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|

TEXT OF Rzﬂikﬁﬁ BY THE PREBIDENT
TO MEMBERS OF THE CONGREGATION OF
TEMPLE HILLEL AND JEWISH COMMUNITY LEADERS

Main Sanctuary "
4 Temple Hillel
I | Valley Stream, New York

October 26, 1984

I've covered a good bit of territory since this campaign startad,
and what's heartened me most is the new spirit in our country --
the spirit of optimism and confidence, of prida and patriotism
brought forth by a great American renewal, Ameérica's greatest
glift has always been frewdom and equalit of ity == the
idea that no marter who yoy are, no matter where you come from,
¥you can climb as high as your God-given talents will take you.

But a few years ago, we were baing tcld that this vision was no
morw, that America was in decline, and all of us had to lowaer our
axpectations. I think you remember the disasters that defearist
spirit led to: the first back-to-back years of double-digit
inflation since World War I; a 21-1/2 percent prime interast
fate; record taxationy declining growth, savings, investment,

5\ income, and confidence in our future -- not to mention growing
problems of crime, diugs, and education.

Overseas, we had lost the respect of friend and foe alikel our

nation grown weak, undermining commitme &n our
closest friends like Israml., We Lalked and acted like a Narion
in decline =-- and tha world beliesved usg.

in 1381, the American pecple smet cut on an entiraly new course,
and, working together, we have cast aside the pessimism —- aleng
with high inflation, stagnation, and weakness -= in a wonder ful
rebirth of freedom, prosperity, and hope. And today, we're
seelng not humiliation and defeatism, but pride in ourselves, in
our accomplishments, and in our country.

From Mew York Harbor to San Diego Bay -- a strong economic
L] expansion with low inflation is leading the rest of the world
{ into recovery. America is back on its feat and America ig baok
on the map. But we cannot and will not rast until every Americap
who wants 'a job can find a jobg

A nation's greatness is measured not just by its G.M.P. or
military power, but by the strength of its devotion to the
Principles and values that bind its People and define Lheiry
character. On civil rights, we are enforcing the law with new
determination. Since wa toock office, the Justice Department has
filed more criminal charges on civil rights violations, brought
more violators to trial, and achiaved mor
Eoivictions than ever beform. I have said this before, and 1'11
BAy it again: As President, I will continue to enforce civil
rights to the fullest extent of tha law,

That's why I have a inted to the Civil Ri ghts Commission pecple
\ like Cormissioner grence Pendleton and Morrls Abram, and Seaff
Director (Linds Chavez Thay recognize that You cannot cure
r i i @ discrimination. I'm proud they're
Berving on the Commission and I intend to keep tham there. and

a8 long as 1 am President, we Will have a Justice Department
which argues for the right of individuals to be treated as

I
5 \ -0 g 'aﬁg
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support of tolerance, and in unequivocal opposition to prejudice
and bigotry? &

L]
r remain silent in the face of bigotry, We must
‘ ::nzt:: ::::n who saek to divide us. 1In all guarters and at all
timas, we must teach tolerance and denounce racism,
anti-Semitism, and all ethnic or religious bigotry, wharever they
exist, a3 unacceptable evils. We have no place for haters in
hl-finl == none whatsoever, i

And lat's not kid ourselves, The so-called " i= = _that
we hear in the United Nations ism just another mask in some
lquarters for vicious anti-Semitigm -- and that's something the
United Scates will nﬂi‘iﬁIE?iEETl=;|:ivtt it is, no matter how
subtle it may be,

|

We have a tenacious watchdog on this -- Jeane Kirkpatrick, And
she is one very forceful and determined woman. She has de fended
Israswl with perasistence and coursge, and America is very proud of
Jeane Kirkpatrick. Contrast Jeane's performance with that sad
mcment on March lst, IEHD! when the American delegate to the U.N,
actually v n favor of a resolution that repeatedly condemnad
Inrqu. why did my opponent remain silent? 1T ask you again:
what has ed to the party of Harry Truman and Scoop Jackson?

" And lat me remind you of an important, indeed, a key position of
the United States. Ambassador Jeane Kirkpatcick has my explicit

instructions: If lsrael is aver forced to walk out of the U.n.,
'the United States and Israel wi 1 walk out togethar, —

1 think we've come quite a long way togethar -- at home and
abroad. Gone ara the days when we abandoned principle and common
senew., Gone are the days whan we muakly tolerated obvious
thrasts to peace and security., I can tell you today from my
haart:  America is prepare r peace. And because we are
ltrnnqir

an e, aAuse we have regained our respsct, and
because our alliem and friands Enow, n, t we zan be
co We are in A position to mecure a futurs of peace ==

not psace at any prica, but a true, meaningful, lasting peace,
supported by freedom and human dignity.

| HIkiﬂM:liltakﬂl 1f sver we were to hesd those who would cripple

| America's defensa rebuilding program, we would undermine our own

| security and the sacurity of our closest friends, like lsrael,
and, as long a8 1 am President, that is not going to happen,

larasl and the United States are bound together by the ties of
family, friendship, shared ideals, and mutual interests, We are
allies in the defanse of fyeedom in the Middle East. Arnd I'm
proud to say, borrowing Prime Minister Peres' words af 2 weeks
890, that relaticns between the United States and larael “have
rsached a new level of harmony and understanding.”

in partnership, Israel and the United States will continue to
work toward a common vision of peace, security, and eccnomic
well=being. Our friandship is closer and atronger today than
\4ver before. And I intend to keap it chat way.

Now let mé leave you with one final thought. I know that many of
you here teday have your political roota in the Democratic Party.
I just want to say to all of you that [ was a Democrat most of my
life, and I know what it is like when you find yourself unable to
Support the decisionas of the leadership of that Party. To you,
and to the millions of rank-and-fils Democrate wha lovae America,
who want a better life for your children, and share our
determination to build a Stronger America, at home and abroad, I
can only say: Come walk with us down this new path of hope and
opportunity.

The spiricual values which the Jewish community represent are now
being seen by the Amarican public on the talevision series,
"Haricage -- Civilization and the Jews."® These ara valuas we
want and nead in the Republican Parcy.

} ~mOre—- sl
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FRIDAY, OCTOBER 26, 1984 )
v f
TEAT OF REMARKS BY THE PRESIDENT
TO MEMBERS OF THE CONGREGATION OF
TEMPLE HILLEL AND JEWISH COMMUNITY LEADERS

Main Sanctuary
Temple Hillel
| Valley Stream, New York

October 26, 1984

Al
|
) 1've covered a good bit of territory since this campaign startad,
and what's heartened me most is/the new spirit in our country =--
-* the spirit of optimism and confidence, of prida and patriotism
brought forth by & great American renewal. America's greatesat
' gift has always been freedom and @quality of opportunity -- the
Ea.. that no matter who you are, no matter where you come from,
I ygu can c¢limb as high as your God-given talents will take you.

| But a few years ago, we were baing tcld that this vision was no
’ morw, that America was in decline, and all of us had to lowar our
expectationa. I think you remember the disasters that defeatist
spirit led to: the first back-to-back years of double-digit
inflation since World War I; a 21-1/2 perdent prime interast
fate; record taxation; declining growth, savings, investment,
income, and confidence in our future -- not to mention growing
. problems’ of crime, diugs, and education.
Overseds, we had lost the respect of friend and foe alike. cur
‘dntnr:tnutiun had grown weak, undermining commitments to even our
closest friends like Israel, We talked and acted like a Narion
\ in decline 2 and the world /believed ys. {

{

i In 1981, the American People met out on an entiraly new course,
and, working together, we have cast aside the pessimism -- along

with high inflation, Etagration, and weaknesa -- in a wonder ful

\ q rebirth of freedem, prosperity, and hope. and today, we're
seeing not humiliation and defeatism, but Pride in ocurselves, in
r ' Our mccomplishments, and in our country.
y :
4 From New York Harbor to San Diego Bay -- a strong economie
expansion with low inflation i;rltﬂdihg the rest of the world

1 ' into recovery. America is back on its feat and Amarica is back
, on thea map. But we cannot and will not rast until every American
who wants a job can find a job

A nation's greatness is meawur not just by its G,N.P. or
military power, but by the strength of its devotion to the
d Principles and values that bind its People and dn*na their
' character. On civil rights, we are enforcing the Naw with new
1 determination. Since wa took office, the Justice Department has
filed more criniﬂrl charges on civil rights violations, brought
more violators td trial, and achiaved more ¢ivil rights
"eonvictions than ever befora. I have said thig before, and I'11
say it again: President, I will continue to enforce civil
L rights to the fullest extent of tha law,

-

That's why I have ;pfusnted tc the Civil Rights Commission pecple
like Commissioners Clarence Pendleton aud Morris Abram, and Staff
| Dirwetor Linda Chavesz. Thay recognize that You cannot cure
i discrimination with more discrimination. I'm proud they're
Berving on the Commission and I intend to keep them there. And
{ a8 long as I am President, we will have a Justice Department
which argues for the right of individuals to be treated as
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of tolerance, and in unequivocal opposition to prejudice
bigoery?

Wa must pever remain silent in the face of bigotry. We must
condemn those who saek to divide us. 1In all guarters and at all
times, we must teach tolerance and denounce racism,
anti-Semitiam, and all ethnic or religious bigotry, wherever they
exist, as unacceptable evils. We have no place for haters in
America -- none whatsoever,

And lat's not kid ourselves, The so-called "anti-Zionism" that
we hear in the United Nations is just another mask in some
quarters for vicious anti-Semitism -- and that's something the
United States will not tolerate, whersver ir is, no matter how
subtle it may be.

We have a tenacious watchdog on this -- Jeans Kirkpatrick. And

sha is one very forceful and determined woman., She has defepnded
Israwl with persistence and courage, and America is very proud of
Jeane Kirkpatrick. Contrast Jaana's performance with that sad

moment on March lst, 1980, when the American delega to tha O.N.
actually voted in favor of a resolution chat rapaatedly condemnad
lsrael. And why did my opponent remain silent? I ask you again:
What has happened to the party of Harry Truman and Scoop Jackson?

And lat me remind you of an important, indeed, a key position of
the United States. Ambassador Jeane Kirkpatcick has my explicit
instructions: If lsrael is aver forced to walk out of the U.N.,
the United States and Iarael will walk ocut together.

I think we've come quite a long way together ~- at home and
sbroad. Gone are the days when wa abandoned principle and common
senga. Gone are the days when Wwe muakly tolarated obvious
threats to pesace and security. I can tall you today from my
hemart: America is prepared for peace. And because wae are
stronger than bafore, because we have tagained our respect, and
because our allies and friands know, once again, that we can be
counted on, we are in a position to mecure a futuce of peace --
not peace at any price, but a true, meaningful, lasting peace,
supported by freedom and human dignicy,

Make no mistake: If ever we were to hasd those who would cripple
America's defense rebuilding Frogram, we would undermine our own
security and the sacurity of our closest friends, like Israel,
and, as long as I am Presidant, that is not going to happan,

lsraal and the United States are bound together by the ties of
fawily, friendship, shared ideals, and mutual interests., We are
allies in the defanse of freedom in the Middle East. Ard I'm
proud to say, borrowing Prime Ministar Peres' words of 2 weeks
490, that relaricns between the United States and Israel “have
raached a new level of harmony and understanding.”®

in partnership, Isyrael and the United States will continue to
work toward a aanutn vision of peaca, security, and ecocnomic
wall-being. Our § ieandship iz closer and atronger today than
aver before. And I intend to keap it that way.

|
How let me leave you with one final thought. I know that many of
yYou here teday have your political roots in the Democratic Party.
I just want to say to all of you that I was a Democrat most of my
life, and I know what it ig like when you find yourself unable to
Support the decisions of the leadership of that party., To you,
and to the millions of rank-and-fila Democrats who love America,
who want a better life far your children, and share our
determination to build a stronger America, at homa and abroad, I
€an only =may: Come walk with us down this new path of hope and
oppoctunity.

The spiritual values which the Jewish community represent are now
being seen by the Amarican Public on the talevision series,
"Haritage -- Civilization and the Jewsa.® These ara values we
want and need in the Republican Parcy.

i
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Someday terrorism will no longer be a timely subject for a
speech, but that day has not arrived. Less than two weeks ago,
one of the oldest and greatest nations of the Western world
almost lost its Prime Minister, Margaret Thatcher, to the
modern barbarism that we call terrorism. A month ago the 1
American Embassy Annex in East Beirut was nearly destroyed by a
terrorist truck bomb, the third major attack on Americans in
Lebanon within the past two years. To list all the other acts
of brutality that terr&risﬁs have visited upon civilized
society in recent years would be inpossible here because that

list is too long. It is toco long to name and too long to

tolerate.

But I am here to talk about terrorism as a phencmenon in
our modern world -- about what terrorism is and what it is
not. We have learned a great deal about terrorism in recent
years. We have learned much about the terrorists themselves,
their suppnrters; their diverse methods, their underlying
motives, and their eveqtual goals. What once may have seemed
the random, senseless, violent acts of a few crazed individuals
has come into clearer focus. A pattern of terrorist violence
has emerged. ft is an alarming pattern, but it is something
that we can identify and, therefore, a threat that we can

devise concrete measures to combat.




The knowledge we have accumulated about terrorism over the . v 8
years can provide the basis for a coherent strategy to deal
with the phenomenon, if we have the will to turn our

understanding into action.

The Meaning of Terrorism

We have learned that terrorism is, above all, a form of
political violence. It is neither random nor without purpose.
Today we are confronted with a wide assortment of terrorist

groups which, alone or in concert, orchestrate acts of violence .

to achieve distinctly political ends. Their stated objectives i
may range from separatist causes to revenge for ethnic
grievances to social and political revolution. Their methods
may be just as diverse: from planting homemade explosives in
public places to suicide car-bombings to kidnappings and
political assassinations. But the overarching goal of all
terrorists is the same: they are trying to impose their will
by force -- a special kind of force designed to create an

atmosphere of fear. The horrors they inflict are not simply a

new manifestation of traditional social conflict; they are
depraved opponents of civilization itself, aided by the
technology of modern weaponry. The terrorists want people to
feel helpless and defenseless; they want people to lose faith
in their government's capacity to protect them and thereby to
undermine the legitmacy of the government itself, or its

policies, or both.
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.& terrorists profit from the anarchy caused by their
violence. They succeed when gcve}nments change their policies
out of intimidation. But the terrorist can even be satisfied
if a government responds to terror by clamping dcwn on
individual fights and freedoms. Governments that overreact,
even in self defense, may only undermine their own legitimacy,
and they unwittingly serve the terrorists' goals. The '
terrorist succeeds if a government responds to vioclence with

repressive, polarizing behavior that alienates the government

from the pecple.

The Threat to Democracy

We must understand, however, that terrorism, wﬁerever it
takes place, is directed in an important sense against us, the
democracies -- against our most basic values and often our
fundamental strategic interests. Because terrorism relies on
brutal violence as its only tool, it will always be the eneny
of democracy. Fér democracy rejects the indiscriminate or
improper use of force and relies instead on the peaceful

settlement of disputes through legitimate political processes.

The moral b;sss of democracy -- the principles of
individual rights, freedom of thought and expression, freedom
of religion -- are powerful barriers against those who seek to
impose their will, their ideologies, or their religious beliefs

by force. Whether in Israel or Lebanon or Turkey or Italy or

+
'




Wwest Germany or Northern freland, a terrorist has no patience
for the orderly processes of democratic society, and, therefore
he seeks to destroy it. Indeed, terrorism seeks to destroy

what all of us here are seeking to build.

The United States and the other democracies are morally
committed to certain ideals anpd to a humane vision of the
future. Nor is our vision limited to within our borders. In
our foreign policies, as well, we try to foster the kind of
world that promotes peaceful settlement of disputes, one that
welcomes beneficial change; We do not practice terrorism and
we seek a world which holds no place for terrorist violence, a
world in which human rights are respected by all governments, a

world based on the rule of law.

And there is yet another reason why we are attacked. If
freedom and democracy are the targets of terrorism, it is clear
that totalitarianism is its ally. The number of terrorist
incidents in totalitarian states is minimal and those against
their personnel abroad are markedly fewer than against the
West. And this is not-only because police states offer less
room for terrorists to carry out acts of violence. States that
support and sponsor terrorist actions have managed in recent
years to co-opt and manipulate the terrorist phenomenon in
pursuit of their own strategic goals. .
It is not a coincidence that most acts of terrorism occur

in areas of importance to the West. More than 80 percent of
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the world's terrorist attacks in 1983 occurred in Western -
Europe, Latin America, and the Middle East, Terrorism in this

context is not just criminal activity, but an unbridled form of

warfare.

