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THE FPRIME MINISTER

Jerusalem April 17, 1987.

Dear George,

It is with deep feelings of appreciation that I congratulate
you on your successful Mission to Moscow. In common with all lovers of
freedom, the Jewish people applauds your tenacious efforts which appear
to have brought the two Super Powers nearer to an agreement that could .
remove the fear of a nuclear conflagration from humanity. You have been
labouring so hard for many years for the lofty goal of universal peace,
and we hope we will all see the fruits of your labour in the near future.

Also, I would like you to know that the Passover Seder which
you spent with leading Refuseniks and some representatives of the large
Jewish community in the Soviet Union, was a moving and heart-warming message
to all engaged in their struggle for freedom. We especially appreciate the
fact that you are the first U.S. Secretary of State ever to have performed
such a noble deed. Your action has given new and added hope to those who,
despite all the hardships, have never lost hope. Your action demonstrated
that you, in particular, and the great country you represent are accompanying
them all along the way. The reports and pictures from Moscow touched all the
people of Israel and Jews throughout the world deeply, and I want to place on
record our gratitude for your personal initiative and dedication to this very
worthy humanitarian objective.

While it is true that the Soviets are actually issuing more exi
permits, the numbers are still very small, We have yet to see whether we
are witnessing another tactical move or a real change in policy.

We know that there is still a long way to go until the Soviet
Union will permit all our brethren to leave. But, the road ahead will be
shorter because of what you did this week, and we shall persevere together
until we succeed,

We wish you good health to sy3tain you in your historic work,
which is so important to all of us. \

Sincerely,

Yitzhak

Secretary of State
George Shultz
WASHINGTON DC
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UNITED STATES OF AMERICA NG
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Tel Aviv, Israel

April 16, 1987

Mr. ¥Yossi Ben-Aharon
Director General

Prime Minister's Office
Jerusalem

Dear Yossi:

I thought the Prime Minister might be inter-
ested in seeing the enclosed document. It
contains some interesting insights that Cy
Vance, Henry Kissinger and Pete Peterson had
on their recent visit to Moscow.

With warm regards,

Sipeerely

o ¥
Thomas R. Pickering
Ambassador

Enclosure
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Report on the Council Delegation Visit to the U.8.5.R.
February 2-6, 1987

Peter G. Peterson, Chairman of the Council on Foreign
Relations,

Henry A. Kissinger and Cyrus R. Vance, former Secretaries
of State

Remarks delivered to Members of the Council on Foreign
_Relations at the Harold Pratt House on February 19, 1987.
Peter Peterson served both as chairman of the meeting and
later joined Henry Kissinger and Cyrus Vance as a
commentator. The transcript of their remarks has been
edited and in some cases elaborated by the participants.

PETERSON:

I believe you didn't come here to listen to long
introductions of people you know at least as well as I do,
S0 I'11 make a brief announcement and then introduce Cy and
Henry to you.

As you know the Council's wvisit to the Soviet Union
took place under the auspices of the International Research
and Exchanges Board, IREX, which administers a series of
joint research activities and conferences under a standing
agreement with the Soviet Academy of Sciences, and we're
very grateful to them for making this trip possible with us.

Cy, consistent with the fact that you don't need an
introduction, I'd now like to introduce Cy Vance. Cy Vance.

VANCE:

I shall try and be brief, and confine myself to six
or seven minutes, so that we can have as much time asg
possible for your comments and questions.

Let me start off by saying a few words about the
man in Moscow who is at the center of what is going on and
give you my impressions of him. I underscore that these are
my impressions; I do not purport to speak for the others in
our group, although I truly believe that there was a great
deal of commonality in our views with respect to the worth
of our visit and what we saw and heard in Moscow.

The word that is frequently used in talking about
the General Secretary is that he is impressive, and I would
certainly agree with that. The question then is why is he
impressive? For a number of reasons. First, he is a highly
intelligent and dynamic individual. He is articulate, and
much more sophisticated in dealing with the public and the
press than were his three immediate predecessors. He is
also strong, indeed tough. He is a committed communist.
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Most importantly, he appears to have thought out carefully
where he wants to go and where he wants to lead his country,
and why at this time in Russian history the radical reforms
he is proposing are necessary. In addition he is realistic,
evaluating his own strengths and the obstacles he faces in
the immediate future and the years ahead. I think what
makes him different from his immediate predecessors is that
he really does have a plan, that the plan is well thought
out, and that he has surrounded himself, as best I could see
with a staff of very competent people, including a number of
younger people, who are in their late forties and early
fifties.

A word about the support that he has and the
obstacles that he faces. In terms of obstacles I believe
the biggest obstacle he faces--and he's realistic in
speaking about this--is the bureaucracy with its inherent
inertia and resistance to change. We all know what happened
when Krushchev tried to make major reforms and the struggle
that engendered with the bureaucracy, and the fact that at
the end he did not succeed. Similarly Kosygin ran up
against the bureaucracy and was bested by it. Inside the
government itself, it seems to me that the KGB as an
institution clearly is unhappy with what is going on.

Indeed you can see it by what is happening in the streets of
Moscow over the last several days, and I would guass that
the KGB will be one of the real footdraggers. There are
also, I'm sure, some of the old timers, who are still in the
upper reaches of the government, who feel either that the
Gorbachev objectives are too bold or that the pace which is
being set to achieve them is too rapid.

But where is his support at this point? I believe
that he has a majority of the Central Committee with him at
this time. I believe that a smaller majority in the
Politiburo is with him. I think that very importantly at
this point a substantial--a comfortable--majority of the
people is with him. The reason I believe is that they look
back over several years in the recent history of the Soviet
Union, where there was ailing and weak leadership; they saw
the Soviet Union slip; they saw its position in the world
and the perception of the Soviet Union as a great power
beginning to erode; and they therefore welcome an individual
who has new ideas, even though they are very bold, and even
though they may be painful to execute--a man who is
determined to turn the situation around by radical reforms
and to move the Soviets back into a leading position in the
world.

In terms of priorities, Gorbachev has made it very
clear that his highest priorities lie in the domestic
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field--in modernizing the economy and in attacking such
social problems as corruption, alcoholism, lack of
productivity, laziness and general stagnation. And because

. of this, he is looking for a period of relative quiet in
external affairs. This, 1 believe, presents an opportunity
for us in the outside world to improve our relations with
the Soviet Union and to realize through negotiations
stabilizing major agreements that were very difficult if
not impossible to achieve before.

