s p o r a com
munities.) 

In addi t ion to controls a n d a genera l 
commi tmen t , t he re a re o the r benefits 
that may develop f rom a product ive re
cas t ing of t h e r e l a t i onsh ip b e t w e e n 
Amer ican ph i l an th ropy and the various 
sectors of the Israeli economy. 

A deve lopment only now e m e r g i n g in 
A m e r i c a n J e w i s h c o m m u n i t i e s may 
p r o v e feasible in I s r a e l . A m e r i c a n 
Jewish nonprof i t agencies have suffered 
heavily as a result of the recent reces
sion, inflation, and withdrawal of long 
coun ted u p o n public funds. T h e most 
creative and imaginative of these agen
cies have come to reahze that they can-
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not count on contr ibut ions alone to re
place lost income. Ins tead they have 
m o v e d , g inger ly in s o m e ins tances , 
boldly in o thers , into prof i t -making op
era t ions . Some have c rea t ed profi t-
making subdivisions as a source of in
come to suppor t the central mission of 
the non-prof i t Federa t ion . 

Given this kind of th inking , two p ro 
posals bear explorat ion. T h e first is the 
deve lopment of new combinat ions of 
the private a n d public sector in Israel . 

T h e Diaspora Jewish communi ty ' s 
p r imary phi lanthropic i n s t rumen t in Is
rael has been the Jewish Agency. With 
the Agency funct ioning as a second gov
e r n m e n t with official gove rnmen t sanc
tion a n d tasks, t he re has in addi t ion 
e m e r g e d a new private sector in Israel . 
We may well have h e r e the beginnings 
of a sector of private giving that paral
lels Amer ican c o m m u n a l ph i lan thropy . 
If so, this newly developing sector could 
be encouraged by the Israel gove rnmen t 
using it increasingly as a contractor for 
services. T h u s , in the same way as the 
gove rnmen t has agreed to let certain 
tradit ional tasks be p e r f o r m e d by the 
Jewish Agency on its behalf, the new 
sector would be asked to take on as
s ignments o r provide new areas of ser
vice. These enterpr ises , which would 
also d e p e n d on lay leadersh ip emerg ing 
in Israel, would s t r eng then the volun-
teerism which is sorely needed in Israel. 

Communi ty centers in Israel a re a 
p r i m e example of this new kind of 
agency in Israel, which is in t u rn an 
example of this new sector. T h e s e Cen
ters a re a hybrid of non-polidcal , gov
e r n m e n t a l , a n d n o n - g o v e r n m e n t a l 
pa r tnersh ips which deliver new services 
to the p o p u l a d o n . This combinadon of 
economic resources includes private and 
public fund ing from Israel and private 
fund ing in the form of inves tment and 
cont r ibudons from abroad . T h e s e new 
structures could be ex t ended into the 

fields of hous ing a n d heal th . T h e les
sons of Project Renewal at its best—the 
v a r y i n g c o m b i n a t i o n s o f r e s o u r c e 
fund ing and p lann ing as well as lay 
c o m m u n i t y l e a d e r s h i p — s u g g e s t how 
new roles can be developed in p lann ing , 
del ivering a n d evaluating services in 
Israel. 

In America , non-prof i t hospitals now 
provide some of their services at fees 
tha t t h r o w off a prof i t . A possible 
t ransfer of this model begs for explo
rat ion. T h e ideology of Israel as a wel
fare state cannot be ignored bu t the 
p r emise s of a mixed e c o n o m y a n d 
pa r tne r sh ip be tween private en te rpr i se 
a n d the gove rnmen t o r His tadru t in 
p r o d u c t indus t r ies also suggest pos
sibilities in service industr ies . 

In short , t he r e a re new ventures in 
economic vitalization that can be devel
o p e d by p r o m o t i n g creative interact ion 
a m o n g Israel's various economic sectors 
in cooperat ion with American resources 
a n d p lanning . 

A second suggest ion for revitalizing 
Israel's economy focuses on the creative 
use of A m e r i c a n Jewish c o m m u n a l 
funds , in par t icular communi ty foun
dat ions that have been established by 
m a n y F e d e r a t i o n s t h r o u g h o u t t h e 
country . 

Federa t ions in the Uni ted States now 
h a v e f o u n d a t i o n s wh ich h a v e o v e r 
$800 ,000 ,000 in assets. Cou ld some 
means be found to develop a match
ing fund whereby potential investors 
a n d the Jewish communi ty foundat ions 
would combine funds for use in Israel? 

Safeguards gua ran t ee ing the integrity 
(capital?) of communi ty funds would be 
requ i red . Could not communi ty foun
dat ion funds a n d non-prof i t agencies in 
Israel become pa r tne r s in an investment 
process? Perhaps an investment corpo
rat ion could be capitalized with a per
centage of the stock held in the n a m e of 
the non-profi t organizat ion in Israel. 
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Perhaps the results would be a b o a r d of 
Israelis and Americans , of e n t r e p r e 
neurs and non-profi t or iented special
ists. T h e vested interests r ep re sen ted 
by all of the forces would intersect. All 
of these would want the corpora t ion to 
succeed. 

N o r does Israel have to be a beggar o r 
a silent, passive p a r t n e r in this relation
ship. What a re the total assets of the 
holdings of the Israel government , to 
say no th ing of the Jewish Agency? Is a 
gove rnmen t which owns 87% of all the 
land in Israel incapable of new ways of 
con t ro lhng land use while divesting it
self of land holdings? Does the divesti

t u r e of a British Te lecommunica t ions 
a n d the p e n d i n g sale of British Airways 
have any message for Israel? I suggest a 
selected divest i ture of assets could resul t 
in mak ing new funds available for in
vestment . 

O u t of examin ing new ways to con
nect inves tment a n d ph i lan throp ic cap
ital, relat ionships will be solidified, not 
weakened . Ind iv idua l Federa t ions in 
Amer i ca a n d p r iva te , g o v e r n m e n t a l , 
a n d non-governmenta l agencies in Is
rael have the potential of gene ra t ing a 
new world of deve lopmen t tha t will 
create an economy that is vital a n d a 
heal thy climate for investment . 
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