Today, international links among terrorist groups are more
clearly understood. And Soviet and Soviet-bloc support is also
more clearly understood. We face a diverse family of dangers.
Iran and the Soviet Union are hardly allies, but they both
share a fundamental hostjlity to the West. Whan Libya and the

PLO provide arms and training to the Communists in Central

America, they are aiding Soviet-supported Cuban efforts to E

undermine our security in that vital region. When the Red bl
Brigades in Italy and the Red Army Faction in Germany assault

free countries in the name of Communist ideology, they hope to
shake the West's self-confidence, unity, and will to resist
intimidation. The terrorists who assault Israel -- and indeed i

the Marxist Provisional IRA in Northern Ireland -- are
ideological enemies of the United States. We cannot and we

will not succumb to the likes of Khomeini and CQaddafi.

We also now see a close connection between terrorism and
international narcotics trafficking. Cuba and Nicaragua, in
particular, have used narcotics smugglers to funnel guns and
money to terrorists and insurgents in Colombia. Other
Communist countries, like Bulgaria, have also been part of the

growing link between drugs and terrorism.

I R T A W
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We should understand the Soviet role in international i B Sy

terrorism without exaggeration or distortion. One does not
have to believe that the Soviets are puppeteers and the

terrorists marionettes: violent or fanatic individuals and

groups can exist in almost any society.

But in many countries, terrorism would long since have
withered away had it not been for significant support fronm
outside. When Israel went into Lebanon in 1982, Israeli forces
uncovered irrefutable eyidence that the Soviet Union had been |
arming and training the PLO and other groups. Today, there is .
no reason to think that Soviet support for terrorist groups ‘
around the world has diminished. Here as elsewhere, there is a ™
wide gap between Soviets words and Soviet deeds, a gap that is
very clear, for instance, when you put Soviet support for
terrorist groups up against the empty rhetoric of the
resolution against so-called "state terrorism" which the USSR
has submitted to this year's UN General Assembly. The Soviets

condemn terrorism, but in practice they connive with terrorist

groups when they think it serves their own purposes, and their "

goal is always the sam®: to weaken liberal democracy and

undermine world stability.

The Moral and Strategic Stakes

The stakes in our war against terrorism, therefore, are
high. We have already seen the horrible cost in innocent lives

that terrorist violence has incurred. But perhaps even more



horrible is the damage that terrorism threatens to wreak on our
modern civilization. For centuries mankind has strived to
build a world in which the highest human aspirations can be

fulfilled.

We have pulled ouselves out of a state of barbarism and
removed the affronts to human freedom and dignity that are
inherent to that condition. We have sought to free ocurselves
from that primitive existence described by Hobbes where life is
lived in “continual fear and danger of violent death ... nasty,

brutish, and short." We have sought to create instead a world

where universal respect for human rights and democratic values

I
[
]

n

makes a better life possible. We in the democracies can attest
to all that man is capable of achieving if he renounces
violence and brute force, if he is free to think, write, vote,
and worship as he pleases. Yet all of these hard-won gains are

threatened by terrorism.

Terrorism is a step backward; it is a step toward anarchy

and decay. In the broadest sense, terrorism represents a

return to barbarism in the modern age. If the modern world
cannot face up to the challenge, then terrorism, and the
lawlessness and inhumanity that come with it, will gradually
undermine all that the modern world has achieved and make

further progress impossible.
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Obstacles to Meeting the Challenge : §.

—

The magnitude of the threat posed by terrorism is so great

that we cannot afford to confront it witn half-hearted and

poorly-organized measures.

Terrorism is a contagious disease that will inevitably .
spread if it goes untreated. We need a strategy to cope with
terrorism in all of its varied manifestations. We need to
summon the necessary resources and determination to fight it

-~

and, with international cooperation, eventually stamp it out.

And we have to recognize that the burden falls on us, the ;

democracies -- no one else will cure the disease for us. -

Yet clearly we face obstacles, some of which arise
precisely because we are democracies. The nature of the
terrorist assault is, in many ways, alien to us. Democracies
like to act on the basis of known facts and shared knowledge.
Terrorism is clandestine and mysterious by nature. Terrorists

rely on secrecy, and therefore it is hard to know for certain

who has committed an atgocity.

Democracies also rely on reason and persuasive logic to
make decisions. It is hard for us to understand the fanaticism
and apparent irrationality of many terrorists, especially those
who kill and commit suicide in the belief that they will be

rewarded in the after-life. The psychopathic ruthlessness and
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prutality of terrorism is an aberration in our culture and

alien to our heritage.

And it is an unfortunate ir;ny that the very qualities that
make democracies so hateful to the.terrurista -= pur respect
for the rights and freedoms of the individual -- also make us
particularly vulnerable. Precisely because we maintain the
most open societies, terrorists have unparalleled opportunity
to strike at us. Terrorists seek to make democracies embattled
and afraid, to break down democratic accountability, due

process, and order; they hope we will turn toward repression,

or succumb to chaos.

}
'

These are challenges we must live with. We will certainly
not alter the democratic values that we so cherish in order to
fight terrorism. We will have to find ways to fight back

without undermining everything we stand for.

Combatting Moral Confusion

But there is another obstacle that we have created for
ourselves that we should overcome -- that we must overcome --
if we are to fight terrorism effectively. The obstacle I am

referring to is confusion.

We cannot begin to address this monumental challenge to
decent, civilized society until we clear our heads of the

confusion about terrorism, in many ways the moral confusion,




that still seems to plague us. Confusion can lead to u .

Pafalygis, and it is a luxury that we simply cannot afford.
The confusion about terrorism has taken many forms. In |

recent years, we have heard scome ridiculous distortions, even

about what the word "terrorism" means. The idea, for instance,

that denying food stamps to some is a-fﬂrm of terrorism cannot

be entertained by seriocus people. And those who would argue,

as recently some in Great Britain have, that physical violence

by strikers can be equated with "the violence of unemployment,”

are, in the words of The Economist, "a menace to democracy

averywhere." In a real democracy, violence is unequivocally
bad. Such distortions are dangerous, because words are ] i
inportant. When we distort our language we may distort our
thinking, and we hamper our efforts to find solutions to the

grave problems we face.

There has been, however, a more serious kind of confusion
surrounding the issue of terrorism: the confusion between the.

terrorist act itself and the political goals that the

terrorists claim to seek.

The grievances that terrorists supposedly seek to redress
through acts of violence may or may not be legitimate. The
terrorist acts themselves, however, can never be legitimate.And

legitimate causes can never justify or excuse terrorism.

Terrorist means discredit their ends.
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We have all heard the insidious claim that "one man's
terrorist is another man's freedom fighter." When I spoke on
the subject of terrorism this past June, I quoted the powerful
rebuttal to this kind of moral relativism made by the late

Senator Henry Jackscon. His statement bears repeating today:

"The idea that one person's 'terrorist' is another's
'freedom fighter' cannot be sanctioned. Freedom fighters
or revolutionaries don't blow up buses containing

non-combatants; terrorist murderers do. Freedom fighters

don't set out to capture and slaughter school children;

terrorist murderers do. Freedom fighters don't assassinate

innocent businessmen, or hijack and hold hostage innocent
men, women, and children; terrorist murderers do. It is a
disgrace that democracies would allow the treasured word

‘'freedom’' to be associated with acts of terrorists.”

We cannot afford to let an Orwellian corruption of language
obscure our understanding of terrorism. We know the difference

between terrorists and freedom fighters, and as we look around

the world, we have no Eraublu telling one from the other.

How tragic it would be if democratic societies so lost
confidence in their own moral legitimacy that they lost sight
of the obvious: that violence directed against democracy or

the hopes for democracy lacks fundamental justification.
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Bemacracf offers the Dpportunity for peécaful change.

legitimate pnlitical ccmpstiticn. and redress of grievances.

We must OPPOSe rerrorists no matter wnat panner they may £l¥-

For terrorism in any cause is the enemy of freedom.

And we must not fall into the deadly traPf of giving
justification to the unacceptable acts of rerrorists DY -
acknowledging the worthy-sounding notives they may claime.
Drganizations such as the provisional I[RA, for instance: play
on pupulat grievancss._apd political and religious emotions., t°O
disguise their deadly purpose. They find ways to work through
local political and religious leaders tO enlist support for
their brutal actions. As a result, we even ¢ind Americans
contributing. we hope unwittingly. tO an c:ganizatisn which has
killed -- in cold plood and without the slightest remorse ==
hundreds of innocent mens women, and children in Great Britain
and Ireland; an organizaticn which has assassinated senior
officials and tried to assassinate the British prime Minister
and her entire cabinet: a prcfessed Marxist srqanizaticn which
also gets support from Libya's gadhafi and has close 1inks with
other inte:national tegrorists. The Goyernment of the United
gtates stands firmly with the Government of the United Kingdom
and the Gnve:nmeﬁt of Ireland in opposing any action that lends

aid or support to the provisional IRA.

Moral confusion about terrorism can take many forms. wWnen




two Americans and twelve Lebanese were killed at our Embassy
Annex in East Beirut last month, for instance, we were told by
some that this mass murder was an expression, albeit an extreme
expression, of Arab hostility to American policy in the Middle
East. We were told that this bombing happened because of a
vote we cast in the United Nations, or because of our policies
in Lebanon, or because of the overall state of our relations -
with the Arab nations, or because of our support for Israel.
And we were advised by some that if we want to stop terrorism
-- if we want to put antgﬁﬂ to these vicious murders -- then
what we need to do is change our policies. In effect, we have
been told that terrorism is in some measure our own fault, and
we deserved to be bombed. I tell you here and now that the

United States will not be driven off or stayed from our course

or change our policy by terrorist brutality.

We cannot permit ourselves any uncertainty as to the real
meaning of terrorist violence in the Middle East, or anywhere
else. Those who truly seek peace in the Middle East know that
war and violence are no answer. Those who oppose radicalism
and support negotiation are themselves the target of terrorism,
whether they are Arabs or Israelis. One of the great tragedies
of the Middle Eagst, in fact, is that the many moderates on the
Arab side -- who are ready to live in peace with Israel -- are
threatened by the radicals and their terrorist henchmen, and

are thus stymied in their own efforts for peace.

The terrorists' principal goal in the Middle East is to

destroy any progress toward a negotiated peace. And the more




our policies succeed, the closer we come toward achieving our
goals in the Middle East, the harder terrorists will try to
stop us. The simple fact is, th;-terrorists are more upset
about progress in the Middle East than th;y are about any
alleged failures to achieve progress. Let us not forget that
President Sadat was murdered because he made peace, and that
threats continue to be issued daily in that region because Df_

the fear -- yes, fear -- that others might favor a negotiated

path toward peace.

Whom would we serve-by‘changing our policies in the Middle

Fast in the face of the terrorist threat? Not Israel, not the

moderate Arabs, not the Palestinian people, and certainly not
the cause of peace. Indeed, the worst thing we could do is
change our principled policies under the threat of violence.
What we must do is support our friends and remain firm in our

goals.

We have to rid ourselves of this moral confusion which lays
the blame for terrorist actions on us or on our policies. We

are attacked not because of what we are doing wrong, but

because of what we are doing right. We are right to support
the security of Israel and there is no terrorist act or threat
that will change that firm determination. We are attacked not

because of some mistake we are making, but because of who we



-] 5=

are, and what we believe in. We must not abandon our
principles, or our role in the world, or our responsibilities

as the champion of freedom and peace.

The Response to Terrorism

wWhile terrorism threatens many countries, the United States
has a special responsibility. It is time for this country to
make a brcad national commitment to treat the challenge of

terrorism with the sens2-of urgency and priority it deserves.

The essence of our response is simple to state: Violence
and aggression must be met by firm resistance. This principle
holds true whether we are responding to full-scale military
attacks or to the kinds of low-level conflicts that are more

common in the modern world.,

We are on the way to being well prepared to deter an
all-out war or a-Soviet attack on our principal allies; that is
why these are the least likely contingencies. It is not
self-evident that we are as well prepared and organized to
deter and counter the "gray area" of intermediate challenges
that we are more likely to face -- the low intensity conflict

of which terrorism is a part.

We have worked hard to deter large-scale aggression by

strengthening our strategic and conventional defenses, by




restoring the pride and confidence of the men and women in our
military, and by displaying the kind of national resolve to
confront aggression that can deter potential adversaries. We
have been more successful than ih the past in dealing with many
forms of low-level aggression. We ﬂaue checked Communist
aggression and subversion in Central America and the Caribbean
and opened the way for peaceful, democratic processes in that’
region. And we successfully liberated Grenada from Marxist

control and returned that tiny island to freedom and

self-determination. il

But terrorism, which is also a form of low-level
aggression, has so far posed an even more difficult challenge,
for the technology of security has been ocutstripped by the
technology of murder. And, of course, the United States is not
the only nation that faces difficulties in responding to
terrorism. To update President Reagan's report in the debate
last Sunday, since September first, 41 acts of terrorism have
been perpetrated by no less than 14 terrorist groups against
the people and property of 21 countries. Even Israel has not
rid itself of the terrorist threat, despite its brave and

prodigious efforts.

But no nation has had more experience with terrorism than

Israel, and no nation has made a greater
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contribution to our understanding of the problem and the best
ways to confront it. By supportiﬁq organizations like the
Jonathan Institute, named after the brave Esraeli soldier who
led and died at Entebbe, the Israeli- people have helped raise
international awareness of the global scope of the terrorist

threat.

And Israel's contribution goes beyond the theoretical.
Israel has won major battles in the war against terrorism in
actions across its borders, in other continents, 2nd in the

Land of Israel itself. To its great credit, the Israeli

government has moved within Israel to apprehend and bring to !

trial its own citizens accused of terrorism.

Much of Israel's success in fighting terrorism has been due
to broad public support for Israel's anti-terrorist policies.
Israel's people have shown the will, and they have provided
their government the rescurces, to fight terrorism. They

entertain no illusions about the meaning or the danger of

terrorism. Perhaps because they confront the threat everyday,
they recognize that they are at war with terrorism. The rest

of us would do well to follow Israel's example.

But part of our problem here in the United States has been

our seeming inability to understand terrorism clearly. Each
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successive terrorist incident has brought too much
self-condemnation and dismay, accampanied by cails for a change
in our policies and our principles, or calls for withdrawal and
retreat. We should be alarmed. We should be ocutraged. We
should investigate and strive to improve. But widespread
public anguish and self-condemnation only convince the
terrorists that they are on the right track. It only
encourages them to commit more acts of barbarism in the hope

that American resolve will weaken.

This is a particular danger in the period before our

election. If our reaction to terrorist acts is to turn on A

h

ourselves instead of against the perpetrators, we give them
redoubled incentive to do it again, to try to influence our

political processes.

We have to be stronger, steadier, determined, and united in
the face of the terrorist threat. We must not reward the
terrorists by changing our policies or guestioning our own

principles or wallowing in self-flagellation or self-doubt.

Instead, we should understand that terrorism is aggression and,

like all aggression, must be forcefully resisted.



The Requirements for an Active Strategy

We must reach a consensus in this country that our
responses should go beyond passive defense to consider means of
active prevention, pre-emption, and retaliation. Our goal must
be to prevent and deter future terrorist acts, and experience
has taught us over the years that one of the best deterrents to
terrorism is the certainty that swift and sure measures will be
taken against those who engage in it. We should take steps
toward carrying out such measures. There should be no moral
confusion on this issue. Our aim is not to seek revenge, but
to put an end to violent attacks against innocent people, to
make the world a safer place to live for all of us. Clearly,

the democracies have a moral right, indeed a duty, to defend

themselves.

A successful strategy for combatting terrorism will reguire
us to face up to some hard questions and to come up with sonme
clear-cut answers. The gquestions involve our intelligence
capability, the doctrine under which we would employ force,
and, most important of all, our public's attitude toward this
challenge. Our nation cannot summon the will to act without

firm publie understanding and support.




First, our intelligence capabilities, particularly our
human intelligence, are being strengthened. Determination and
capacity to act are of little value unless we can come close to
answering the questions: who? where? and when?. We have to
do a better job of finding out who the terrorists are, where
they are, and the nature, composition, and patterns of behavior
of terrorist organizations. Our intelligence services are ;
organizing themselves to do the job, and they must be given the

mandate and the flexibility to develop technigques of detection

and contribute to deterrence and response.

Second, there is no gquestion about our ability to use force
where and when it is nesded to counter terrorism. Our nation
has forces prepared for action -- from small teams able to
operate virtually undetected, to the full weight of our
conventional military might. But serious issues are involved
-- questions that need to be debated, understood, and agreed if

we are to be able to utilize our forces wisely and effectively.

If terrorists strike here at home, it is a matter for
police action and domestic law enforcement. In most cases
overseas, acts of terrorism against our pecople and
installations can be éealt with best by the host government and
its forces. It is worth remembering that just as it is the
responsibility of the United States Government to prowvide
security for foreign embassies in Washington, so the

internationally agreed doctrine is that the security of our
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embassies abroad in the first instance is the duty of the host

-

government, and we work with those governments cooperatively
and with considerable success. -The ultimate responsibility of
course is ours, and we will carry it out with total
determination and all the resources available to us. Congress,
in a bipartisan effort, is giving us the legislative tools and
the resources to strengthen the protection of our facilities J
and our people overseas -- and they must continue to do so.