In terms of Gorbachev's domestic objectives, I want
to comment only briefly, and I hope that insofar as the
economic problems and reforms are concerned Pete Peterson
would comment on them. As you all know, Pete was one of
the first American officials who negotiated important
economic agreements with the Soviets and I am sure his
thoughts on this cluster of issues would be very helpful
and informative.

The reforms of the economic system that Gorbachev
has put forward are indeed radical. They are in my
judgment more radical than the Chinese reforms. When I
went to Moscow this time, I did not expect to see
reformsthat are as bold and radical as they actually are.
The words that one hears a lot, and some of them are sort
of buzz words, are openness, radical reform, new thinking,
criticism, self-criticism, and democracy with a small "4."
What I think it really is, and you see that in Gorbachev's
recent speeches, is that he wants to draw the people into
the process of reform, to help not only in the management
of the new system but also as supporters of his objectives
and’ the very bold programs that he has sketched out. He
knows and recognizes very clearly that he is going to meet
substantial obstacles and therefore needs broadly based
support. I think this is another reason why he is calling
for openness--that is, because he wants to try to draw in
as supporters the intelligensia, many of whom have suffered
deeply from the abysmal lack of human rights in the Soviet
Union. I happen to think that he is sincere in wanting to
make changes in the field of human rights, but knows that
it is going to be difficult to execute these changes and
that he's going to run into stiff opposition. Sakharov
said to us, that he is prepared to accept for the time
being that Gorbachev is sincere and Sakharov has urged his
colleagues to support the General Secretary. He adds that
we would be making a great mistake if we cast this aside
and said "this is nothing but more propaganda.” I
certainly support that view.

A word about foreign policy. The two most recent
speeches said virtually nothing about foreign policy, and
the reason is that domestic issues are at the top of the
priority list. The Soviet leaders do point to a number of
initiatives, about eight or ten, which they say are new
steps that have been taken in accordance with the "new

-
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thinking"; they refer to the Reykjavik proposals, the
stopping of nuclear testing, the proposal to reduce
conventional weapons by 20% by the early '90s, and I could
go on with a number of items on the list, but time does not
permit. The leaders say if the time comes when they should
speak further on foreign policy, they'll be prepared to
speak; at this time, what they want to do is to talk about
their domestic problems.

I will say a word or two about arms control,
because that clearly is central to the objectives of the
new leadership. We are now at a point where pieces of
Reykjavik are still on the table, at least some of them;
and, the job now is to see what can be done to put the
pieces together. Let me express my own view. I think it
is possible to negotiate and reach an agreement which could
be initialed on the reduction of offensive weapons for the
first five years--roughly a 50% cut in launchers and in
warheads.

Secondly, I think it is possible to reach an
agreement--although this may be a little bit harder--on
reductions of the intermediate range nuclear forces, which,
again, should provide an agreement which can be completed
and initialed. The big problem obviously comes in SDI.

And it is clear to me that SDI still is linked to the other
two baskets; there is virtually no chance--I believe no
chance--that you can de-1ink the three elements; and
therefore there has to be a solution to SDI if we are going
to get an arms control agreement. The problem is how are
we going to be able to try to narrow the wide gap in the
two positions. My view is that if one could reach
agreement with respect to a ten-year extension of the ABM
treaty, and couple with that the traditional interpretation
of the ABM treaty, then one would have built the base which
would permit the two sides to sit down together and say,
"under that interpretation, what research and testing is
permissible, and what is prohibited?" TIf we couldget to
that point, I believe it is possible that an agreement
could be reached on permissible research and testing.
However, ' I must be frank in saying I think that it's highly
unlikely that we're going to be able to get there in the
next year or so, which is realistically all the time we
have before the election fever sets in.

I've already spoken briefly about human rights,
and expressed my view that we ought to acknowledge
positively the steps that have been taken but make clear
that we look for concrete actions, and we're going to see
what happens. If there are more positive steps, as for
example in permitting people to emigrate from the country
and in other concrete matters, then we ought to think
seriously about repealing the Stevenson Amendment and
waiving for a period of time Jackson-Vanik.
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Finally, we must ask ourselves what should our
reaction be under these circumstances? There are basically
two views on this: One, to accept that we are faced with
an opportunity, and should for the moment watch and see
what happens but not reject what is happening; we should be
prepared to take steps in their direction if they're
prepared to continue to move in our direction. On the
other hand, there are others who feel that whatever we do
to lessen the tensions that separate us, as for example
helping them as they try to move forward with the
development of their domestic economy, and increasing their
international competitiveness, would be bad for the United
States. Basically the assumption of this group is that
whatever helps them, is bad for us. 1 reject this view. I
do not believe that it is a correct way to wview the
problem. I believe we have a genuine opportunity that
should be treated seriously. We should not be starry-eyed;
we should remain strong, across the board, but we ought to
reach out and see if there aren't things that we can begin
to do together as we begin to move away from the crossroads
at which we stand.

Thank you.
PETERSON:
Thank you, Cy.

Consistent with the principle of equal time and
non-partisanship of the Council, I'd now like to present
Henry Kissinger.

KISSINGER:

Let me begin by saying that my own impressions of
both the quality of the leadership and the changes going on
were very similar to Cy's and I think were universally
shared by our delegation. I had not encountered before
Soviet leaders who would state an objective, and then say
they had not the foggiest idea how to reach it. Or who
would admit that they don't consider themselves the
repositories of all truths. Those were new experiences for
me. And I also found Gorbachev a most impressive person,
for many of the reasons that Cy mentioned. Still my basic
attitude may be more skeptical in general. For one, I have
always looked back with some nostalgia to Brezhnev and
Gromyko, who while they were not very elevated in their
ability to formulate phrases in language with which we're
familiar, had the advantage of being extremely predictable,
being extremely insecure, and being extremely focussed on
the United States. I remember when Bill Hyland and 1 were
in Zhavidov preparing Brezhnev's visit to the United
States. Every time I said to him "Mr. General Secretary, I
want it clearly understood that You will be treated as an
equal when you come to the United States," he would come
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around the table and embrace me. If I gaid that to
Gorbachev I would be thrown out of a window. S0 one has to
assess what the likely consequences of this new attitude
are going to be.