But while we strengthen our defenses, defense alone is not

enough.

The heart of the challenge lies in thcse cases where
international rules and traditional practices do not apply.
Terrorists will strike from areas where no governmental
authority exists or they will base themselves behind what they
expect will be the sanctuary of an international border. And
they will design their attacks to take place in precisely those
"gray areas" where the full facts cannot be known, where the
challenge will not bring with it an obvious or clear-cut chaicé

of response.

In such cases we must use our intelligence resources
carefully and énmplately. We will have to examine the full
range of measures available to us to take. The outcome may be
that we will face a choice between doing nothing or employing
military force. We now recognize that terrorism is being used

by our adversaries as a modern tool of warfare. It is no

aberration. We can expect more terrorism directed at our

"
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strategic interests around the world in the years ahead. To - —

combat it we must be willing to use military force.

i

what will be required, however, is public understanding

before the fact of the risks involved in combatting terrorism

with overt power.

The public must understand before the fact that there is

potential for loss of life of some of our fighting men and the

loss of life of some innocent people.

The public must understand before the fact that some will k

seek to cast any preemptive or retaliatory action by us in the
worst light and will attempt to make our military and our
policy-makers -- rather than the terrorists -- appear to be the

culprits.

The public must understand before the fact that occasions

will come when their government must act before each and every
fact is known -- and that decisions cannot be tied to the ‘

opinion polls.

Public support for U.S. military actions to stop terrorists
before they commit some hideous act or in retaliation for an
attack on our people is crucial if we are to deal with this

challenge.




Our military has the capability and the techniques to use
power to fight the war against terrorism. This capability will
be used judiciously. To be successful over the long term, it

will require solid support from the American people.

I can assure you that in this Administration our actions
will be governed by the rule of law; and the rule of law is
congenial to action against terrorists. We will need the
flexibility to respond to terrorist attacks in a variety of
ways, at times and places of our own choosing. Clearly, we
will not respond in the same manner to every terrorist act.
Indeed, we will want to avoid engaging in a policy of automatic
retaliation which might create a cycle of escalating violence

beyond ocur control.

If we are going to respond or pre-empt effectively, our
policies will have to have an element of unpredictability and
surprise. And the prerequisite for such a policy must be a
broad public consensus on the moral and étrategic necessity of
action. We will need the capability to act on a moment's
notice. There will not be time for a renewed national debate
after every terrorist attack. We may never have the kind of
evidence that can stand up in an American court of law. But we
cannot allow ourselves to become the Hamlet of nations,
worrying endlessly over whether and how to respond. A great

nation with global responsibilities cannot afford to be




hamstrung by confusion and indecisiveness. Fighting terrorism
will not be a clean or pleasant contest, but we have no choice

but to play it. .

We will also need a broader international effort. If
terrorism is truly a threat to Western moral values, our
morality must not paralyze us; it must give us the courage to i
face up to the threat. And if the enemies of these values are

united, so too must the democratic countries be united in

defending them. The leaders of the industrial democracies,

meeting at the London Summit in June, agreed in a joint

declaration that they must redouble their cooperation against

L]
b

terrorism. There has been follow-up to that initial meeting, :

and the United States is committed to advance the process in

every way possible. Since we, the democracies, are the most |
vulnerable, and our strategic interests are the most at stake,

~we& must act together in the face of common dangers? For our 4

part, we will work whenever possible in close cooperation with

our friends in the democracies.

Sanctions, when exercised in concert with other nations,
can help to isoclate, weaken, or punish states that sponsor
terrorism against us. Too often, countries are inhibited by |
fear of losing commercial opportunities or fear of provoking a
bully. Economic sanctions and other forms of countervailing
pressure impose costs and risks on the nations that apply them,

but some sacrifices will be necessary if we are not to suffer
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even greater costs down the road: Some countries are clearly
more vulnerable to extortion than others; surely this is an
argqument for banding together in mutual support, not an

argument for appeasement.

If we truly believe in the values of our civilization, we
have a duty to defend them. The democracies must have the

self-confidence to tackle this menacing problem or else they

problems. If we are not willing to set limits to what kinds of

sehavior are tolerable, then our adversaries will conclude that

will not be in much of & position to tackle other kinds of
there are no limits. As Thomas Jefferson once said, when we
I
I
were confronted with the problem of piracy, "an insult
unpunished is the parent of others.” 1In a basic way. the

damocracies must show whether they balieve in themselves.

We must confront the terrorist threat with the same resolve
and determination that this nation has shown time and again

throughout our history. There is no rcom for guilt or

self-doubt about our right to defend a way of life that offers
all nations hope for peace, progress, and human dignity. The |
sage Hillel expressed it well: "If I am not for myself, who
will be? If I am for myself alone, who am I?"

As we fight this battle against terrorism, we must always
keep in mind the values and way of life we are trying to

protect. Clearly, we will not allow ourselves to descend to
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the level of barbarism that terrnrism represents. We will not
abandon our democratic traditions, our respect for individual
rights, and freedom, for these are precisely what we are
struggling to preserve and promote. Our values and our
principles will give us the strength and the confidence to meet
the great challenge posed by terrorism. If we show the courage

and the will to protect our freedom and our way of life, we

will prove ourselves again worthy of these blessings.
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UNDER SECRETARY OF STATE (/
FOR POLITICAL AFFAIRS
WASHINGTON
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October 30, 1984

Dear Hanon:

Thanks very much for the many kindnesses you and your
colleagues extended me during my recent trip to Israel. I
found my five days in your country extremely stimulating.
The talks with David, you, and your Foreign Ministry
colleagues were profitable from my standpoint. They were
the more meaningful to me as a result of the opportunity I
had to travel by air and by car through much of your
country from Masada to the Golan Heights. I also enjoyed
the opportunity to see Jerusalem, to meet with Teddy
Kolleck, and to travel a bit by road in the West Bank. I
trust all this will help give me a more solid basis for
judgments in dealing with the important issues that will
shape our relations.

Having enjoyed so much the chance to get to know you
and your colleagues better, I trust that you will give me
a heads up when you plan next to be in Washington, and
reserve an evening for me.

Warm regards,
Mote

Michael H. Armacost

Mr. Hanon Bar-on,
Deputy Director General,
Ministry of Foreign Affairs,
Jerusalem.
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Re: Outstanding Arab Requests for U.S. Arms

P ——————————— SR e i e e LS T R R R R R LR

During the past few years, Arab countries have raqueated a
long list of weapons from the U.5. In many cases, salos were
defarred for political, economic, or diplomatic reassocna., It ia
likely that many of the requested weapona will be aold during the
next yesar.

The following list includes those iteas which Jorden and
Saudi Arabia are known to want, and which it is though likaly
that the U.S. would ba willing to aupply, in primciple. The liat
ahould not be considared definltive. Not all itema on the liat
will ectually ba provided, while some aajor weapona not included
may be =zold. '

Ths major limitation on sales now appwars to be funding:
Jordan has little caah, and cannot make axpensive purchasea aof
srsa without aubatantial financiel ssaistance from tha U.S5. or
Squdl Arabia.

Jerdan

mobile Improved Hawk surface-to-air missiles (near term
requiremsent for 6 firing platoona)

36-72 F~-16C/F-20 fightera

H-1 Abrana tanka

4 C-130 Herculea tranaports

TPS~43/TPS-63 alr defenas rvadara

Stinger surface-to-amir mizsiles
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Ssudi Arabia

up to 60 F-13C or F-1S5E fighters

F-15 multipla ejaction racke (NER 200)
80 to 120 F-20A fightara

1000 Stingar aurface-to-air missiles
, Stdawinder air-to-air misailes (1700 AIM-91./1300 AIN-9P)
Ieproved Chaparrsl surfece-to-air nissiles

K-1 Abrams main battla tanka

k-2 Bradley infentry fighting vehicles
Peace Shield command and control aysten

5 8% 8 0 3 8 u

(AWACS asupplemant)

Note: Saudi Arabie ia intecreated in industrinl offeets, For
example, Peace Shield is a 24 billion program that could inecluda

offsets of up to 21 billion, while the F~20 program could involve
up to assembly of aircraft in Saudi Arabia,
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Memorandum of conversation with Tim Hauser, financial economisc, Israel drsk, Near
East Bureau, State Department. October 15, 1984, New York.

Hauser was sent to New York by che State Department to address the AIPAC pificers
meeting. |

Hauser opened by stating that the U.S, government attached a great deal of imporcance

to dialogue with frisande of lerasl in tha private sector. Ills iule was Lp seek to

explain the U.S. governments's position, to get their input and to gain support for the

implementation of sound policies." \ ' :

|

In terms of che bilateral relationship between the U.8. and Israel, the Pgres visit

improved them substantially. Two gubstantive meetings were held. and two working

breakfasts, and one working dinner. Peres came here with serious economic probleas,

locking for understanding and help. He received the following:

=1.2 billion dollars in economic support funds would be dispersed before|the end of

the month

~He received a presidential commitment of unqualified support should therg be an

ewergency. And the President made this commitment public in a low key rose garden

statement.

-A joint economic development group was established which would examine Israel's

development cbjectives and look at U,S. asslstance for achieving recovery and those

development objectives, .
| |

"We were looking for assurances that Peres was prepared to take the necessary steps,”

Perea outlined his 4 point program. 1) Budget cuts. These would be across the board,

including defense. They would be gradual at first and more promounced in the second

half of the year. (Hauser indicated later that he was disappointed by the gradual

implementation of these budget cuts because they atarted with small cuts an were

talking only about bigger cuts six months down the road)

2) There would be a reduction in ccnsumption

3) There would be a fight against inflation - rhis would be an uphill batcle. It would

involved seeking wage-price restraints through an agreement with & parties, A group

had been esrablished which contained a government component, a cabinet component ,

a manufacturers component and a Histadrut component, This team was cto wotk cut an

agreement and he hoped that the government would Produce this agreement scen.

4) a plan for remewed growth and development. What Peres call "a ray of hdpe ro

mitigate all chis austerity." This would be a medium rerm invesctment program of

10 billion dollars. ; f

The Secretary of State was impressed by Peres's conviction and determinatian. The L'.S.
feels a real sense of urgency to get on with the job. They believe that Pares had a ;
"window of opportunity,” that he has to take advantage of this by moving boldlv.
They are looking for renewed discussions before the end of cthe month. (Hauser indicated
later that the director general of the ‘Finance Minigtry Emannuel Sharen wauld be :
coming to Washington, on the 25th and 26¢h of October for these discussions). Ha
said that there had been a progresaive dererioration of the Israeli economy. The
8ituation was serious but it was not a crisis, Israel's problem was one of sluggish
economic growth combinad with a great increase in private demand. From 1980 co 1983
GDP had increased by 5.7 parcent. Private consumption had increased by 25,3 percant.
larael was consuming more than it could produce and this led to demand—pusﬁ in=-
faltion. Exports have Stagnatad and imports are up sharply - these are not defense
items which fell during this period. The foreign debr in 1981 was 187 hil}inn dollars
By 1983 it was 22.3 billion dollars.

, 2



e - ,
A 3y atly
7 339

Woat is to be done? There is a basic agreement becween the United States and Israel.

There has to be an increase in production. Mwww.

If this can be done austerity becomes more manageable. It will take uime, Incentives

bave to be increased for saving and investment. Resources have to be shifeed from
the public to the private sector. The Frea Trade Area will play a role in lsraels
recovery as will the investment plan that Peres has in mind.

The first priority is demand managment:

1) There has to be a cut in government expanditures. The budget accounts for 74
percent of Israel's GNP. The deficit accouhts for 27 percent oi Tsrael's GNP compared
95 to 7 nt for the ces.

is They E?i to reduce real wages or at least hold thew steady.

veres recognized the need for cmtrnllini demand. He assured us that he intends to
do this. We stand ready to give our support and we will continue our close
consultations on this.,  Hauser was asked what the AIPAC officers could do, He said
"wour close ties with the business community gives you feedback about the Israeli
economy that we 't have and would like to have." Asked about the polirical
constraints on Israeli government, Hauser sald that it yas not going to be easy
to implement austerity. "It's up to Israel to implement - they are the

only ones to moke the hard polirical decisions. We would like ir implemented all

at once, but we recognized that it is not going to be. Isrsel's record has not
been good in this regerd. Ics foreign currency reserves are now down to 1 7 billion
dollars. We believe that Peres has tha will - we are hopeful after his wvisict. We
are hopeful that the program has teeth. Not all the measures have been positive

so far. There has to be follow-through. The government has to demonstrate that it
can hold spending down. ; ; '1'
Agked about debate within the U.S. goverument about the different economic approaches
to recovery, Hauser said that there is ample room for the approaches of both sides.
"The Israelis do have a supply side problem. But Jack Kemp won't argue with the
statistics. There are immense demand pressures in Israel which have to be contrpllad.
We try to keep an open mind, There is no disagreement about fundamentals but there
is disagreement about prorities. Supply-siders don't like the tax measures and the
ban on imports - it creates a black market and Israelis sral vary good at getting

around controls. Asked about whether the U.5. was getring imput of Israelli
economdsty, Hauser said thar Da was having an input through Herb Stein.
He said that Lewis,the Ambas , was also playing au important| role.

i A
Asked about' investment incentives, Hauser said chat mﬂhlﬁ. and QPIC could play .
ects c

a role, that joint public and private investmant proj d be promoted, and that
the U.S. government could provide guarantees., "The key 18 in Israel, they have to .
crmate a climate to encourage investment.’ He noted tnat caxirates in [scael were
too high, that currengy controls were too restrictive. He thought that the Free
Trade Area would help in this regard.

On the Joint Economie Development Group, he saild that this would follow the linas of

the JPMG. It would be a formalization of the existing channels of discussion. om
the American side it would be headed by Under Sacrecary wWallls$ ana on tne lsraell

side by the diractor general of the Finance Ministry Emannuel Sharon. This steering
group would meet biannually. There would be lower level groups to lock at the AID
question. The JEDG would have a private component on both sides of ekpert econcmists.
Hauser himself would be the executive secretary. The terms of reference were not
fixed yet but, "we know what we want o talk about." OMB will be on the group because
assistance issues will h;aya to be discussed. Treasury, National Securicy Council

\
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and Council of Economic Advisors will all be represented.

Aske e ! d that he had
d about conditionality of U.5. assitance to Israel, Hauser s i _
been wryuihtur’htd about rumors of pulig.ul conditions and asstYred the officers

that there were no polirical strings attached to American economic assitance.

. ™ie have & commitment that goes beyond conditionality. We believe Israel's economic

{ng is essential to its security and the United States is commicced to
:ﬂi?nngacurin‘, We believe that Economic Sypport Funds should not be conditioned
at all. We do believe however, that additions to ESF should be regarded differently.
Before we can adequately address their request for additional assiscance, we really
have to see what programs they have in mind. You can't discuss aid in a vacoum.

We have stuck by that position. Until we have a clear picture of the programs we
cannot make & tment. It is not conditiamality, it is just common sense. We
should be p!lp::::;tﬂ make recommendations to Congress by early next year. We have
an open mind but we will have to see. There is no discussion about conditious.”

n g /
Additional Points: ‘ !
At lunch, Hawser confided that after the meeting with Peres Shultz had mer with
Secretary of Treasury Regan, and they had decided that if any short term measures
were necessary to meet a crisis that the United States would bae forth coming with .
whatever was nscessary. This was more than just & debt moritorium but Hauser would
not go into details.
Pares did not go home empty handed because the U.S. government recognized the policical
need to belp him. Ambassador Lewis played a key role in this and he is now actively
involved in advising Shultz on the economy. Lgwis 1s very aware of the political

‘conatraints. Charles Hill ia also important in this process, although he is working

quietly behind the scenes. Kim Pondelton has a role too.
Hauser argued that it was important that the State Department had control of the

, process because the State was aware of the polirical constrainrs on the Peres

government, He said that there were economic purists in the gdministration who weye
not 4t all sympathetic to these political restraints/especiallv in the Lreasury.

He said that Under Secretary of State Wallis was a "tired, old man." That Boeker
would have been much better because he was a realist and a pro-Israeli. Hauser:

said that he did not believe that there were Arabists in the State Department untcil

he had come to the question of dealing with the sewage plant in Jordan. Then he
discovered that there was no sympathy for Israell concerns and no interest in crving
to resolve their concerns. ;

Hauser said that the U.S. government knew what would be on Peres agenda from Sam

Lewis and cherefore, the safaty net was prepared in advance. .