First, we have to remember that when we discuss
reform we are speaking at this moment of a theory, and not
yet of a practice. It has just been announced. And when
you ask yourself practically how is all this going to work,
in fact when you ask them how is this going to work that
you get realistic prices and maintain central planning,
they say "we don't know." How are Yyou going to have
candidates for office and maintain the supremacy of the
Party? Also two objectives they strongly avowed. They
didn't know the answer to that one, either. When you loock
at China, which is after all a cultural entity, and see the
effects of decentralization there, and you ask yourself
"what is decentralization going to do in an empire, of
different nationalities that has never had
decentralization, whose national identify was always bound
up with a strong center?" You can see major problems
ahead. And I'm sure Gorbachev sees these problems ahead
though he may underestimate some of them. He may be enough
of a communist, and he has to be enough of a communist to
believe that if he has openness, then all right-thinking
people will come to the same conclusions. Since there is
only one truth, you can risk increasing freedom. What will
be the reaction when it turns out that human nature is as
fractious as it has proved to be in human history? we
cannot be sure. And, indeed, I would say there are two
dangers inherent in this program. Not that it's insincere:
I believe it is sincere. The two dangers are first that it
may- fail; second, that it may succeed.

If it fails, it could be that the KGB and military
apparatus will insist on using its strength before it
becomes obsolescent. If it succeeds without foreign policy
adjustments, then we will be dealing with a more formidable
adversary. And therefore I would raise this fundamental
question: in terms of American foreign policy, do we make
concessions to Soviet internal developments, or do we make
concessions to Soviet foreign policy positions? I would
say except for the area of human rights, which Cy
mentioned, fundamentally the American obligation is to
focus on creating a safer international order. Throughout
the postwar period, we have had the nostalgia for a
salvation by conversion. The way the containment theory
was interpreted, it was that a magic day would come when
the Soviets, recognizing our situation of strength, would
show up at the conference table and then--and then--you
will lock in vain through much of the literature on what
exactly we were going to propose! Well, that heroic day
has arrived and I would say this is our fundamental
problem: What exactly is it we want of the Soviet Union?
What do we consider the elements of a stable international
order?
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Too much of our domestic debate is between a group
that asserts that change has already occurred and,
therefore, we can let history do our work for us. And
others who say that they are still the same evil group that
we have always known, more skillful in pPropaganda, and
therefore let's be extremely suspicious. I'm willing to
grant that they are sincere. I'm willing to admit, to
recognize--admit is not the right word--that this is a new
approach. Still, the impact of that on our foreign policy
can only be judged if we can translate it into negotiating
positions in a variety of fields that we can say afterwards
really have improved the situation.

Now in all this one finds, in part, what one
arrived with. The area in which I was surprised was in
their attitude on Afghanistan, in which they seemed to be
more flexible and more prepared to entertain the
abandonment of a system imposed by them than I would have
thought possible. Now whether that can be translated into
a short withdrawal schedule and into a non-intervention
agreement after they have withdrawn so that the collapse of
Kabul, if it should happen, will not be used as an excuse
for re-intervention, that is impossible to judge on the
basis of our conversation. But it was interesting enough
that this issue was not excluded from some of the
conversations.

In the field of arms control, my own attitude is
influenced importantly by my basic attitude towards the way
these negotiations have been conducted. I have always
believed that the Reykjavik agreement is unfortunate. I
therefore do not consider it very exciting that a
possibility for a compromise on that Reykjavik agreement
may be emerging. On the fundamental issue of what testing
of SDI is possible, I agree that we cannot settle that
issue by an exegesis of documents prepared in 1972. But I
also do not believe that with the present attitudes a
compromise is possible between the Soviet intention to kill
SDI, and the American intention to preserve it. And we
should not kid ourselves that there is a methodology of
tests that could be approved that would satisfy both sides
unless one or the other is willing to change its
fundamental position. We that we are prepared to have SDI
atrophy, or they that they are prepared to let it go
forward, if at a somewhat slower pace. That is the
fundamental issue on SDI. I favor the concept of SDI if
not the justifications that have been put forward for it; 1I
would hope that the negotiations go in that direction
though we saw nothing there that makes this likely. So I
would think that if there is an opportunity--and I think
there may be--it resides in my view in seeing what this new
leadership would make of an American position that says
"let us look at the world ten years from now, and see where
we want it to be, and work backwards from that, towards
concrete negotiating positions."
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I believe that the present negotiations are
hopeless from that point of view. Each side prepares
numbers that emerge out of their own presuppositions and
out of their own bureaucratic struggles, which are then
interpreted by the other side as if they were more rational
than they can possibly be. The leaders when they meet talk
about the things they are least qualified to discuss,
namely how to adjust numbers that they have only a tenuous
relationship to having developed, rather than the thing
they're best qualified to discuss, which is where we are
going to go.

Whether the Soviets would be prepared in foreign
policy if they were faced with the necessity to entertain
as radical a revision of some of their previous ideas as
they do in domestic policy, I do not know. But if there is
a missed opportunity, it is not in my view that we have
failed to come up with the right gimmick on SDI; it's
rather that we have not really defined for ourselves where
we want to go, and defined for them what our bottom line is
in a conceptual way, rather than in a negotiating way. So I
can't tell you what the opportunities are. Is Gorbachev
trying to strengthen the Soviet economy by the methods he's
doing, so he can conduct the contest with us more
effectively? Or is he doing it because he feels the whole
system has to be changed? Does he know? After all, the
rational thing for him is not to take on any more problems
domestically than he already has--must have. So this is
the impression with which I left. I don't even think
that's so different from that of some of the others, but 1
would say our obligation is to define our perception of a
more secure and more equitable international order and to
put that forward in a consistent negotiating position, and
not to bemuse ourselves with domestic changes in the Soviet
society, impressive as these people may be.

PETERSON:
Thank you, Henry.

Let me say a few things about Gorbachev the man in
relation to the economic reforms he seems committed to
undertaking.

The image that comes to my mind is that of a new
chief executive officer: intense, dynamic, restlass,
driven, tough, but, most emphatically, not just a
chairman. Also, most emphatically, by Soviet standards,
this is a young CEO. He doesn't have a mandatory
retirement age--at least in age terms. Therefore, he can
take a much longer view than his predecessors. Indeed, it
will take a long time if he is able to achieve even a
fraction of what he has set out to do.