*
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. Adiseaa al-Baz (in Jordan, October 8): Egypt contlnues +o view

lerzel as & threat to peace, not only In the region but throughout
the world. (Dentad) X ;

B.Dafoasn Minlstor Abu-Ghazala (at the Securlty @nd Dafense
Commltice of the fille Periiament, October 16): Desplte the Peace
Troaty, In which we contlnue to belleve, wa cannot Ignore the
Increase in lsravl's milltury pover and Isreelfs constant
Gxcursions from Its own bordars to those of nelghboring countries.

C.Muxfofp Mahmoud (Al Ahram, October 15): Calls for the
conscllidatlion of an armement plan &nd for an Arab pollticasl &nd
oconcmic Integretion which will confront israsl with choosing
batvoen peece, which will dastrey lsras| from within, or war,

into which ve shall enter when we are roady to destroy Israel from
the oetside.

D.from a discusslon of the Taaching Eaculty of the Calca
Unlvarsity (Chaab, October 16): The Peace Treaty has not achleved
any poece; the struggle vgminat Ilsreal 1 & struggle of balng or
eesinting; the Zionist entity must be ligquidated; the armaed
sfruggle Is the woy to Yhe estebl!shmant of & secular state In

Palestine end tha disscolutlon of Zionlse and Judalsm In the Arab
soclaty vhich will be estubiiched.

E.Frem 8 report of "The Lenter for Polltleal angd Struteple
AZuglas® (Al Ahram, October 19): There Is concern that “tha

government of var, the new lsreei| govarnment of gencrais" wif|

fropare new aggression agalns+ sn Arab target, while expioiting
the Arab statements on an agrasmant .

F.Kanal Zouhr! (Al Ahram, Octcbar 19): The suaying that the Octobaer
¥ar was the last wer Is nothing but self delusion, as lsrasi has
proved In Lebanon, Desplite the writers support of the peace, the
"govarament of ganerals™ (n isreel, which Includes an -
unprecedanted number of minlstors vith mllitury backgrounds, one

muet not forget the lesson of Uctober = that 1z, the strengtheanling
of the mliltary power.
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REPORT

TO THE
EXECUTIVE COMMITTEE
AMERICAN ISRAEL PUBLIC AFFAIRS COMMITTEE
DOUGLAS M. BLOOMFIELD
LEGISLATIVE DIRECTOR
OCTOBER 146, 1984

#ﬁi'ﬁﬁ§ﬁ'thnﬂﬁtiﬁ, which adjourned just after 3 p.m.
Friday, October 12, was the most pro-Israel in history. It
was a landmark Congress for AIPAC lobbying, and it was a
landmark Congress for the US-Israel relationship, setting

new precedents for the future. In term=s of foreign aid
alone, the ?8th Congress voted #5.21 billion in economic and
military aid, including nearly $4.4 billion in grants.

Al together,; these figures represent an increase of $775
million in grant aid over administration requests in just
the past two years. That sum alone is nearly four times as
much as all the aid Israel received from 1749 through 1%&1.

Were that all, it would have been a very successful
Congress. But there was much more. Congress passed the
Free Trade #Area, blocked arms sales to Israel’s enemies,
enacted legislation to limit PLO influence, funded the Lavi
aircraft project, and adopted other measures to strengthen
the Israeli economy and defense and to improve US-Izrael
relations.

1. FOREIGN AID

The Fiscal Year 1985 foreign aid package (which is part
of the year’s Continuing Resolution passed just before
adjournment) has approximately the same amount of dollars as
last year‘s aid bill —— 2.4 billion == but there i= one
impurtant difference. This year, “--hy'ﬁ. E: hat s

_increase of $840 million in grant assistance in one vears
\is year‘s bill also represents an increase of 350 million
over the amount requested this year by the Administration.
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Last year, we worKed with our friends to increase the aid
package for Israel by $425 million in grants. In other
words, AIPAC lobbyring in the 1last two years alone produced

$775S million in additional grant economic and military
assistance for Israel.

The aid pipeline (past yearse’ appropriations that have
not been fully spent, because of delivery delays or other
reasons) has both loan and grant assistance, which must be

withdrawn in proportionate amounts. Under a provision
adopted by the Congress this year, Israel will now be able
to draw down grants before loans, thus saving millions of

dollars!iin interest payments.

2. LAaV1

We have not only improved the amount of aid for lsrael,
but we have worked on an equally important goal of our
lobbying effort, we have improved the guality of that aid.

One important example of that is the Lavi program.
The Congress has again this year provided funding in the
United States and Israel for research, development and
procurement for the Lavi attack aircraft project. After two
years of Congressional initiative, we hear the
administration may support it in the future.

When this amendment was Ffirst offered last year,
opponents (the Administration, some in the aerospace
industry like Northrop, and the @Arabs and their friends)
were caught by surprise and could not organize quicKly
enough to block it. However, this year they had a 1ot of
time to prepare. Rep Nick Joe Rahall of West Virginia
offered an amendment to delete all funding for the Lavi. It
failed, getting only 40 votes, with 379 representatives
voting against it.

The _:mpnrtance of this prec

s foreign aid dol ﬁp§~§ﬂmggjﬁﬁﬁ9‘ i

We do thrs for no other nation. k%here' is

._,Lx'

a IIKJT’ﬁaad the same pattern may be followed to permit
Israel to build its own submarines.) Spending over halé a
billion in Israel in the past two years out of the foreign
aid program has been an important benefit for Israel, and
helps further the US’ goal of Israeli self-sufficiency in
both defense and economics.




3. ECONOMIC SUPPORT FUNDS (ESF)

It was AIPAC in 1980 that initiated efforts which 1led
to ESF becoming all grant, instead of one-third being
30-year loans. For years the administration unsuccessfully
fought this, but this year it succumbed. However, it came
in with an wunrealistically low request which Israel’s
friends promptly rejected.

The Congress has declared that economic assistance to
Israel should not fall below Israel”’s annual debt service --
principal and interest —— to the United States. This wear
that will be about #1.1 billion; ESF will be $1.2 billion.

The Congress also declared that the money should be
disbursed as quickly as possible, rather than be doled out
in quarterly installments throughout the year.

4. BERMAN AMENDMENT

An amendment authored by Rep Howard Berman of
California and offered by Sen Bob Kasten of Wisconsin
provides for Ian?y $2 million, a tiny sum by foreign aid
standards, byt ~establishes a giant precedent. L4
initiates a potentially far-reaching program that will have
the United States Flnancung and Israel performing health,
development and technical assistance projects in developing
countrijes. Israel has a backlog of requests totalling some
$100 million from Africa, Asia and Latin America.

5. FREE TRADE AREA

This was our proudest moment. The skeptics said it
could not be done, especially with our friends in labor =0
opposed and our Democratic friends being so protectionist --
and then to do it in an election year when trade bills
traditionally fare so poorly because of enormous domestic
pressure to protect local interests.

First e ; _ head-to-head
inst organized opposition from friends and domestic

este the AWACS debate, the opponents included many
domestic corporations, but none were traditional friends of

:_:;?

Israel), Our opponents included organized labor, the
apparel and textile industries, and major agricul ture
groups. Each sought to carve %pec:¥|c exemptlana rather

than defeat the entire bill. Me ;
but with good relations with our former ac

Fage 3




The votes of 96 to 0 in the Senate and 414 to & in the
House conceal the enormous amount of work that went into
this effort, particularly by many of you in this room.
AIPAC officers and other lay leaders have never been better

-— I’ve never seen them so motivated or so effective. Aand
it paid off.

This was a total team effort, and we all can be very
proud. We all have many memories but one of my favorites i=s
freshman Congressman John Kasich of Columbus, Ohio, standing
on the floor of the House during the FTA debate and reading
into the Congressional Record portions of the AalPaC
monograph.

The New York Times’ report on House passage of the FTaA
bill observed:

Some analysts said the lopsided vote was a

sign both of the approach of the elections
and the lobbying campaign of the American
Israel Public Affairs Commi ttee. Many of

the <speakers quoted statistics and other
material from a booklet prepared by the
commi ttee,

This legislation is an important step in Israel’s total
economic recovery. Megotiations are at an advanced stage
and we can lookK forward socon to a bill signing ceremony and
then a US-Israel FTA agreement. That agreement will then go

to-the Congress for an up or down vote before taking effect
early next yvear.

There were many Congressional herces in this effort.
Five deserve special credit. They are Reps. Sam Gibbons,
Tom Downey and Bill Frenzel, and Sens. Bob Dole and John
Danforth. They and their staffs worked closely with us, and
they worked tirelessly throughout the entire year to make
this effort a success. There were no restrictive amendments
adopted in committee or on the <floor. We also worked wvery
hard on the House Rules Committee to make certain that when
the legislation got to the House floor it would not be
vulnerable to damaging amendments.

é. PLO AND UN

Three important measures involving the PLO and the UN,
Jointly and separately, were enacted by the 98th Congress.

Fage 4




A. The Congress declared that if Israel is Kicked out
of the United MNations, the United States will walk out
alongside it. The Administration initially fought this
measure vigorously. However, our friends ocut-maneuvered the
State Department and made it permanent law. Now, the =same
administration that tried to block the law is trumpeting it
from the highest levels as one of its major achievements.

B. The Congress also declared in permanent law that
the United States will not give any money to the United
Mations that the UN directly or indirectly uses to finance
any projects that benefit the PLO.

C. In the wake of public revelations that the Reagan
administration had wviolated -- or at least tried to
circumvent -- the 1975 Memorandum of Understanding with
Iesrael involving negotiations between the United States <(or
its representative? and the PLO, the Congress decided to
take the unprecedented step of writing that agreement into
law. That agreement bars negotiations wuntil the PLO
accepts UN resolutions 242 and 338 and recognizes Israel’s
right to exist. To that the Congress added the requirement
that the PLO renounce the use of terrorism.

7. JERUSALEM

Perhaps the most controversial and certainly the most
difficult issue of the n:ut vear was Jerusalem. This was a
Congressional initiative that the Executive Commi ttee
decided deserved our support. In trying to move this
legislation along, we were to scrupulously avoid
confrontation with the Administration — an administration
that was adamantly opposed -- and to not lose any votes.

Within this framework, we met our goals, and we can be
proud of what we achieved.

A. For the first time ever, legislation was seriously
introduced in the Congress calling for moving the Embassy in
Israel from Tel Aviv, At no time did this ' legislation
mandate such a move, it only advocated it. That is an
important constitutional as well as legislative difference.

B. We not only prevented this from becoming a partisan
issue, which one of its sponsors sought to make it, but we,
and we alone, won the sponsorship of bipartisan majorities
in both houses of Congress. In the Senate, 52 Members
signed on as sponsors, as did 228 Members of the House. Not
one sponsor defected.

Fage S




C. For the first time ever, Congressional hearings
were held on the issue. The House of Representatives, in
its Foreign Affairs Subcommi ttees on International
Operations and the Middle East, held exhaustive hearings --
five dars of public hearings and two protracted closed-door
meetings at which more than two dozen witnesses were heard.
Unfortunately, the Senate was another story. The chairman
of the Senate Foreign Relations Committee publicly promised
to hold two days of hearings but reneged on that commitment,
refusing to hold the second session, instead choosing to
say on Chicago radio that Jews are "highly emotional," and
on this issue, "wrong, wrong, wrong."

D. The two House subcommittees approved a resolution
calling for moving the Embassy. This was the first time any
Congressional panel had officially recommended such action.
Time ran out before the measure could be brought to the full
commi ttee, but the House sponsors intend to reintroduce it
when the %9th Congress convenes in January.

8. STRATEGIC COOPERATION.

Strategic cooperation is Bnel8f the major elements of
the US-Israel relationship. Although Congress’ contribution
may not be as tangible as in other areas like aid and trade,
it does have a major role to play, and it has done that
well. First, it is the Keeper of the faith, by that I mean
Congress is Israel’s best friend in official Washington, and
its strong support has helped encourage the administration
to shift from a policy of pressure and confrontation with
Israel to one of friendship and cooperation.

In addition to providing the right atmosphere, Conagress
also has encouraged the Administration to work closely with
Israel by giving its approval and showing it would be
helpful. This Iis one area where some quiet diplomacy by
Congressional leaders has had a valuable impact, letting the
President and Secretary of Defense Know of Congress”
enthusiasm for strategic cooperation. They are to a large
degree recponsible for the medical cooperation agreement

between US and Israeli defense Fforces, the recent Joint
medical exercises, increased sales of Israeli defense
materiel to US +Forces, and the +fact that Israeli drone

aircraft are now flying with US colorse and a dozen Kfir
fighter Jets will =soon join the inventory of the US MNauy’s
agressor squadron. Members of the Armed Services Committees
and Defense Appropriations Subcommittees of both houses have

played particularly important and valuable roles in these
efforts.
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?. STINGER MISSILES

In March, the President decided to cancel a proposed
sale of Stinger hand-held anti-aircraft missiles to Jordan
and Saudi Arabia in the face of strong bipartisan opposition
led by Sen. Bob Kasten and Rep. Larry Smith. It was the
first time an administration had ever withdrawn 2 major arms
sale to an Arab state, Congressional opponents got help
from an unusual ally -- King Hussein. The Jordanian monarch
gave several scathing interviews that month attacking AIPAC
by name and rejecting US efforts to bring peace.

wait that to meet Sz -k Knawlng the strung

| Congressional opposition to the sale, the administration

| decided to bypass Congress by invoking rarely-used emergency
procedures to ship 400 of the missiles and 200 launchers to
Saudi Arabia a few weeks later. In fact, AIPAC learned the
missiles were actually in Saudi Arabia before the
administration officially announced Iits decision to send
them; this was done to negate any possible Congressional
opposition. There were angry protests from the Hill, but
Members were helpless to act. The Saudis want about 1,000
more of these missiles next year.

10. ARMS SALES TO ISRAEL’S ENEMIES

Jordan King Hussein has been asking for at least two
squadrons of F-14 fighters, new batteries of mobile I-Hawk
missiles and Stinger missiles along with a lot of other
hardware. The Administration has been trying to make the
sale for more than two years, but it has had two problems:
the Congress and the King. A majority of both Houses have
signed a letter to the President and a resolution opposing
the sale until the King enters psace talks with Israel. Or,
as Congressman Hamilton Fish put it, "MNo talks, no Hawks."

The King also helped by his rntranslgence and his
str:dently anti-American interviews, 3ut hope sprin
e .W-,iﬁﬁﬁgﬁjiﬁih floor of the State ent,
_friends there are planning to ‘the sale again
next v . They see it as an inducement for Husse1n to talk
peace, deaptte his repeated rejection.

—

= This points up a fundamental issue. The Arabists have

{ long argued that US arms sales to nations at war with Israel

- serve as confidence building incentives, while friends of

— Israel contend such arms sales are disincentives to
negotiations. /

[ “z
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The House Foreign Affairs Committee this year passed an
amendment to the <foreign aid bill by Rep. Larry Smith
blocking such an arms sale wunti]l the King publicly commits
‘"himsel+ to direct negotiations with Israel. The
administration fought this so vigorously that at one point
in the continuing resolution conference last week the
President sent a letter threatening to veto the entire CR i+
the Smith amendment were included. As it turned ocut, the
authorization bill (which contains the Smith amendment), for
procedural and political reasons not related to the Smith

amendment, never wae included in the CR. However, the
conferees did include a passage stating the gist of the
Smith amendment as sense of Congress language —— something

which greatly upset our Arab friends.

The administration had secretly developed plans to
equip a Jordanian Rapid Deployment Force, ostensibly to be a
highly mobile unit to put down brushfires in the Arab world.
The primary motivation, according to some insiders, was to
set up a Saudi rescue force that would rescue the current
monarchy if it was faced with another crisis like the 1979
Grand Mosgque takeover. One of the flaws in the idea was
that in time of crisis it was doubtful the King would have
the resolve or even the motivation to deploy the force,
preferring instead to Kkeep it at home to protect his own
monarchy in case the crisis spread. Another flaw was that
any elite force like that could be turned west and wused
against Israel. As PM Shamir told President Reagan last
November after the President said he wanted to sell more
arms to the Arabs to defend them against the Communist
threat; "Mr. President, I don‘t know of a single instance in
which US arms sold to the Arabs have been used against the
Communists, but they have very frequently been used against
Israel.”