I believe he is a chief executive who knows that
his country is fundamentally not competitive in the world
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economy, and he foresees an economy that is both more
competitive and connected with that global economy. At the
same time, this intense, dynamic person, who probably has
an eye to some of his wolf-like comrades, is understandably
anxious for short-term results in order to consolidate his
power and to have time to present his full vision of the
future. So, his problem in the economic and commercial
spheres is to reconcile his long-term economic vision with
his short-term political necessities.

In the short term, he is trying to resolve this
problem by sqgueezing results out of the economy through
efforts aimed at the human level. It's a kind of
productivity jawboning. The prescription, as I understood
it, goes something like this: a heavy dose of unrelieved
criticism--perversely enough, the kind of criticism for
which refusniks may have been put in jail. I must say that
in my experience there is unprecedented self-criticism--as
well as exhortation, moral persuasion, and even abstinence
from alcohol. Incidentally, generally speaking, I find
Soviet officials far less defensive, ideological, rigid,
and dogmatic; now they appear much more pragmatic and
flexible.

In the first year at least, they say they have
increased their productivity to over four percent, perhaps
twice the rate during the previous five years. They aim to
increase productivity by a general program of
"intensification" or modernization including incentives for
workers and managers, a restructured bureaucracy, more
decentralized implementation of Plans, conservation of
production inputs, and increased use of science and
technology in the economy. For the longer term, they know
they must invest more in capital equipment to improve
productivity. One statistic: They told us that about
two-thirds of capital investment in the past went into "new
productive capacity.” That will go down to 50% as they
allocate more, presumably, to making their old facilities
more productive.

To illustrate this kind of jawboning, alcohol
consumption is down by a third. They severely punish
drinking on the job. The only example we could find of a
new disincentive, in a society that seems to be moving
toward incentives, is that salesmen now get no bonus points
for selling wvodka.

I think the drive for quality is another example
of the use of exhortation. There is no question that, in
their honest moments, they acknowledge that the military is
about the only sector of their economy that can get
consistent quality; in fact they have recently admitted
that quality, generally, has declined. Yet, they also
realize that one key aspect of being globally competitive
is much improved quality. And they are trying to achieve




- 10 -

that goal through centralized qguality control agencies,
posters, and all kinds of axhortations.

May I note that I find Gorbachev's goals daunting,
if not utterly breathtaking. (For example, he told us that
his objective was to make the Soviet Union a net exporter
on food.) The overwhelming gquestion is their realism and
workability. But we should not make the mistake of
underestimating his commitment or intensity.

Let me give you three gquick examples of the kind
of reform he is talking about. As a kind of "before and
after,” I'd like to compare these with the post-summit 1972
period.

The three examples of the "new way of thinking, "
or "peristroika," as they call it, are an attempt to .
rationalize their economy, by eliminating the most glaring
irrationalities that his predecessors tolerated. All

display a kind of incentive approach to decentralizing and
"democratization” of the economy. Incidentally, let's not

become confused about this democratizing business. In the

first place, it's of course a different kind of

democratizing than ours. Its main end is not freedom for

its own sake, but the kind of freedom that is required to

go along with the move toward market incentives and toward

the principal end of greater efficiency and

competitiveness. A deeper question, of course, is whether

this genie of economic freedom will get out of the

political bottle. Given the ethnic and racial diversity in

the Soviet Union, I would see special political risks

associated with the geographic decentralization that will

be needed for economic reasons.

First, let's consider some of the reforms in
agriculture. The year is August 1972, and we're
negotiating the trade and other agreements. We have the
opportunity to go to the southern part of Russia and drive
by vast farm areas. Driving mile after mile, one sees all
kinds of expensive farm equipment standing idle in the
fields. That night at dinner you ask a minister how he
possibly reconciles an acute shortage of capital,
agricultural productivity that's only 11% of ours, and
alleowing this expensive egquipment to lie idle. The honest
answer--perhaps lubricated by a few vodkas--is that "what
you've got to understand is howour system works. The
minister in charge of making farm equipment is not really
measured by who uses it but only by meeting his production
goals." In other words, "that's somebody else's
department."”

What's happening now? We hear discussion about
team contracts on the farms in which the government rents
the land to the teams at a low price, rents the equipment,
provides the inputs at specified costs, and permits the
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members of the team to keep the revenues from up te 25% of
the output of these farms. You ask them where can they
sell it, and they say anywhere they wish. You ask them at

. what prices, and they say at whatever price they can get
for it.

A typical example is meat. The meat in the state
stores is frozen and of poorer quality and is seldom
available to consumers who stand in long queues for it.
They permit the sale of meat from the private sector (in
so-called farmers' markets) that is fresher, better
quality; interestingly, these private prices are up to five
times those in the state stores.

Gorbachev has created an intermediate alternative
between the state stores and farmers' markets that are
called cooperative stores--with quite good quality, much
shorter queues and prices somewhere between the other two
kinds of outlets. Incidentally, a bit of testimony on the
"integrity" of their government statistics, which is
another issue. If you note the Soviets' pride in their low
inflation rate and ask them which of these two meat prices
they are putting into government statistics on inflation,
they answer "state prices" and not the "private prices."

A second example of Gorbachev's economic reforms
deals with some 70 so-called "enterprise centers" within
the 20-30 ministries. These are supposed to be global
profit centers. Their managers will have worldwide profit
responsibility. They will sell abroad as well as at home.
Indeed, it is said that in the past managers fought
exporting. Now, presumably, they will fight to get
exporting responsibility. They will be expected to manage
product planning, technology, and most important,
marketing. As one minister put it, they will have to
"satisfy the customers, not the ministries."

Speaking of the democratization process as it
applies to Soviet commerce, one official told us of an
example .of a plant in Riga, which advertised for new plant
managers. (According to some of this "new way of
thinking, " plant managers will be elected by the workers. )
Amazingly, they had 2,000 applications. (The one chosen
was from Siberia--on the significance of which I won't
hazard a guess.) Having undertaken election of managers
not only furthers the democratization process, but may also
serve to diffuse the power of the party organization in the
affected regions.

Joint ventures constitute my third example. In
1972, when we tried to discuss them, we were told that the
concept of joint ventures was a capitalist one, and not
something they could really discuss. Now they speak freely
of forty-nine percent equity ownership by the foreign
partner. True to their dogma--to the extent that they

T T S L e " Sty - v RN



= 12 =

still have much in the economic realm--the government will
own the means of production, namely the land and the
buildings and will lease it to the venture at attractive
rates, but the foreign companies will be expected to
contributesome portion of the technology, know-how, and
other factors. They want these joint ventures to be
self-financed in terms of hard currency, "revenue-neutral, "
I believe the phrase is these days. To achieve this, they
want joint ventures that will sell both to domestic and
foreign markets. Naturally, this will present some
conflicts between their simultaneous goals of export
increases and import substitution.

When we asked how they would handle pricing in
these joint ventures when the global prices were different
from domestic prices--set for non-market reasons and
presumably lower than a market price, they responded that,
for purposes of profit determination of the joint wventures,
the transfer prices for global and domestic markets would
be the same. (Speaking of accounting, one should never
underestimate the basic differences in cost accounting
philosophies nor in their views on absurdly long
depreciation periods.)

They also have some preliminary ideas on taxes,
loans and repatriation of earnings, but they freely admit
that all these aspects (e.g., the length of tax holiday)
are in draft form and open to negotiation. Indeed, one of
the stunning aspects of the so-called "new way of thinking"
and "flexibility" (the new buzz word) is the new tolerance
for ambiguity. Examples of this include announcing goals
without any clearly defined way of achieving them and
distributing drafts for "democratic" discussions and
revisions. In the words of one senior minister: "Our aim
is to involve as many people as possible in the solution of
our social and economic problems" even if, as Gorbachev "
admits, "glasnost" (openness) leads to different
conclusions. Under the old way of thinking, unanimity was
essential.

It is even possible to discuss how they will come
to define Chapter Eleven bankruptcies in their new dogma:
they admit that some bureaucrats are even thinking about
that unthinkable condition, and some new euphemisms are on
the way for "going bust."

In general, one can only conclude they may have
many more questions than answers about some of their
economic reforms, but regardless, they are clearly going
ahead.

Their goals are daunting--not simply to be far
more efficient and competitive in a worldwide context, but
to be far more connected to the world economy. For
example, they want to have 15% of their GNP in trade by the
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year 2000. The real issue here, it seems to me, however,
is whether the systemic changes needed to reach these kinds
of goals can be implemented.

Obviously, the role and attitude of the massive
bureaucracy will be crucial to the success or failure of
Gorbachev's efforts to implement his reforms. To assess
the prospects for success, I can only gquote to you what the
ministers themselves are saying. One minister referred to
the fact that bureaucracies have "non-aggression treaties"
with one another. They say you can get a lot of agreement
to the general proposition that there are too many
bureaucrats. Indeed, we heard of plans to cut the
bureaucracy by up to one-third. Yet, you get very little
agreement about which particular bureaucrats they are
targeting. One minister said to us "we have a new concept
called unearned income"; we wondered who they were talking
about. It turned out to be the middle-level apparatchiks,
who are not earning their income and who seem to be the
losers if these reforms go forward.

You then say, "I want to be sure we understand
this. The bureaucrats, you say, are part of the problem
but you're expecting them to eliminate themselves by being
part of the solution." "Good point," they all say. To
illustrate, they use the "black crow" image, which goes
like this: a bunch of black crows are sitting on a tree
branch. If you clap your hands, they all disappear, but in
five minutes more black crows than were there originally
have landed on the branch. Others speak openly about
Parkinson's Law, about how some men, meaning bureaucrats,
create work.

They're quite honest in saying that they don't
really know the answer to this bureaucracy question. In
fact, one minister said, "You have an advantage. Your
competitive system makes the problems go away, because the
survival of those directly involwved is at stake. That's
not true in our system."

To prepare the ground for major economic reform,
and to fight bureaucratic obstinancy and inertia, Gorbachev
appears toc have elected a political strategy of an alliance
between himself, his associates, and what one might call
the creative intelligensia, i.e., the press, the writers,
the media, the scientists.

Another overwhelming obstacle to implementation is
management development. If you stop and think about it,
the concept of a manager of a globally run "enterprise
profit center" is totally different from that of a factory
manager in which some central plan tells one how much of
what to make and when. Yet this new breed of managers are
expected to price, plan, anticipate technological change,
and so forth. The attitudes, the disciplines, and the
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skills required for these new tasks are totally different
from what they have been doing. When I think of some of
our multinationals, and the years it's taken to develop
this kind of profit-oriented global manager, it is clear
what a formidable assignment the Soviets face in developing
an adequate pool of managers. (Insisting on Soviet
management at the very top of these joint ventures will
certainly not lubricate the process of importing much
needed Western management techniques. )

Fundamentally, the Soviets are trying to reconcile
market forces with a planned economy. Reconciling central
planning with market forces will involve real problems.
There is no question that the market is going to start
driving them one way in the allocation of resources, while
their central pPlanning and their concept of "social
values," as they put it, will drive them another way. Put
differently, Gorbachev knows that massive subsidies,
amounting to hundreds of billions of rubles, drain the
economy and must be substantially reduced. Yet, these
subsidies represent the embodiment of their social contract
between citizen and state, that is, to have basic
necessities very cheap and not to be unemployed. Thus, the
economic reforms come in conflict with this social contract
and create a potentially explosive problem.

Soviet officials themselves use children's clothes
as an example of this tension. Their subsidies to children
are enormous, as they are to housing and food; and these
subsidies obviously have nothing to do with the market.
They simply want to encourage people to have children, and
thay want to make it inexpensive to do so. As any free
market economist would tell you, this will generate
problems. One of the ministers illustrated the problem to
us: children's clothes have become so inexpensive that taxi
drivers are now using girl's dresses to wipe their
windshields.

They now wonder how to reconcile these
market-driven enterprise centers and joint ventures that
are moving in one direction, with their central planning
and vast subsidies that move in another direction. They
have some tentative answers--like setting aside up to about
7% of their budget for investments in a kind of contingency
"kitty"--to reflect "unpredictable" market forces--but 1
think they're a long way from home on reconciling these
basic conflicts.

Incidentally, when the issue of trade and
commercial relations with the Soviets arises, some people
think of the economic leverage the U.S. might gain from
encouraging it. In my view, however, too many on our side
tend to overestimate what we can do to them economically.
I listen with interest to proposals that if we don't sell
them one item or another, 1like oil pipelines, that somehow
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we're going to drive their system to bankruptcy or bring
them to their knees. As I felt after my trips there in the
early 1970s, I come back again believing that this notion
is rather simplistic. Theirs is an autocratic, diverse and
very disciplined system; we may cause them some discomfort,
but not enough to change anything fundamental.