Saudi_Arabia The Saudis have been pressuring the
administration for a wvariety of arms, but Congressional
opposition and the election year combined to persuade the
administration tell the Saudis to wait until next year. Wi
£=_“' 1y e t an avalanch of arms for the Saudis after the

augura We exposed plans to sell 3000 new Sidewinder
iﬂt:alrcraft missiles and have learned that some of what
they are seeking includes: 40 more F-15s, including 2S5
right away; more Stinger and Sidewinder missiles; M-1 tanks;:
M-2 Bradley fighting vehicle; multiple ejection bomb racks
for their F-15s; several squadrons of F-1és to replace their
F-3s; a variety of smart bombs, and much more, including
even some additional AWACS. There is every indication they
will not be disappointed, and that the Administration will
use Israel’s economic crisis to convince the Feres
government not to oppose the Saudi sales.
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11. EXPORT ADMINISTRATION ACT

The Export Administration Act, which extends
anti-boycott laws, passed both the House and Senate last
year, but it has been bogged down all wyear in Conference.
It finally died at adjournment. Howewver, the anti-boycott
provisions were extended by the President under Executive
Order and the International Emergency Powers Act. Another
important provision of the bill, which we will be working
for again next year, is to replace Iraq on the 1list of
terrorist-supporting nations. The administration strongly
opposes that amendment because of its pro—-Baghdad tilt in
the Iran-Irag war and because it wants to get closer to the
Saddam Hussein regime.

12. GENOCIDE TREATY

The Reagan Administration, after more than 2 1/2 vyears
of delay, decided in September to support the 1948 Genocide

Convention, but it proved to be too late. Every
administration since Truman’s except Eisenhower’s has called
for Senate ratification, but it has been blocked by the

conservatives. MNearly every nation, including Israel, long
ago ratified it.

The Senate Foreign Relations Committee voted 17-0 to

send the Treaty to the +floor. Only Sen. Jesse Helms
abstained. Helms and other opponents, Iincluding Sens.
Jeremiah Denton, John East and Steve Symms have said one of
their concerns is how this treaty might harm Israel. He lms

said,"The Jewish people are very enthusiastic about having
this, but Israel is 1likely to be the +First victim of this
convention....They have Killed Arabs. Whe Knows what a
world court would do." As 1 said, Israel has ratified the
treaty. The opponents were able to block the treaty by
threatening a filibuster in the closing days of the session
when Symms attempted to have the Senate define abortion a
form of genoccide under the treaty.

13. NATIONAL POLITICAL CONVENTIONS

AIPAC lobbyrists not only attended both national
political conventions, where we were able to make new
ccntacta and strengthen relationships with old friends, but

re able to have an impact on the platforms of both
The executive director testified before each

platform committee, and we worked closely with those who
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constructed those platforms on broad elements and precise
wording.

14. MISCELLANEOUS

A, Al though it has been five years since Congress
appropriated any assistance for Syria, over %200 million in
non-military funds remained in the pipeline for AlID-funded
projects. Under the leadership of Sen. Alfonse D’Amato and
Rep. Larry Smith, the money was cutoff and the pipeline
drained.

B. Following protests by many Members of Congress
against a proposed sale of sophisticated weapons to Saudi
Arabia by West Germany as inappropriate in light of |
Germany’s past treatment of the Jews, it was learned that
the Bonn government has decided not to sell the Saudis its
Leopard tanks, one of the world’s best.

C. Congress expressed its displeasure with Egrpt’s
failure to live up to the spirit as well as the letter of
its peace treaty with Israel. The coolness of the

relationship and Egrpt‘s refusal to post an ambassador to |
Israel were particularly disturbing. AS a result, the
Congress warned that "The recommended levels of assistance
for Egrpt are based in great measure upon the continued
participation ofEgrpt in the Camp David Accords and upon the
Egrptian—-Israeli peace treaty; and that Egrpt and Israel are
urged to renew actively their efforts to restore a full
diplomatic relationship and achieve realization of the Camp
David Accords."

D. An amendment to the foreign assistance legislation
permits Israeli firms to compete for construction and
engineering services contracts financed by the US Agency for
International Development in third countries.

E. Three highly successful binational foundations --
agricul ture, industry and science -- received an additional
$40 million from the Congress this year. Israel will make a

matching contribution, and the income produced by these
three funds will finance joint research and development
projects in the United States and Israel. In addition, the
Congress provided $5 million to finance US-Israeli cultural
and educational programs, :
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THE INSTITUTE FOR MIDDLE EAST PEACE AND DEVELOPMENT
AN OVERVIEW

INTRODUCTION

The Middle East remains the most dangerous flashpaint 1in internaticnal
affairs. For over four decades, the Arab-Israeli confrontation hes de~
fied solution. Traditional diplomacy has not succesded in moving the
parties from hostility to compromise. There is a growing conviction
that without some dramatic change, the cycle of vialence will continue
without end.

That change must begin with the partiass themselves. Too often gne side
sees the other as "the enemy”, wholly against the aims and aspirations

of one's own people. The assumption that Arabs angd Israelis are imglacanly
Opposed must be challenged. The two sides need tog view themszlves as
partners in a common d1lemma that can only be resalved by mutua) effare.

PURPOSE

In 1987 The Institute for Middle East Peace and Cevelopment was founcag
et the City University of New York (CUNY) Graduate Canter, for the ayr-
Pose of creating new dpproaches to Middle East Peace. The Institute is
nan-profit, non-sactarian, and funded by government and private sources.

Its mylti-natinna] leadership and staff include Americans, Eurapeans,
Egyptians, Israe!is. Palestinians and other Arabs. [t sarves indiviguals
groups, ang institutions in the United States and the Middle Ease who '

sueg the oppertunity for a new kind of exchange about the future o7 the
region,

The Institute 'is non-palitical an advocates no specifi i
J C policy or salg-
tion to the conflice, [nstesd, it sesks o break down barri:r: to epe;_

ness
relati

and uncerstanding betwean Arabs and Israelis, reslacing them with
onships based on equality and mutua] respect. -

x
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A full agenda of activities .is directed at multiplying opportynities
for contact. The Instituts 15 a place where Israelis and Arabs from
govermment, business, and academia can learn about each ather as in-
dividuals with shared sensibilities and values. Programs concentrazs
in three Broad areas: i _

PROGRAMS

* Social Seience Research
* Economic and Business Development

* Education and Qutreach

Social Science Research

The concepts and methods of behavioral science are the critical tools
used to study the Middle East conflict. Institute associates come
from a vartety of social science disciplines. Whether American or
Middle Eastern, their interests Cenverge in thefr desire to knoew more

about the conflict. People from the region are full partners in al}
aspects of research.

Projects in the soctal sciences have mTtipl'r. abjectives:
= T0 revise obsalete views of the area and of its Feaple

= to provide examples of fruitful scientific cooperation
dcross national boundaries

= to help create a common Tanguage for regional commynica-
tion through scientific reszarch

The Images 1n Conflice Study

"Images in Conflict* ig a cross-cultural sacial science project aboys
e rab-Israeli confrontation. [es EhrPose 1s £o study and undarsasn
rriers to peacefyl relations among the People in tha region. It is
the first and largest social science project in the Middle East whicn
involves Israelj, Egyptian, and Palestinian researchers equally in a1

Phases of the work. In the two Years since jts begi
has achieved the following goals: '

x
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Dialogue and Networking #E

_ The Institute is a forum for face~to-face cammunication, bath public
and private, between Arabs and Israelis. Discussians involve high-
level leaders as well as scholars and professionals.

i
L

Training

The resources of the Institute are used to train younger Middle Eastarn
social scientists in methods of social science research, Gradua-s
students from Egypt, Israe}, and the West Bank are completing their
doctoral studfes under Institute auspices at the CUNY Graduaze Canzar,

Publications

A periodic newsletter provides an update of activities and current Q-
Jects. The Institute also publishes the results of original research
carried out in its programs. :

STRUCTURE AND STAFF

The Institute for Middle East Peace and Oevelopment is gquided by an
International Advisory Board headed by Cyrus R. Vance and zade up o
distinguished public figures concerned with the Middle Sast. The
Director of the Institute is Professar Stephen P. Cohen, a spacialiss
in ‘the area of conflict resolution. Or. Susan G. Miller is Sxecutive
Director. Their associates are qualified in social sciance resaarch,
economic develgpment, and Middle fast affairs. Graduats students from
the United States and the Middle East assist in ressarch activities ard
work closely with senior staff on Projects relating to Middle Eas:

peace. | | 'Y

FOR FURTHER INFORMATION

Please write: The Executive Directar
Institute for Middle East Peace and ceveloorens
CUNY Graduate Center
33 West 42 Street
New York, New York 1003

Or telephone: (212) 244-5434

*
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A comprehensive database on the Middle East conflict, Sasa-
on over 5,000 in-depth interviews .

- The creation of core groups of researchers in each society,
comnitted to regional social science cooperation

- A series of reports, completed and in progress, coverinc suych
subjects as: overcoming the obstacles to peace, the sciantidfiz
principlés underlying cooperative research, and policy imalicz-
tions of -the study

‘Associates of the "Images in Conflict” study are: Or. £dward Azar

(Unfversity of Maryland), Dr. Kadry Hefny (Ain Shams University, Ciirg’.
Dr. Michael Inbar (Habrew University, Jerusalem), Dr. Sharif Kanazna
(an-Najah University, West Bank), Mr. Nadim Rouhana (Wayne State Univar-
sity), Dr. Mohammad Shaalan (al-Azhar University, Caira), and Or. Echraim
Yuchtman-Yaar (Tel Aviv University).

Economic and Business Development

Commercial and technical exchange can play a vital role in the transitios
from war to peace. Business activity is a way of multiplying intaractions
among people. It is alsa a way to engage an important sagment o7 each
society in the work of reconciliation.

The Middle East Business Project

A study of the potential for regional business relations in a sezceful
environment, “The Middle East Business Project” has developed irtc 2
multi-country effort focusing on Lebanon, Israel, the Wes: Bank, and
egypt. In 1982, the Institute conducted an extansive survay of cver £00
general managers of Israeli companies to assass their attitudes tcwards
doing business in Egypt. A similar study is planned for Sqvps.

Education and Outreach

The Institure sponsors public events about its cwn rasaarch and sregrams.

-and widar related issues, to a growing community that subscribes te the

aims of conflict resolution in the Middle East.

Lecture Series

Distinguished speakers from govarn=ent. 3cademia, and tha business woald
come to the institute to address topics oF cuprans interast. Frignds and
associates of the Instityts are welcome at thase Ealks.
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Eneryy and selecled developmend acfioi-
tizs, Deveplopmeni Aseislance For neces-
2ury eXpenses (o calry oul the provisions of
xeciion 105 §190,000,000: Provided, That of
this amounl the funds propided for loans
zhall remain guailable for oblipation uafil
Seplember 10, 1340 Provided, further, That
af the funds appropriabed under this parg-
eruph, $2.000,000 shall be tranaferred to and
made available for "Ecience and Lechaology,
Depelopment Asrisionce”, which sum ghall
be mades available only for couperalive
projecis among the Uniled States, Isruel and
developing counlries,
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For necennary expenscs [o enable the Presi-
deni to curry onl fhe provinoms of secliom
23 aof the Arms Esporl Conlral Ach
S4.912.500.000, of which nol Lless  fhan
£1.400,000,000 shall be avallable ualy fos
fsmel and mot lews than $1.075, 000000 shall
be avaundle only for Egyol. Provided, That
af the amoun! made svadoble for faracl
wder thus paregraph, wp lo §150.000,000
sholl be muudes gogilable for revearch and de-
velopment activiiies in the Uniled Stales for
the Lawvi program and nod Ll fthaw
£250.000,000 ghall be for the procare.nenf in
darael of defense arficley and services, in-
cluding repearch and depelopment, for the
l_.tu_l program:  Provided  further, Thar
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Sre. 511 Nolwithslonding any other pros
ruon of lew, lsracl may miilize any loan
which 4 or was mode availoble ander the
Army Esport Contrel del and Jor which re-
payment W or was forgiven before ulilizing
any. other luan mode ouailoble under he
Ar_-u Export Conlral Act,
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&rc. 534 The Congrress finds thot BrOgTEsy
on the peave procexs in the Middle Eqsi i
vidally tmporiant bo Unifed States tocuruly
inlrresis 1n the reglon. The Congress recog-
nizgd thal, in fdfilling ids oblipulions under
the Trealy of Peace Between the Amb Re-
puMsrqfﬁmtmwmm’hmt:. dorme
af Woshinglon an March 2§, 1975, Jsrosf in-
curred severe economie burdens Further
more, he Comoress recognices tha! an ero-
nomicaly and mililarily secure faruel ey
e secunily inderests of the United Stoles,
for @ secure Iyrael 4 an Israel which hog the
incentive and comfidence o continue Purgm-
tng the proce procesc Therefure, (he Con-
nn:dnﬂhmﬂlﬂi!ﬂl.hzmmmd the
intenhion of the Upiled States that the funds
provided in unnual appropnalions for the
Economic Support Fund which are allpcai-
d!ﬂﬂma!lhﬂﬂnﬂ!hlu:ﬂwluwd!ﬂm
debt repoyment finleres! and principull
Jrom lsrael Lo the United Stules Gorernmend
in recogmition thal suek a principle serpes
Unitrd States intevests in the region i
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Srce 835 Im reaffirmalion of the 1875
memoraadum of apreemenl  belween L
- Umiled Stotex and Itroel and in eccordance
with seciion 509 of the Infernalional Securi-
iy and Development Cooperallon Acl af
1584, oa passed by the Howse of Represenia.
tives on May 18, 1384, no employes af or in-
dividual acting on behall of (he Unilad
Sletes Government shall recogmize or nepo-
Giate with the Pulesiine Liberation Orpand-
fdtiom or represeniatives thereaf, po long as *
the Palestine Liberalion Organizafion diss
nol recopmize lavuel's Fipht fo exist does nol
accepl Securl!y Covncil Resolufions 242 and
. 338, and does nol renounce the wre af terror-
iy
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PLO Amendment

-- This Administration remains firmly committed to the
policy indicated in our 1975 assurance to Israel. We will
not recognize or negotiate with the PLO so long as the PLO
does not recognize Israel's right to exist and does not accept
Security Council Resolutions 242 and 338,

-= While we welcome Congressional support for this
policy, we do not believe that it is an aporopriate subject
matter for legislation. ]

== The Cﬂnéqtution reserves to the President authority

-—

concerning negotiation and recegnition,

-- Therefore, we cannot support any action which

purports to legislate in this field. ;
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STATE DEPARTMENT ERIEFING - OCTOBER 16, 1984

1R

. NN i':}}’l”

Q:Do you have anything concerning the statements being made in Jerusalem that there
{a an understanding that the U.S, will offer to defer payments on some $500 milliom

dollara?

A:I guess there are two things to be said aboutr itr. Firsc of all, as we sald yesterday,
(during Prime Miniuter Percs' vislt here) a number of issues wore discussed between
U.S, and Tesraeli officials and no decislona were made. The second thing I would do

{s to refer you to what the Secretary said on route to Toronto yeaterday in which he

wus uuked about the question. 1 will read you whar he maid.

He said," in their flow

of funde, which we haveg offered to look at with them of course, they are immediately
beneficred by the factihdgthe 1.2 billion ecunomic support fund is to be made up fromt
#c their basic cash position is vastly improved by that very faect. So we will lock at

I think if the strong steps .
are taken that Mr. Perecs has outlined there shouldn't be any problem, We have discuased
varipus ways iu whicli any potential problem mighr he met and of course, loan repayments
15 ons way to get a cash flow and there are some other ways. My own opinion, is that it
won't be necessary to take additlonal steps and rhar really is the vitality of the issue.”

the flow of funds and we will go in for that analysis.

Q:People are specifically saying that Percs reported that this offer was made by us?
A:lt is not a question of making an offer. The fact is there can be late payment if
that is oecessary.The U.S. said in the context while at looking what Israel's own plans

were for its own economy, we were certainly willing to be helpful.

(:Are you prepared to rule out the possibility that these loans are going to be post=
poned or that the Treasury Dept. would be willing to extend a speclal line of credit

to Israel or a cancellation?

A:1 um wot golug to speculate on the latter kinds of questions at all. In terms of
whether they would find it in their interest because of their cash flow situation to

defer pnyuenqbr delay payment, I cannot tell you,

QiCan they just defer payment without US approval?

A:If you look at the law, that effectively is the case. There are some Intereats pmt.

which would be due on any late payments,

Q:There was talk that President Reagan was thinking about forgiving Israel's paat debt

to the U.5. - which is about 9 billion dollars?
A:T do mot have anything on that.

Q:There was an asnnouncement out of the Mlddle East today chat talks will begin at
UNIFIL headquarters next week between the Israeli military and the Lebanese Armed

Porceg on withdrawal?
A:1 have nothing om that. 2
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For Immediate Release October 9, 1984

REMARKS OF THE PRESIDENT
AND PRIME MINISTER SHIMON PERES OF ISRAEL
AT DEPARTURE CEREMONY

The South Grounds

1:32 P.M. EDT

THE PRESIDENT: We'wve just completed an intensive
round of discussions with Prime Minister Peres aund Foreign
Minister Shamir., And may I say that our discussions reconfirm
the close friendship, the mutual respect and the shared values
that bind our countries. Our ties remain unbreakable, continue
to grow stronger.