To close my remarks, 1'd like to try to assess the
possible significance of those changes for the U.S. in
general and for U.S. companies in particular. Given two
factors--the vast scale of our economy and the enormous
structural challenges the Soviets face in bringing off
these profound economic reforms--1I would guess that those
who expect large economic payoffs to the U.S. economy as a
whole in the reasonably near future are going to be
disappointed. For 15 years, my view has been that any net .
econaomic payoffs are likely to flow to their side more than
ours. Thus, to assess these effects from the standpoint of
our overall national interest, we need to factor ocur
political and military interests into the equation.

From the standpoint of an individual company, if
the long term potential seemed to justify it, I would
certainly invest the time to explore the possibility of a
joint venture. I would pay special attention to whether
there is a real need in the Soviet Union for that company's
particular expertise and product lines. If there is, my
sense is that Deputy Prime Minister Kametzev, Deputy
Chairman Ivanov, Minister Aristov and their colleagues
would show great interest and more flexibility than one
might expect on terms, taxes, financing, as well as raw
materials contracts, management, licensing and the 1like.
Incidentally, Deputy Prime Minister Kametzev is an example
of the kind of impressive person Gorbachev is promoting to
the top ministerial levels. He seems to have the lead role
in re-orienting the Soviet Union to the global economy,
with the task of somehow coordinating the various and
massive bureaucracies involved in foreign economic
activities. I had a try at least at a far less bold
version of that type of job in our own government; I don't
envy him a bit.

In short, both for the U.S. as a whole and for
particular companies, there are major changes to assess in
the U.S.5.R. I think we should be intrigued, stay
cautious, but be open. There may be some real
opportunities.
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could be made only when a negotiating Process that directly involved the
parties o the conflict had begun. Further rounds of U.S. shuttle diplomacy
or mediation would produce ittle and would continue to erode the
president’s political base of support at home. "['o pressure Isracl on such
ieques as settlements and Palestinian rights, the Carter administration felt
the need to have the Aral parties actively involved in direct negotiations
with Israel, Otherwise the process was coming to resemble a U.S.-Israch
dialogue, with the Arabs as onlookers. The prcnugnliminns phase had to
be brought 1o a close soon.

Procedures for Genevd

To get to Geneva, as a step toward genuine negotiations, Carter tried to
find commaon ground not only between lsrael and the Arabs but also
among the Arabs themselves. The administration knew by now that
Fgypt and 1srael were capable of dealing directly with each other and
that each preferred bilateral negotiations toa broader multinational forum.
It wanted the Geneva setting because no one in Washington thought
Gadat was prepared to go All the way in concluding 2 final agreement
with Israel unless some progress was being made on the Palestinian
guestion. Gadat himself was the quthority on this point, as was his foreign
minister.

Geneva, then, was to be the umbrella under which Sadat and Begin
could move forward at whatever pace they could sustain, pulling in their
wake, if [‘-"l!'-'u‘.iihh_', jnrd:m, the Palestinians, and perhaps cven the Syrians.
T'he problem was that the umbrella could not be raised until the most
skeptical of the partics, the Syrians and the Palestinians, were satisfied.
Insofar as they thought Geneva would to be little more than a figleaf for
another separate Egyp! ian-lsracli agreement—a Sinai 111—they had little
reason to go along. Yet if their demands for a virtual veto over Fgyptian
moves wWere accepted, no progress could be made in nugnlintitms.

To resolve this dilemma, the United States tried to Tesort 1o some
constructive obfuscation, giving cach party the impression that its concerns
were being met. The Egyptians andl Israclis were assured that the actual
negotiations would be conducted bilaterally. The Syrians, Jordanians,
and Palestinians were told that there would be a single Arah delegation
and that they would have 1o work out their own negotiating strategy 1
prevent bilateral deals at the expense of a comprehensive agrccmcnl.“

19, Inadyk, “To the Ends of the Earth,” p. 43 misinterprets this a5 meaning that the
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waning that the

Unraveling of the Design g

The Arabs were told that the PLO could be present within the Arab
delegation, provided the actual delegates not be well-known officials. At
the same time the Israclis were twld that they would have the right 1o
ohject to any new participants, as agreed on at the first session of the
Geneva conference in 1973,

Given the difficulty of working all this out smoothly without agreement
among the Arabs themselves, the Carter administration was tempted to
g0 over the heads of the regional partics, who seemed hopelessly mired
m procedural arguments, and work out a joint invitation to Geneva with
the cochairman, the Soviet Union.

Involving the Soviets

Vance had always felt the Sovicts would have to be brought into the
discussions at some point, if only to limit their potential for troublemaking.
And he hoped that a joint U.S.-Sovier invitation would help to resolve
the procedural issues and would put pressure on Syria and the PLO in
particular. He had urged Soviet Ambassador Anatoly  Dobrynin on
August 29 to ask Forcign Minister Andrei Gromyko to send him ideas
for a joint communiqué on the Middle Fast, ™

On September ¢ Dobrynin handed Vance a draft called “Joint Soviet-
U.S. Statement on the Middle Fast.” In several respects it was a more
moderate document than might have been expected. It did not call for
direet PLO participation in the talks, nor did it mention a Palestinian
dtate. No call was made on Israel to return to the borders of 1967 or to
abandon East Jerusalem. Much of the language of the document came
from U.N. Resolution 242, with the significant addition of the words
“Palestinian national rights.” Vance reacted with intcrest and assigned
Assistant Secretary Alfred L. Atherton, Jr., to pursue talks with a Soviet
diplomat named Mikhail Sytenko.

The day after receiving the Soviet draft, on Saturday, September 1o,
Secretary Vance chaired a strategy meeting at the State Department, No
mention was made of the draft. Instead the emphasis was on Isracli
settlements and Palestinian representation at Geneva, One group felt thar
Surians would be able to veto any agreement reached between Egyvpt and lsrael, Fle says
that the plenary at Genevn was 10 have the prwer to approve any agreement reached in the
bilteral subcommittees. In fact, all the United States ever suggested was that the working
Froups might report to the plenary, and even this point was vmitted [rom subsequent

versions of the working paper,
i, Vance, Mard Chatces, pp. 1913,
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@ Do you have any comment or raaction to the West Bank

violence, where Palestinian students ware shot and wounded, and
property was damaged and homes were vandalized?