It's been a particular pleasure for me to welcome
Mr. Peres to the White House in his new capacity as Prime Minister.
Mr. Shamir, of course, has been a freguent visitor to Washington;
and I'm very pleased that we were able to meet with him again.

I want pay special tribute to the leadership qualities
of Prime Minister Peres and Foreign Minister Shamir. Both have
shown courage and determination to put aside partisan politics
and join together in a government of national unity in order to
deal with Israel's most pressing problems. This demonstration
of unity reminds us of democracy's great strength and the hope
it offers for all the people of the world.

In our talks, we focused on several 1ssues. We
discussed in some detail the plans of Prime Minister Peres and
his partners in the new unity government for revitalizing the
Israeli economy and putting it on the road to sustained recovery.
And I'm impressed by the bold and wide-ranging steps the Prime
Minister and his Cabinet colleagues are planning.

I know from own experience how difficult the problem
of economic readjustment is, yet how vitally important a strong
economy is to national security.

We've made clear our willingness to continue our
dialogue and to cooperate with Israel in the best way we can
as Israel proceeds with its plans.

The new government of Israel has already taken some
steps to reduce inflation and increase economic growth and is
working to develop additional steps. The economic support funds
and other funds that the Congress has appropriated for Israel
come at an opportune time ro they will enable Israel to develop
its programs without having to divert undue attention to balance
of .payments problems. Should such problems arise, the U.S. govern-
" ment will work closely with the Israeli government to avert them.

Looking ahead, Prime Minister Peres has described
a bright vision of Israel's economic future as a dynamic competitor
in world markets. We have agreed to explore with Israel ways to
enhance its growth and development prospects through structural
adjustment, increased trade and investment, as well as American
aid.

And Prime Minister Peres and I have decided to
establish a joint economic development group of economic cfficials
from our two governments and private economists to discuss Israel's
economic recovery and development program. And this group will
be an important forum for exchanging views on the full range
of economic issues and examining ways to help support Israel's
efforts,

The establishment of a free trade area between our
two countries also offers great promise to Israel's economic future
and to the United States. This will be the first such agreement
that we've entered into

MORE



_3_
with another nation. Prime Minister Peres and I have instructed our
delegations to conclude negotiations within 30 days. I'm confident
that this unprecedented agreement, by expanding Israel's export markets
to the United States, will be important in helping Israel on the way to
economic recovery, and it will also boost U.S. exports to Israel.

We also discussed the situation in Lebanon. The Prime
Minister made clear the firm Israeli determination to withdraw fully
from Lebanon as soon as security arrangements Zzan be put in place to
ensure the safety of Israel's northern border. I reassured him that
the United States stands ready to help, provided the parties concerned
want us to play this role and are committed to finding answers to the
difficult issues involved.

I

We agreed to stay in close touch on this subject in the
days ahead. And, finally, I reaffirmed our fundamental commitment to
Israel's national security. I'm pleased that we've agreed to consult in
a systematic way on the J.5.-Israel security assistance program, a way
that contributes most effectively to Israel's overall national security
and the maintenance of its qualitative edge.

Secretary Weinberger will be discussing this process and
other security matters when he visits Israel next week. I made clear
to the Prime Minister and his colleagues our firm commitment to the
goal of a just and lasting peace between Israel and all its Arab
neighbors.

Outstanding steps in that direction are United States
Security Council Resolution 242, the Camp David Accords on the historic
Egyptian-Israeli peace treaty. I reaffirmed- today my initiative of
September 1, 1982. At that time I set forth U.S. positions designed to
bring the parties to the negotiating table, presumably with their own
positions.

The Prime Minister stressed that his government is also
determined to move the peace process forward, and I join him in this
great and common objective. In partnership, Israel and the United
States will continue to work toward a common vision of peace, security,
and economic well-being.

Prime Minister Peres, it's a great please to have you here
with us.

PRIME MINISTER PERES: Thank you very much, Mr. President.
I want to thank the President of the United States for his understanding,
his friendship, his hospitality, and may I say, Mr. President, that 1in
our meetings the relations between the United States and America have
reached a new level of harmony and understanding, which I am very
grateful for. %

I would like, from the outset, on behalf of all gf the
people of Israel, to thank the pPresident, the Congress, and, first and
foremost, the people --

MORE




of the United States, for the lasting friendship existing between our
two people and countries.

Vice Premier Shamir and myself have had a series of most
rewarding discussions with the President, Vice President, the Secretary
of State, the Secretary of pDefense, ard their colleagues. I found in
the White House a true friend of Israel and I understand -- who under-
stand our problems and dilemmas, aware of our difficulties, and closely
follows our efforts to phase them.

I'm grateful to the President for his warm and detailed
statement and consider it an important contribution to the process of
rebuilding the Israeli economy. Equally significant is my hope that
the United States will continue toO play an important role in reducing
tension in our region and revitalizing the peace process.

I detailed to the President the position of our Government
of National Unity on a wide range of issues in the political security and
economic areas. The Government of Mational Unity was formed in the
united city of Jerusalem in the spirit and the words of Prophet Ezekiel,
who said, "And I shall give them an undivided heart and a new spirit.”

Despite the differences between the policies of this
government, we are all united in our thankfulness and confidence inthe .
United States of America. We are all united in our desire for peace.
We are all united in the desire to bring our boys back from Lebanon,
provided that the security of the northern part of Israel will be
guaranteed. We are determined to tackle our economic difficulties
head on.

Mr. President, our land is not a land for skeptics, but
a cradle for believers, and this is more important than any passing
economic difficulty. While we certainly build a primary responsiblity
for dealing with these problems and we have demonstrated our resolve
with regard to each, neverthelecs, the support of the President, the
United States Government, and the American people is a source of
strength and inspiration to all of us.

Again, Mr. President, I thank you from the depths of my
heart for your understanding, friendship, and support in the long and
short range of the destinies of Israel. Thank you very much.

g Mr. President, the Democrats say your age is now a
legitimate issue in the campaign. Do you think it ought to be, sir?
{Laughter.) .

THE PRESIDENT: I'll challenge him to an arm wrestle any
time. (Laughter.)

Q Do you have a secret plan to cut Social Security?
{Laughter.)

END 1:41 P.M. EDT
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Meeting between Prime Minister Peres, Vice Premier Shamir, Sec. Shultz.
Washington -- October 8, 1984, 09:45 .—.

-----------------------------------------------------------------------

SHULTZ: Welcomed the visitors, expressed confidence of continued close
cooperation, AND THAT THE VISIT would be a success,.,

PERES:: Thanked Shultz for his help; pointed out that despite differences
of ppinion in Israel there is a united government with i consensus.
Isrpel is a good and reliable friend of the United States. Israel is
one| of the few democracies "with guts" other than the United States

itsplf.

TZ: We will be discussing a number of issues including security,

Obviously economic issues will be the main issues and we have a line of
analysis on this. I suggest we form a joint body to examine things --
thing similar to what the JPMG is doing, except that it will be
¢ issues. As to the FTA, I believe we have settled matters
of principle, Congress hasn't finished legislation but there was no
coniroversy on the Israel issues.
The other issues we will be discussing are :

Peace Process

Quality of life

Egyptian-Israel relations

We want to make the meeting with the President the centerpiece of

your visit and therefore 1 suggest we don't announce anything until

that meeting.

P : I agree.
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SHULTZ then asked Murphy to give a briefing on his latest talks and

suggested that Murphy elaborate on them at z separate later meeting.

MURPHY: I talked to Haddam who sald that the issue of the terms of
reference for UNIFIL is something to be settled by the Lebanese
government and the UN and there was no Syrian role in this, he
submitted no specific ideas. He, however, was adamant against
using Lahad's forces for this. The Syrians understood the need
for direct talks between the LAF and the IDF. They consider
TIMAC as & logical framework but are willing to consider others.

As to the demands that they prevent infiltration and refrain
from moving their forces, their reply was that it's unjustifiable.
They affirmed that they want to continue the dialogue with the US.
They didn't specifically reject the two demands (movement and
infiltration) but just said they are unjustifiable. He just
repeated that one sentence and it was clear he had strict marching
orders.

1 also had talks with Gemayel and Karameh who agreed to explore
possible uses of UNIFIL. They accept the Israeli proposition that
UNIFIL should have the authority to replace Israel forces from
areas evacuated by Israel. They understand that Israel wants
UNIFIL to expand north to Awali rather then south to the border.

Karameh rejected the idea of direct talks except through ILMAC
but was willing to accept indirect talks.

However Shara, was less abrupt and simply stated that ILMAC
was the most appropriate framework for direct talks.

-
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Karameh was willing to accept some UN auspices but preferred
US rather than the UN.

Karameh had also had talks tfith the PLO (Khaddum and their

UN representative) and the PLO informed them that they had no plans
to move south. Karameh added that PLO movement south would be

t. I (Murphy) expressed concern as to safety in the

and Karameh told me that everything would be OK so long as
PLO stayed out of the south, south presumably meaning south
.

The Lebanese were told by Urgqhart that if they want a UN
wwle they have to ask for it specifically. Karameh will be

going back to his Cabinet with this message.

However, after talking to Urqhart, the Lebanese will be
going for a simple remewal of the UNIFIL mandate accompanied

by |the report of the Secretary General exploring possibilities

the future.

PERES: When Karameh was talking sbout UNIFIL coming in the foot-

stgps of the IDF, did he say anything about the Bekaa Valley?

MURPHY: The only thing we have is that Assad said he doesn't

want UNIFIL close to the Syrian border.

PERES: Did the Lebanese set out limitations?
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MURPHY: I didn't go into any details with them and even Assad was
not precise, I think that if there is a UN framework for negotiatons
they will be willing to go into this issue. Karameh originally
talked only about ILMAC but was willing to move to a looser

framework.

SHULTZ: Karameh told me that we had to. expect things like this

but I said that as far as Israel was concerned, it was unacceptahle.
Throughout the talks I had with Karameh, I made the point that

direct talks are needed. These could be military-to-military talks
under some auspices. The question is how do we go about with this .
process. |

PERES: I know we will be discussing this in greater detail later.

ECONOMIC ISSUES

PERES: Described the susterity and restrictions of the early years

of the State and the subsequent freeing of nearly all restrictions.

Apparently we went too far in this direction of freeing all restrictions

and we made mistakes. .
Israel's military budget reflects not the size of Israel but

the sizo of Iarael's enemies. We need an army capable of deterring

the collective might of all Arab armies. The United States h..as

helped-us balance the Russian support the Arabs are receiving.

.. |
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THis support is given principally by Russia to Syria and Libya but

wds previously givem to Egypt.

Our total budget is some 21 billion but of that 10 billion is
r#plring debts, internal and extermal.

This leaves us 11 billion of which 4% billion is direct military

get. The total military budget—inciuding indirect costs is
en higher, the real cost is some § - 5% billion out of a total
11.

There is agreement in Israel that what is needed is to combat

e high inflation and the trade imbalance. All our economists

est cutting the budget, reducing the standard of living and :

aking measures to arrest inflation. ‘This, in addition to renewing

in the economy.
. _We have-already cut our budget by one billion. All the Cabinet
hgreed to do this collectively; the problem is that then each

. Minister proceeds to fight his individual office from having to

2-ponth periagd., _Since. . . —

Eﬁuru drastic cuts., We have already cut off 300 million from
£

projects are in the pipeline, the cuts will be less in the first

few months.
_Wa have .reduced subsidies-by 300 million out of a total of

~}800 million subsidies for exports and”1.2 billion local subsidies.

SHULTZ: The FTA, as you know, calls for resolution of the export

subsidy issue. .
. A8
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PERES: We are aware of that and we need the subsidies to cover the

difference between the high US dollar and the lower European currencies

which is where our exports aere principally directed.

We have also cut 100 million from education and 55 million from
health.  We have cut social services. nolice and relivious services.
Of the total cuts, 970 has already been agreed upon.

There are economists who are calling upon us to make & cut of
2 billion. They point to_ defense as the only place from whjch such
a sum can be cut., We can indeed trim our budget by weakening
our defense but the question is should this be done.

We have also tried to reduce consumption by 5%, by temporary
prohibition of the importation of lwxury items and we have limited
foreien cugrency Israglis can take abygad. _ Isiselis spent gne
billion dolars abroad—-last year and we cannot afford this. We
may even-have-to <ut the foreign currency allowance further but
this of course might encourage the development of a black market.

We have imposed increased taxation on the better-off population.
All these measures were done in two weeks, As you know, the
government has been in existence for only three weeks.

We are now approaching the third phase of our economic program,
that of a social contract which would impose a restraint on wages,
prices and taxes. We wish to do this on a voluntary basis. I
know you have tried during the Nixon era and you imposed legal

measures.

"
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I wi.::h to put special emphasis on our need to restructure the
economy. Some of our industries such as textile have obsolete
equipment which needs renewing. We have to double our production.
We need investment from both public and private sources. With

industrial
such investment our/production can be doubled in four years.

DEFENSE

In all due modesty, I can say that with the exception of the

---United -States we are the only fighting democracy in the world. We

iio & -JeRoCTatis rpedple Wiih "Lhe guis to Tight and we don't ask

- American boys to fight for us. Without Israel the Middle East

would look like Sowth. America.

T rhink you spend about 130 billion on NATO. They spend
4% of their GNP on defense and your participation is some 4¢ to
the dollar. |

A reduced Israeli military presence would invite Arab
aggression and although we would like to be able to cut our
defense budget further, it would seriously weaken our defense,

In 1973 you gave us 2.6 billion aid (half loan half grant).

Ten years later the dollar has lost 50% of its purchasing power.

STEIN: Even more.
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SHULTZ: I appreciate the start you have made on economic measures.

As to defense, your question answers itself. When you talk
to the President you will find that he is a strong believer in
that it is wrong to compromise on defense expenditure. He
doesn't flinch on this issue and he will have an intuitive
understanding. The military and economic approaches have to

be synchronized.
We have the JPMG working well and we shall be discussing it

later, As to modern arms, my instinct is always that one should
try and stay on top of it technically. You won't find anybody
here who wants you to reduce on defense , although an arrangement
in Lebanon might help to reduce your costs. I suggest that

this afternoon parallel to Murphy's group we set up an economic
group. I see three different types of problems. First, the
rate of consumption in Israel exceeds its production and the gap
is filled by grants and loans. The question is how big will

that gap be. This lies behind the foreign exchange probleam.
Second issue is the rate of inflation and it seems to be escalating,
not stabilizing. Imn such circumstances the currency becomes
irrelevant and economists must look for other means. This could
be barter or dollars. When that happens the classical govermment
economic tools are lost. This leads to the need for draconic
stEps ., ««We —for ¢cur part. may be able to help you vis-a-vis the
flow of funds. We went through similar problems in the early
part of this Administration. The problem is when people lose

confidence, We therefore have to 109k 8t the problem of genuine

.. -
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Ne ‘have a gap between exports and imports of S billion dollars
a year. We will have to imcrease our exports by 8 billion in the
next four years. We would like to have your assistance in
guarantees for investments of some 10 billion over the next
four or five years. We believe that we can mobilize investment
from businesses and from the Jewish community, and that we can
make Israel an attractive place for investment.

On specific requests:

(1) We understand you will be advancing the payment of the
1.2 billion ESF to the beginning of the year. This would help,

SHULTZ: We are authorized to release it in the first quarter.
HALPERN: Could it be done in the first month?

PERES:

(2) We would like a safety net whereby you declare that
you can provide us with 850 million in stand-by loans in case
of an economic uustn*ph;.

(3) Together we will discuss a 4-year program for our
military purchases.

SHULTZ: We understand that your costs may be escalating over

the next few years. We might even discuss it in the JPMG.

i
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PERES: It should be remembered that when FMS was transformed
to all grant the sum was reduced from 1.7 to 1.4.

(4) We would like to extend the off-set arrangements by
which 15% of our purchases are purchased back by US grants.
We would like to see this extended and raise/if possible to

20%. We would also like your assistance in facilitating U.S.

offshore purchases.
{3} We would like to continue the 250 million dollar grant

for Lavie production in Israel.

(6) We are having problems with implementing the MOA and

we would like your assistance.

MERON:

(7) We would also like your approval on the phase 3 of
the Lavie.

" SHULTZ: There are problems on the technical transfer but we

will look inmte it.

PERES:

(8) As I have pointed out we are cutting our budget but
nevertheless over the years 85-86 we will need an increase
of 1.5 billion ESF. In this regard one should take into

account also the loss of the purchasing power of the US dollar.

. /-
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Becoming less specific, we would like your assistance in
restructuring our economy and trumfouinﬁﬁfrnstructure into
a modern one. This will require 10 billion dollars -- half of
which I believe we can provide from our own economy. On the
other half we need your help in loans or guarantees of loans.

We cannot live forever on American aid and the day will

come when we will stand on our own.