MS. OAKLEY: The United States condemns in the strongest tarma
attacks againat Israeli and Palestinian civilians in Isra@l and the
occupied West Bank and Gaza. We are saddensd by the death of an
Israeli woman in a senseless and brutal attack, and offer our
deepest condolences to her family. This tragedy has been compounded
by vigilante-style reaction, which can only increase resentment and
mistrust, and lead to further violence. We are also deeply
disturbed by the shooting death

of a Palestinian student and wounding of others at Birzeit
Unfversity. It is imperative that both lsraelis, wvho we realize are
responsible for maintaining order in the occupied territories, and
Palestinians exercise maximum rastraint to end this new violence.

[t does not serve the interest of mither side. In addition, thesa
incidents demonstrate once again the need for progress toward
raconciliation and peace in the region, and take a human toll which
cannst be justified 2n any grounds. 5

Q Phyllis?
MS. OAKLEY: Yaa?

A You of fered your condolances to the Israsli woman. Arae
you offering alsc the condolances to the family of the Palestinian
kid who was shot to death?

MS. QAKLEY: Yes, certainly we would, you know -- again, I _
think our statement covers the feelings and I'11 Jjust stand by that.-

it
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THE PRIME MINISTER

Jerusalem., 12-APR-1987

Dear Ron,

On the eve of the feast of Passover, which celebrates the
liberation of our forefathers from bondage and the message of freedom
they carried with them, I would like to convey to you and to the
American people our deep sense of friendship and solidarity in your
leadership of the struggle for freedom throughout the world.

I want to take this opportunity to add a personal word. In some
respects, the Soviet system of today is reminiscent of the bondage of
Pharaonic Egypt in biblical times. I have followed and fully supported
your realistic appraisal of the Soviet Union and its negative role in
the world. After great efforts the U.S. succeeded to isolate the USSR
in the Middle East and to prevent its intervention in the diplomatic
action towards the achievement of peace. We, unhesitatingly supported
this essential feature of U.S5. policy. It is, therefore, inconceivable
to me that there may be in the U.S. support of the idea of an
international conference, which will inevitably reintroduce the Soviets
into our region in a major role and undo the former important
achievement.

I am wholeheartedly committed to peace and with your help and
support, I believe we can make progress towards this goal by
persistently and patiently working for direct negotiations between the
parties.

Please accept best wishes to Nancy and you from Shulamit and
Sinc f

Yitz

President Ronald Reagan
The White House
Washington, D.C.
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FMS: 51.8 millicn lsrael (sub—earmark of 3450 for Lavi)
51.3 billion Egypt
§ 113 million Greece i
5 140 million Turkey (ceiling)

O
v
b

TOTAL EARMARKED: 53.553 billion = 0% (of total FH5 $1.950 billion)
{unsarmacked: $357 milion, of which 5105 for Spain, 5290 for Pakistan)

»
ot ]
(v
&

MP: § 30 million Greece
5 350 mallion Turkey (ceiling)
$ 110-million Philippines
§ 1 million anti-narcctics -

Ut §w

TOTAL EARMARKED: 5451 million (of total MAP $1.033 billion)
(unearmarked: 5542 million, of which SB0 million Portugal, 5182 Cen.
America, 556 million Thailand, §106 Africa, $40 Jordan)

BSF: §51.2 billion Israel

815 million Egypt (sub-earmark of $1 million for project)
S million for regional middle east projects

15 million Cyprus (sub-earmark §5 million for inter—communal)
6 million

41.3 million Haiti [sub—earmark §1.3 million AoJ) v
10 million AoJ (various countries)
2 million Caribbean/CA scholarship program

5110 millien for Sub-Saharan Africa (of which §50 million for
SADCC: of $50 million, 50% sub-earmark for transportation)

§ 16,2 million Tunisia

5124 million Philippines

§ 50 million additional earmark for Philippines ag reform

5 .5 million for CARICOM

§ Imillion for land reform in Guatamala

A A0 U s 40 W0 O

TOTAL EARMARKEDT §2,1394,500,000 = 708 (of total ESF £3.410 billion)
(unearmarked: 51.016 billion, of which $400 million Cen. America, E:1: 1]
million Caribbean, 541 million South America, 5250 million Pakistan, §153
million base rights, Other Asia 638 million, access facilities $35 million)

DA: 5 40 million Haiki

6 million South Pacific regional

154 for PVOs (5235 million at current levels)
4,5 million for bio-diversity

20 million for AIDS

£ million for US/Iarael/LOC projects

o 4 W D

TOTAL EARMARKED: § 75 million (out of 51.154 billicn DA)
(unearmarked: 51,119 millien)

I0s: 5238 million

TOTALS: §7.751 billion earmarked, (excluding Africa Pund and PVOs)
ESF, FMS, & MAP From subcormittees unearmarked: $1.9 billien

[HERRMARKED

ATA, IMET, PKOr §100 million

OPERATING EXPENSES: $361 million

DISASTER, PEACE CORPS: 5200 million

TOP, ASHA, IAF: 570 million

MARCOTICS: 5§97 million

CHILD SURVIVAL: 566 milion

DAt 5 B89 million (all but $400 million from subcommittees)

KW
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(April 9, 1987) S

AMENDMENT TO THE FOREIGN ASSISTANCE COMMITTEE PRINT
OFFEReD BY MR, FASCELL

Page 193, after line 3, add the following: &

SEC. 1108. ADDITIONAL RESOURCES FPOR POREIGN ASSISTANCE
PROGRAMS

(a) ADMINISTRATIVE SURCHARGE ON FMS SALES.--Section 21(e)
of the Arms Export Control Act is amended by adding at the
end the following:

"'(3) The charges imposed on each sale pursuant to
paragraph (1) shall be not less than 4 percent of the amount
of the sale.’’ ;

(b) Use oF CERTAIN RECEIPTS.--Of the amounts received by

n‘nmﬂmmhumlﬂ

—

the United States Government during each of the fiscal years

—
-

1988 and 1989 pursuant to section 21(e)(3) of that Act,

[
[

$125,000,000 shall be used in accordance with subsection (e).
13 (c) ADDITIONAL RESOURCES FOR FOREIGN ASSISTANCE

14 PHOGHAHS.-—Subject to subsection (d), funds made available

15 pursuant to this section for use in accordance with this

16 subsection shall be credited to and available for use under
17 each of the appropriation acecounts for which authorizations
18 of appropriations are provided by this Act, as follows: There
19 shall be credited to each such account the amount which bears

20 the same ratio to the aggregate amount made available Ffor

k"‘l"-
A
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1 that fiscal year pursuant to this section for use in

2 accordance with this subsection as the amount authorized to

3 be appropriated by this Act for that account for that figecal
4 year bears to the aggregate amount authorized to be

5 appropriated by this Act for all such accounts for that

6 fiscal year.