HALPERN: We would also like to thank you for vour_help on _the
i 4 - FTA-and to request an early reduction of tariffs,.

SHULTZ: The FTA for me was a labor of love.
On the question of investment amd the question of your
economic plans, study is needed. This sort of thing has to
be worked out but there is more than one way to set about it.
For instance, we could uuﬂ;;won-nrport Bank. The important
thing is to create a climate where people will want to invest,
As to the safety net, I suggest I discuss it privately with
you and Shamir and Don Regan as it has to be handled carefully.
I suggest we do not inform the press of the details of these

discussions and we will try and let the President make any

announcements that have to be made.
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Meeting between Prime Minister Peres, Vice Premler Shamir,
and Secretary Shultz.

@ State Department
October 9, 15:00 hours.

SHULTZ: I am glad that Kimche and Armacost will be continuing the
- Kimche-Eagleburger dislogue. The iasues are not bilateral but I
find them very useful and reconfirm that the process will contlnue.

PERES: I am also satisfied and suggest that it continue and cover

as many subjects as possible.

SHULTZ: . The President in his UN speech said we are prepared to sit
and discuss with the Soviet Uniom our perceptions of different
regions in the world. He didn't mean to imply spheres of influence
or that we would settle matters together. We simply want to share
information for the purposes of damage control. We want to point
out to each other dangers that could lead to explosions. There
may be other issues such as UNIFIL, that we will have to discuss
because the Soviets have a veto.

In my recent discussions with Gromyko we discussed UNIFIL.
He gave the impression that he didn't foreclose an extended mandate
and that he would agree to whatever the Syrians want. [ must re-
emphasize we are not planning a Soviet-U.S. condominus.

We raised Human Rights concerns with them including some

specific prominent personalities and we shall continue to hammer away.

.y




'r
/%% =

The Soviets advise that the issue of private individuals be dealt

with in private matters.

TTPEREST  Shamir met with Gromyko and Gromyko raised the Russian

desire for an international conferemce on the Middle Bast. We
are totally against it and are uncompromising. 1f the Syrians
came to a conference with Jordan and Egypt it would be Syria that
would set the tone .

— - —here was anunofficial Russian delegation in Israel and we
pointed out that the Soviet Union mot only takes the Arab side
it supports within the Arab world the position of the rej ectionist .
front. Israel will oppese any Russian participation unless Russia
takes a middle ground on the conflict. 1 should add that if

Russia joins the peace process they would take the Arab position

which might force you to identify yourself completely with the
Israel position and take a totally pro-Israel position. 1 think
you do not want to be in such circumstances. We also pointed out

to Gromyko that without Israel there would be no conference.

SHULTZ: We share your position om an international conference. '
PERES: Soviet Jewry continues to struggle and we must continually
raise this as the Soviets are sensitive to world opinion.  Senator
Jackson proved this. As to diplomatic relations, we are willing

. % i
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to renew them but since it was the Soviets who broke off relations |

it is up to them to renew it.

SHULTZ: 1 suggest that yourljmtsudur arrange for Israell technical
people to_have talks with our people about cash flow. 1 dom't

see any imminent problem but the sooner we discuss it the better.

HALPERN: I have already told this to our Treasury people inm

Jerusalem.

SHULTZ: On the Joint Economic Planning Group, I oese it as having
——

a very important function. Its mandate is for future potontial
development.. . The group will be psade up of full-time govermment

employees with Under Secretary Wallace as Chsirwan. They will

have help from the different government agencies, Assistant

_ Secretary of the Treasury Mulford, and a representative of the
STR. We anticipate that the group will be associated with
private economists who will participate unoficially as advisers.
Tivis "Chas rean will-0e nefd STRLLT 7 AT the-process—takes hold, - -
we ought to get key members ot w:: To S1T An the Lslks.
We would also like to "r‘—ndilt- measures and we could
commence within a week or two. This could be in & manner similar
to the JPMG which started without a clearly defined mandate.
1f we could work at a reasonably mtmsiﬁ pace till Jnnunnr.

we could present it to Congress as & funding request.

i
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PERES : The structure is acceptable. Our team will be headed by

of€icials _and  supperted by advisers and possibly MKs.

SHULTZ: The JPMG announces its meetings but has never announced
_. ™ the agenda. So far there have been mo leak problems and maybe

we could adopt the same systeam. Eventually , of course, the

jdeas will become public but it is easier to work if in the

meantime they are not leaked.

JPMG
I suggest we just reaffirm that the JPMG talks are going well.

PERES: 1 agree.

— ¢HAIN: The next meeting will be in Washington and I have just

srranged with Mendy that it will be between the 15th and 17th of

< January.

vERES — You-have Isrweli governmeat approval to go ghead.

-

w

P

|

SHAMIR: Spain is the only Western country which has no relations
| with us. Their reaction is slways to say yes in principle and to
add that it is a matter of timing. U.S. help on this issue would

be appreciated.

.

]

|
|
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SHULTZ: Gonzales has also assured me that he will establish relations.

e

PERSIAN GULF

SHULTZ: The situation appears to be at a stalemate and apparently
the Iranians will not carry out their planned attack. The U.S5. for
its part has tried to project a deterrent capability. At the same
time, we have made it clear to the Soviets why we are there, what
we will do, and what we will not do. The fact that we have oil
reserves for 100 days is & strong part of our stand. We are
encouraging other countries to maintain similar reserves.

The tanker war has mot seemed to have had much effect. Our
conclusion is that it was Libya that -laid the mines in the Red Sea
but we do not have conclusive evidence. We are continuing to
do damage control in the Gulf.

The Gulf tanker war increases the importance of laying the

pipelines through Saudia, Jordan and Turkey.

PERES: Our impression is that there is a slight reduction in
Iranian oil production but basically oil flows nnr?liy.
Mo

We believe that Iran may be paying more figy the use of
subversion both against Iraq and against Jordan. Syria may
support this.

As you know, we attach great importance to the Red Sea.
We are apprehemsive about 3 military buildup there. We have

to think about how we can insure safety for air and sea craffic

.
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in the Red Sea. We would like to see agreement on the level of
military activities permitted. This should include Jordan, Egypt,
Saudia and Israel.

When the Presideant of North Yemen visited mo{‘ﬁm he said
that both North Yemen and Bthiopia want to see the Red Sea secure
gnd _€rea. . . Me have to thipk of sn overall approach. The Saudis
are going ahead with the building of their pipelines on to Red
Sea ports .

I believe Mr, Shamir has already told you that we don't object
to the pipeline. We shall gladly participate in any structure
official or unofficial that is aimed at emnsuring that the Red Sea

will remain free of any threats.

SHULTZ: Let's put that on the agenda,

FRENCH-EGYPTIAN INITIATIVE

SHAMIR: As you know the French and Egyptians are thinking of
proposing a new Security Council Resolution that would try and
change Resolution 242.

SHULTZ: We have tried to discourage them but of course an apparent
vacuum attracts proposals. There has been no activity on the
peace plan and s change of atmosphere could help prevent such

proposals. I would like to see issues that could lead to

M
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positive results. One such issue could be what we call "the quality

of 1ife". We would want to do this together with the Israel

government .

The PLO is said to be the representative of the Palestinian

— people. In my Opinion repr&SENturives gt Tegitimacy by doing
iy - shings for-their people. The PLO has not done so. We should
e ..:r.ﬂ-én something for them. Shamir and Arens have given me
impressive figures about their improvement in the standard of
- liviog., However, I still remember seeing them in 1974 in Camps
in Lebanon. These people are very capable and we must give them
something to push for.
There is an interesting private group being formed in the

Unitsd States to take an interest in this issue. It's formed
e wwyefamericens; ~Jews-and Arabs, and they were thinking of starting
with a hospital as a first project. I suggested that they

concentrate on business opportunities.

S wi‘!";ji

PHRES:( Described at length the geographical and demographical
character of the West Bank and Gaza and the difference between

north West Bank, south West Bank and the Gaza District. The
Prime Minister elaborated on what had been done in tho fields
of health, vocational training and the provision of utilities
with special emphasis on education. The Prime Minister described

the economic situation in Gaza and gave details of the local

fishing indnstrr.)
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Basieally-West- Bank-Arabs are either pro-PLO or pro-Jordan.
“Thc PLO are not constructive and we regard them as negative,
- ~However; we have no objection to pro-Jordanian activity. We

hope we can persuade the local Arabs to have a dialogue on real
issues.

We have to enable them to open thelr own financial institutions
including Banks for investment and for channeling income. We
are therefore granting permission to open a bank.

We have granted permission for the opening of two pharmaceutical
factories. Reluctantly, however, we did not agree to opening a
cement factory. We want to be sure that it would have a market.

If we could be surethey would sell their prodyce to Jordan. we
would have no objection. Our problem is that we have two or

three factories with an excess capacity. Our economists are

looking into the whole issue.

SHULTZ: Competition may be a healthy thing.

e e = DEEEF: - A:forthar rtep we ara taking is to encourage industrialization,

Short of direct PLO investment there will be no restriction on .

investuents, —— — e = = em—— = m——
Wwe have-also-raised the amount of foreign currency that can
be-brought imto-the West Bank from 3,500 to 5,000.
They can invest where they want, in East Jerusalem or in
- Ramallalr., —Armand Hesmar told me he is looking into investments
from Arab bankers and I said we had no objection.

-
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ks ¢ouniversities, we have opened four quietiy.” There
was *mn university, in Meblus, wherc they were distributing

literaturc on how to produce bombs and molotov cocktails. He
postpened thut cpening but even they will be opened in November.

As to censorship, we discovered therc was a backlog of
1300 books. The censorship has been lifted from 1000 books
and for instance, we allow Jordanian textbooks with pictures
of Hussein. The omly problem will be books such as those we
found teaching arithmetic &s to how many "“Jews were killed,"
As to municipalities, most of them are now run by Arab
' . mayors. Unly five are run by Israelis and we intend to replace
them with local Arabs. We have problems with The younger mayors
trying to prove they are more nationalistic than their predecessors,

—_—

b o - . a—Navartheless—we- allow frec travel abroad for any purpose except
perhaps for paying a visit to Arafat in Tunisia.

- — = In Gaza, we are expanding the university and opening & new
telephone exchange.

'I s ey bt — Ha—want to-increase job opportumities in the West Bank both

because of our own internal economic problems and in order to

lessen their dependence on us.

SHULTZ: T found that very interesting and promising and we will

feel very comfortable trying to help.

RODMAN: They are certainly positive steps. One other issue is
that of U.S. aid administered through PVOs.

W




1o ;'.'-’:
v

PERES: There is no problem if it is mot done through the PLO.

RODMAN: Our aim is to strengthen moderate Pulestinian businesses.

McPHERSON: We also have a problem with bureaucracy slowing things
down and municipalities not getting their tax returns in time.

PERES: Explained the tax system. in the West Bank and the relationsh.
between the loval and Israeli authorities.

ISRAEL-EGYPT

PERES: We have suggested to Mubarak a Summit meeting which could

be anywhere, even on the border, between Egypt and Israel.

Mubarak didn't refuse it but stated that it must be carefully

prepared. He mentioned as issues: Lebanon, Tabah, and the

Palestinian issue. I felt his mention of Lebanon was lip-

— T = =—sgrvice-as he knows we want to get out. On Tabah, the question

of a joint venture has been raised. Our Cabinet has not yet

dealt with the Tabah issue. We don't yet know whether it is .
a real issue for Egypt or just an excuse. We are very dis-

- — = = appointed thotSgypt has not maintained normalization , not just
Ambassadors, but slowing down also of commerce and tourism,

We feel that on our side we paid the full price for peace.

./ |
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Hammar suggested a scheme whereby we would produce phosphates in
the Negev in exchange for natural gas from Sinai. Investment
would be 700 million to be invested half in Egypt half in Israel.
Hammar is willing to mobilize the sum.

Shamir and I will look at Tabah t:;.if it is a real issue.
We will take steps on the quality of life and on Lebanon.
It should be remembered that Egypt gained a lot from peace
including the oil for which we pay. You have also linked
your aid to us with sid to Egypt. They got all the territory,
oil and aid. ‘There must be a mutuality in relations. There is
a need for them to move.

Shamir and Magid had a good meeting but Magid came out
with & nasty statement. Magid was lllll'jl' at Lewis suggesting

splitting Tabah.

LEWIS: I did not suggest it; in fact I heard it from the Bgyptian
Consul in Eilat.

PERES: Please look imto it.

'
SHULTZ: Our impression is that Tabah is real issue. Ne are

willing to look at it but I will be very careful because of my
experience on the issue of ambassadors.

k
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(The Secretary suggested this be discussed in a smaller forum.)

DEFENSE ISSUES:

PERES: We need U.S. permission to sell old U.S. weapons to various
third countries,

RGN “Une-wedPOW-in particular is the question of sale of old

_tornedos to a third country in the Far East. It's important for

us &s an opener to that country.

SHULTZ: Military equipment to that country poses a lot of problems.

I'11 keep it under careful consideration.
old
MERON: (agreed to provide Gemeral Chain with a list of/equipment

that we wish to sell to third countries).

X /1: ¢
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. In splte of the fact that it mlight appear as Uf the plan for the construction
of the Kirkur-Akaba plpellne bas been postponed sine-dle, the Government of
Israel finds it useful to set out once agaln the conslderations which guvern its

approach to this proolem:

1) The Government of Israel la fully convinced that the construction of a
plpeline from the oll-produclng areas of the Perslan Gulbto the ilediterranean,
the Arab Sea as well as the Red Sea basin would vastly increase flexible options
efifthe disposal of both the oll-pruducing states as well as of tue oli-consumiag

states and, therefore, minimize the present dangers ln the Gulf area.

2) It is in the light of these condderatlons that Israsl dld not look askance

at the ideas presented for the construction of the Kirkur-Akaba pipeline. It might

be recalled that Israel had suggested from the very outset of the discussions on .
the project that the terminal of the projected pipeline be located on the Medlterranean
preferably in Hortherﬁ 3loal.

3) The above suggestlon would of course alleviate the present deep concerns
and objections that the location of an oll terminal on the Gulf of Akaba cannot !
but arouse. The Gulf area is an increasingly important tourlst rasort and its coral

reefs an unique natural resource of nuch wider than reglonal in:portance.

Israel is deeply concerned with the peeservation of these resources and
Is convinced that ecologloal condderations, which seem also to be echoed In
certain parts of the Jordanian public, are not contrary to the strateglc and economle
conslderations which had induced the US Government to foster and encourage Iragl
and Jordanlan plans for the Kirkur-Akaba pipellos. It Is Israel's opinion that the
opposlte s true. The laying of pipellnes from the Guif to terminals on the
Mediterranean s undoubtedly of strategic Importance In Its regional implications,
but 2130 as an Instrument to enhance the stabllity, in part already created by the
Egyptian-Israsli Peace Treaty.

4) Recent events in the Red Sea have demonstrated that locatlon of terminals
on the Medliterranean could reduce the vulnerabllity of oll cargoes In such sea-lanes
as the Red Sea, just as the Iran-Iraq war and its extension by Lrag to the watsrs

of the Perslan Gulf have underlined the necessity to diversify the transport rdutu
of Gulf oll as much as poselbie. '




“economlic and political considerations;

.-2-

5) In summing up, it can be stated that Israel favours the laying of pipelines
from the Gulf area to termlnals outslde of the geozraphlcal proclivity of the
Gulf ltself;

Israel Is convinced that terminals on the Mediterranean are less
vulnerable than those on the Red Sea;

Israel belleves that Zgypt In general and Sinal in particular are most

likely the best location for such terminals, ooth from strategic but also from

And last but not least, Israel is firn ly convinced that ecologleal

conslderations must be central in the determlination of the loeation of terminals,

A copy of a Non-Paper of Decamoer uth, 19s<, which was at that .
time submitted to the N3C and subsequently to Mr. Lawrence Eagleburger,
Is attached.

r————— ey ey e ——— R _T-‘
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EMBASSY OF THE
. UNITED STATES OF AMERICA
' Tel Aviv

—

October é; 13&4

J

His Excellency
Yitzhak Shamir
Minister of Foreign Affairs
Jerusalem
Dear Mr. Minister:
I have been asked to convey to you the
enclosed message from Secretary Shultz.
With warmest personal regards,
=

Sincergely,

Samuél W. Lewis
Ambassador




i

Tel Aviv, October 2, 1984

His Excellency

Yitzhak Shamir

Minister of Foreign Affairs
Jerusalem

—— T

Dear Mr. Minister:

I have been asked to convey to you the following
message from Secretary Shultz.

"Dear Mr. Minister:

*"On this Day of Atonement, I would like
to extend to you my best wishes.

"Yom Kippur is a special time of solemn
reflection. It is thus a fitting occasion
to consider the common ties that bind our
peoples, and to reaffirm the close friendship

between Israel and the United States. :
"With warmest regards,
"Sincerely yours,
/s/

"George P. Shultz"

With warmest personal r rds,

SamfeT W. Lewis
Ambassador




October 1, 1984

His Excellency

Yitzhak Shamir

Minister of Foreign Affairs .
Jerﬁsalem .

Dear Mr. Minister:

I would like to convey to you my appreciation for
your thoughtful message of condolence following

the September 20 bombing of our Embassy annex in
Beirut. |

We have, indeed, been heartened by your words and
strengthened in our resolve to persevere toward the
goals we have set for ourselves in Lebanon and the
Middle East. Though we are painfully reminded of
the costs which peace entails, we are convinced that
a course of indifference and submission would be
even more costly for ourselves, for the people of
Lebanon and for all our friends in the region.

I am confident that together we can effectively .
deter those who seek to replace reason and dialogue
with violence and bloodshed to achieve their aims.

With renewed thanks for your encouragement and =

support,
Sincerely yours,
/s/
George P. Shultz

g ™




EENIAERARTNTRESSAN LRSI RARERIRLERRIRAERRIRERIEANILIELEARERELEENLER RARLRARALREEEERNERARERELELERLERENLR LELEERESAE ERLLEELLLELANEERMNELE D

HARMMARRMAAARMARMNANMMA NWHMRE&:Hﬁmnﬂmﬁmﬁﬂﬂnnnnﬂmnﬁnﬁnh1
MMM MRNMEN HHHUHWHHHH bbb Bkl b Ruda R afadBulyl

HY1* Prazl

RN - 0 218 3 . JRER1T N
1300 ANy ,051084 HN .1 AR .77 0T

AP0

12311 1180111 AAET 1IN0 130MT ;.
1118 181
MIBTIA N93pY WP1 OIRN AT 2

13-% 8- 171 "4

- |
=
aed

==_ J1H="11 N1E

Ho9Xxn.231a8 .91




: 1120m p21y :l 110:2217 = Ywwr myvruas
_ gvet..2... 1 M8, .. . .01 o s :
F AR s NP3 AT i
IZE ........ TR . .mimt 711 172 TEnN
i B4 PAK..05]6DONYTY 779NN |
........... v . A0 00 W W IEO& 5’

— T TR e
:

L1717 = 110K 12 VT .ATmn ‘e L xvaxn

.13%7 nr2a agan(™eaa TR JwYs MTn 19aY .
:
N

E
A \dle P~ e AA &ﬂ“‘-"ﬂ"' \{_r;j'%,{ G]A\A (},,'y‘ AV e I s ol §
\ WAt )\ \ 2 \ L] [TV -
___

i 4 pbete B )




10 1PAI'P1Y = e mivur *

1

avet. .. AL 1wme. ) . .87 ' . -
eeenss--737002 217D ISt « M L

L:........,..,..mpm Ufo . 3

vavenenee s T JHINA
cresasssecapesFIAG 'O R N
-

ke .

'(b\(.kﬂf!‘“i‘f Briefing and gquestions with: Fridav - October 5, 1984

Robert Pelletreau (Deputy Assistant Secretary of State
for Near Eastern Affairs)

iR AL ea

guncement :Peres will be arriving on Monday morning and Ambassador Lewls and

Ambassador Murphy will be meeting him out at Andrews. Then the Secretary of
State will meet them at the Washington monument grounds and will go directly into
an intial meeting to review the schedule and to see that we will he able to discuss.
The rest of the day will be free until thar evening when the Secretary will host
dinner for the Israeli delegation at his home. Tuesday, will hegin with the Secretary .
hosting a small breakfast for the Prime Minister and Foreign Minister and Vice Prime
Minister Shamir. That will be followed with a meeting with the Secretary of Defense
and then in late morning, the delegation will come over to the White Eouse to meet
with the President. There will he a small meering with the President and then a trad-
itional few minutes of one on one with the President, and a larger meeting in the
cabinet room followed by a working luncheon. We expect the official departure state-
ments will take place after that at about 1:30 on Tuesday. Then, the Israeli delegation
will adjourn to the State Department for further talks. That evening, there will be a
call on the Vice President and the Vice President will host dinner. The dinmer will be
at the Department of Agriculture, because the Bth floor of the State Department is
undergoing rennovation., On Wednesday, there will be a pre-departure breakfast with
the Secretary of State and they will depart early Wednesday morning. As the the major
participants on hoth =ides, on the Isrraeli delegation, of couree it will be led by
Prime Minister Peres, Vice Prime Minister and Forelgn Minlster Shamir, Ambassador
Rosenne, Mendl Maron, who is the Director-Ceneral of the Mimistry of Defense, Abrasha
Tamir who is the Director—General of the Prime Minister's office, and his national
security advisor,Yns:i Beilin who is the government gecretary, Hannon Barron, the
Deputy Director Ceneral in the Ministry of TForelgn Affaire and ether advisers to the
Prime Minister. .

On cur gide, the principle parcticipants in various talks will be the President
and Vice-President, the Secretary of State, Secretary of Defense, Secretary of the
Treasury, Ambassador Kirkpatrick, Undersecretary Armacost from the State Department,
Bob McFarland, Dick Murphy - our Assistant Secretary for Near East Affairs, and Herb
Stein - former chairman of the Council of Econemic Advisers, who is serving as a
~— 'consultant to the Secretary of State.
= As far as issues, one can say in general, that the U.S5,-Israeli relationship
i bhas been very close and cooperative over the past year and we expect that to contlnue
and to see 1 reaffirmarion of Lhat type of relatienship. Obviouely, the laraeli ec-
onomy will be & principal issue and in that regard, our posture is that we are ready
to work closely with Israel's leaders in their efforts to find effecrive, creastive

LI

snd enduring lurion to Tsrael's current ecomomic problems, On the political side,
certainly, t .stion of south Lebanon and Israel's plans for or hopes for an early
withdrawal ol lorces will be on the agenda, These will be following on discussions

that the Secrecary and Foreign Minister Shamir have had recently in New York, on
Azbaseador Murpby's recont visit to the area. It is worth noting, that the discussions
so far have been exploratory and that we are not engapged in any formal negotiations or

E gediation, but the US is willing to play a helpful role if the parties want our involvement,

LA
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#nd if there seems to be a reasonable prospect that something can be achieved, meaning
thet if there 15 a prospect that the current wide gaps and differences between the
_ parties can be narrowed. Wec arc mot now in thar kind of situation, but it is a moving
situation with the government of Istael having announced its intention to withdraw if
= satisfactory security arrangements for its northern bnrder can be achieved. We heve
the UNIFIL renewal coming up at the UN on October 19 and there have been a lot of dis-
" cussions among the various concerned delegations on that subject in New York, We expect
the questions of broader peace will also be discussed--what might be posslble In the
~future on reaching broader peace between Israel and its neighbors. The relationship
~ between Israel and Egypt will be discussed, which 1s a key relationship in the area and
_ Normally in such sessions, we have a review of Israel's security posture. I mentioned .
~ that the Secretary of Defense is on the schedule and his discussions wlll take place
~ 1o the framework of our traditional commitment to helping Israel prescerving its qual-
=—{rarive edge and to maintain the capability to defend itself against any combination
= of potential adversaries. I juat will close my remarks by saying we are looklng forward
~ to the visit and we welcome it and we expect o see a reaffirmation of the very close
- V.5.-Israeli relationship, which is currently the case.

E‘“ Questions
]

Q:iHow much aild will they get?
A:That is premature to answer now. Obviously, the economy is high on the list of {tems
r"tu be discugsed and we expect that the Prime Minister will be laying out for us his plan
and his program in that regard. In the context of that program, we will see how we can
“ best be helpful. There has been no discussion up to this peint, of acrual figures,
“ We have not been presented with the full Israeli program, We have seen somr measures that
" Israel has raken and we certainly note that the Peres govt., is addressing this qucstion
- with great seriousness and great priority.Actual figures have not yot come out.

&

=

Q:Are you implying that this administration is going to hold off funds to the Iaraeld .
government pending approval of the Peres plan for getting the economy back into order?

~ A:This is something we¢ arc going to discuss and work out togcther. That 1a the reason

‘why including in our participants are the Secretary of the Treasury and Herb Stein,

" The general characterization of our posture now is that we are going to be in a listening

“mode but a sympathetic mode and we want to see how we can be most helpful in helping the
" Ieraeli govt. put into effecr its plan.

Q:Teres said a few days age that he is not going to be asking for any specific supplemental

a8id er this trip - are you looking for a longer range plan - what type of economic plan?

“A:I think the wreng focus is aid program, The right focus 1s & long term and comprehensive
Isrsell economic program that will be to the restoration of help to the Israell econemy.
Stop gaps and quick fix bridging arrangemenis may indeed turn out to he part of thatr, but

. the focus 1s going to be on a long term.

Q:Will there be a ceremony on the signing of the free trade legislation?

A:That is one we haven't answered yet. We are in the process of getting the enabling legis-

. sdlite_nepotiations on the free trade area are not quite complete yet,
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We are over the watershed and it is not going to take a long time to rap them up, but
& little more has to be done.

Q:0n the troop withdrawal - can you summarize for us what the US understands to be

the position of the Lebanese and the Israelis at this point. What might be done to
narrow wvhat you called wide differences .

A:l am oot prepared to do that at chis point. Our understanding is still in the cate-
gory of diplomatic communications between governments,

Q:Will there be any efforts to get anything moving on the September lst plan?

A:At this point, I wouldn't see too much that is realistic, We have just had the .
Yaraeli elections and the extraordinary effort that went into forming this coalition
gOvE. It 1s well known that the area of Middle East negotiation is the une that has

been probably the most difficult for this unity govt, to resolve within itself and its
going to take some time to sort that out. For our part, the President reaffirmed In

his UN General Assembly address that our policies are based on hls Sept. 1 initiarive.

We will be discussing rhis subject with the govt. of Israel and we arc in a mode that

we want to take advantage of any opportunity that exists to broadcn peace and we do

OOt want to miss any opportunities. We want to try to work to try to create an atmosphere
thar will make those opportunities possible,

Q:The Lebanese govt.. has the power to influence these gaps or should you be talking to
Bamageug? l
A:Obviously, people in Damascus are not unrelated to that problem and the Secretary of
State is meeting with the Syrian Foreign today up in New York,

Q:1s the US ready to offer itsclf as a mediator?

A:That is not a decision that has been taken yer. We are not engaged in any formal
negotiarions of mediation. We have been engaged in exploring the positions of the parties

to see whether there is a helpful role that we can play, but we are not sure there is. .

Q:0n the aid package - is the US gnvet. willing to give the loans that It has provided

Israel over the last 20 vears and also, ls the govt, willing to grant permission to
Israel to other countries which receive credits? And to use those credits to buy
goods from Ystael

A:There are a lot of possibilities that have been explored and speculated about in the
press and it is premature to talk about whar kinds of things might be done. Those dec-
igions are only going to be taken in the context of Isreal's owm program, which we

really do not have fully spelled out to us vet. One thing for sure is that Congress is
going to approve the FY85 assistance program for larael and those funds will be available,

Q: Talking sbout the Israelis pProgram - won't the Igsraeli's overall program he an US-
Isreeli program in the end, We are talking about a lot of {input by the US and a lot of

our economic advisers and a lot of cur dollars going into Isreal - so we will have a lot
of input? »

- A:Tt ig an Israeli plan. If you're talking about the way the US assists, you have an

overall lsraeli annual budget in the order of 820 billion dollars, you have an cconomic
A8 PR T PEOR a5, ChRT e Real s Bof B 81 PIRY"E- 2RRY 1 EG RS1 VR EH 28 BOLn8 €0 beS1.Zbillion
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Qido you expect any discussions of scttlements?

AiWithin the context of what might be possible for broader peace there will be a
discussion of gettlements,

Q:Will Arik Sharon be part of this delegation?
A:No, he will not.

Q:Is the US view thar Israel would benefit in its economic performance if it drops
wage-indexing?

A:T do not know if we can be that affirmative on any one single measure, What you

are looking at is a comprehensive approach and indexing obviously fits into that
but T do not think that we want to point to any specific measure or action as being
indispensable or the absolute condition.
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less than $1,400,000,000 for the fiscal J-fea:r 1985 shall be
available only for Israel, and Israel shall be released from its
contractual liabiﬁy to repay the United States Government
with respect to such credits (and participations in credits). Of

this amount up to $150,000,000 shall be for research and

development in the United States for the Lavi program and

not less than $250,000,000 shall be for the procurement in

—

Israel of defense articles and defense services, including re-

—

search and development, for the Lavi program.

—

“(B) Notwithstanding any other provision of law, Israel
may utilize any loan which is or was made available under
this Act and for which repayment is or was forgiven before
utilizing any other loan made available under this Act.”. ,

(d) Section 31(b)(5) of such Aect is amended to read as
follows:

“(5) The principal amount of financing provided under
section 23 at or above the current average interest rate (as of
the last day of the month preceding the financing under sec-
tion 23 of procurement) that the United States Government
pays on outstanding marketable obligations of comparable
maturity, or under section 24(a), with respect to Greece,
Korea, Morocco, the Philippines, Portugal, Somalia, Sudan,
Tunisia, and Turkey, shall (if and to the extent each country

so desires) be repaid in not more than twenty years, following

5 2582 RS
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“(¢) Amounts appropriated to carry out this chapter
ghall be available for economic programs only and may not be
used for military or paramilitary plrposes.

“(d) The President shall use an amount equal to not less
than 35 per centum of the funds appropriated to carry out
this chapter and made available for commodity import pro-
grams for the purchase of agricultural commodities and agri-
cultural-related products which are of United States origin,
except that not Iea:i..h;a; _ED per centum of such funds appro-
priated to carry out this chapter and made available for com-
modity import programs shall be used for the purchase of
domestic agricultural commodities. One-half of the amount
used for agricultural commodities shall be used to purchase
processed or value-added products of such cnmmodjtigﬂ.

“(e) The Congress finds that progress on the peace
process in the Middle East is vitally important to United
States security interests in the region. In fulfilling its obliga-
tions under the Treaty of Peace Between the Arab Republic
of Egypt and the State of Israel, done at Washington on
March 26, 1979, Israel incurred severe economic burdens.
An economically and militarily secure Israel serves the secu-
rity interests of the United States, for a secure Israel is an
Israel which has the incentive and confidence to continue
pursuing the peace process. Therefore, the Congress estab-

lishes the principle that the funds under this chapter which

8 2582 RS
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are allocated to Israel will not be less than the annual debt
repayment (interest and principal) from Israel to the United
States Government in recognition that such a principle serves
United States interests in the region.

“Sgo. 532. MipbLe East Procrams.—(a) Of the

funds authorized to be appropriated to carry out this chapter

for the fiscal year 1985, not less than $1,200,000,000 shall

i————E
be available only for Israel and not less than $815,000,000
shall be available only for Egypt.
““(b) All of the funds made available to lIsrael and to
————

Egypt under this chapter for the fiscal year 1985 shall be

provided on a grant bagis.

“(c) The total amount of funds allocated for Israel under
this chapter for the fiscal year 1985 shall be made available
as a cash transfer, and such transfer shall be provided on an

o

expedited basis in the first quarter of the fiscal year 1985. In

exercising the authority of this paragraph, the President shall
ensure that the level of cash transfer made to Israel does not
cause an adverse impact on the total amount of non-military
exports from the United States to Israel. Of the total amount
of funds made available for Egypt as economic support fund
assistance, up to $103,000,000 may be made available only
in fiscal year 1984 as a cash grant. The preceding sentence

shall be effective upon the date of enactment of this section.

§ 2582 RS
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expended until Oclober 1, 1985: Provided [urther, That
$2,000,000 of the funds made availuble by this joint resolu-
tion for “Energy and selected development uctivities, Devel-

opment Assistance” shall be transferred and made available

for “Science and technology, Development Assistance”,,

which sum shall be made available only for cooperative
projecls among the United States, Israel and developing
countries: Provided further, That, of the funds made avail-
able by this joint resolution for the “Economic Support
Fund”, $20,000,000 shall be made available to Tunisia.

te) Pending ennctmont of the Department of Defense
mafi&mﬂ&eﬁ%w&muﬂmmmy
yoar 1884, for which provision was made in the Department
of Defonse Appropriation Aet; 1084; under the current torms
and eonditions and at a rete for operations neb in exeoss of
the eurrent rute or the rate provided for in the budget est-
mates; whichever is lower; until the Department of Defense
Approprintion Aet; 185, is reperted to er subscquently
passed by the Heuse of Representatives, whoreupon such
jeFoURte 89 may be neeessary shell beeome available at a
ditions a9 previded for in such Appropriation Aet and aceem-
penying House report for fiserl year 1885, as reperted to or

subsequently passed by the House of Reprosentatives; the
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