7 (d) REQUIREMENT FOR APPROPRIATIONS ACTION.--Funds made

8 available for use under subsection (c) shall be available for
9 such use only to such extent or in such amounts as are
10 provided in advance in appropriation Acts. To the extent that
11 appropriation Acts do not provide such advance authority,
12 those funds shall be deposited in the Treasury as
13 miscellaneous receipts.

14
15
16
17
18
19

(e) FMS PROGRAM CEILIHG.--The aggregate foreign military
sales financing program ceiling for fiscal year 1988 and for
fiscal year 1989 which ig specified in section 3l(b)(1l) of
the Arms Export Control Act shall be deemed to be increased
by the amount made available pursuant to subsection (¢) to

carry out section 23 of that Act for that fiscal year.,

K~
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| n] I have a question about Lebanon, I understand there ars
some Americans who, for varioug re@asons, want to stay thers, What
oW QUr POLICY NOMY ls (¥ == ae I recall, you have, in the past,
cdlled on Americans to leave there, that that's the Ug Pelicy., Doss

that still stand? Dows it cIver everybody?
MR. REDMAN: There's bean no ¢
JoU to check with the press

“as used in describing that

hange in the Policy.
office to find the
Pelicy at the time

I'd {invite
@xact language that
it was announced.

B Do you think YoU can say,
aboue the Secretary's aitivitigs o

Suviets in Moseow next week, such

at this point
utside of hi:= dis
as the seder,

an the record,
CUSKIONS with the
or any other

activities he may engdge in next week™
MR. FEDMAN: The Secretary himsel f Spoke to the question of the
dader
) Anything more abeut it The purpose =f ity for that
for avamples

Thare 1a a 3eder hosted by the Embassy, mosgt
T2 3. I'm not sure hew far back that goes. But in the recent
Past, in any case, thare has been one traditionaily hosted by the
Enbassy, to which members of the Soviet Jew:sh community are also
tNwitad., Since we will be there on that day, tig Eacritary is going
Lo drop by and Participate jn FPart of that seder,

Tonuernlng st her Activities, the pr
develsped, so I don't have any other pa
“wuld dafineg for you MW, oN the record
“rip, we'll see what W@ can de +.

“gram 1s sti]
rta of his pr -
But as ug g
kemp you informned.

1 baing
gram that [
et into the

EARRY SCHWEID LAF) L Chuck®
MRE. FEDMAN: Barry?
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MR. SCHWEID: Did he evar drop by a2 seder before -- in his
lifetime, do you kpow?

MR. REDMAN: I don't knew. We can check that out with Kim.

MR. SCHWEID: And cam I ack wyou if he expectae to ==

@ foff-mike) ‘

MR. SCHWEID1 I wanted to ask you =-

MR. REDMAN:1 Are you ftalking about a seder in Moscow? Or
anywhere in the world?

MR. SCHWEID: Anytime. I mean, I wonder if, in hif hlckgrn?nd. .
he has any experience at a seder. It might be interesting. Or if ]
this is simply a symbolic step. Saecond —-- :

MR. REDMAN: Fagardless of whether or not he ever has, there's
a certain symbolisem to i€,

r ME., SCHWEID: Certainly, certainly -- cs=-tainly.

@ Do you have any comment on a cable that is reported in
fapan o have been sent out to American embasaies regarding a new
terrorist threat from Libya or a new terrorist ¢ s

hreat generally?
There's a ruckus in Japan about this,

MR. REDMAN: No, I don't have anything on that,

Q Chuck, will Secretary Shultz discuss with Howe the
Euopean statement on Middle East? You kRow, they ara calling for
international conference. And a lot of reéports saying that Howe
wWill raisae the subject.

MR. REDMAM: 1--

n} No?

MR. REDMAN: - just can’t help you on that one.

S
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Q Yeah -- the United States and the Soviet Unicn lave been

discussing since November the compliance with the Helsinki accords,
Does the United States have any characterization of Soviet
compliance with the Helsinki accords on human rights?

MR. REDMAN: I don’t have anything by way of some new, broad
analysis to offer you. We have, on one cccasien or ancther,
addressed specific aspects of Soviaet per formance, Pparticularly on
the question of @migration, for aexample. But no, I don't have
Aanything in terms of a nNew, broad analysis to put forward.
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(c) REPAYMENT TERMS. --§ECTION 31(b) OF TOE ARNS
EXPORT CONTROL ACT 1S AMENDED BY ADDING AT TNE END
THEREOP THE POLLOWING NEW PARAGRAPH? =(3)ALL
COUNTRIES SOALL BE RELEASED FROM THEIR CONTRACTUAL
LIABILITY TO REPAY TBE DNITED STATES GOVERNMENT WITHIl
RESPECT TO CREDITS PROVIDED IN TnIS ACT FOR FISCAL

e p—

o7 0 ' 3 -

e rpe——

|

Item 1.2. [EMS ne%ygﬁcnt Terms. The Committee
print, as & step towar the FMS reforms advocated
by Senator Murkowskl and others, provides for
one-year forgivenesn of all FMS loan®. 1f at &
later time, Congresst should wish to go back to
Treasury ©OF concessional loans under- FHS it will
Le able to do oo under this authority.
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BOUTRERR AND CXUTREASTERR FLANE OF mATO,

(n] mAJO® wow—sare ALLVES. --£0CTrom 516l or
mmmmmw 1961 15 amEmen v
TEE FIRST FEwrEmceE oy ImsrwT ", AMD TO WAIOW

NRESECTT
FEECEDING FARACRAFE 1. 1® sonsecTION (o),
ANT TN EURSECTION [4), Wy IRSERTIMG “EXCRES™
BEFDRE “DEFENSE ANTICLESS

FIRSECTIONS (d) e
le]) AT comcECTIONS If) amn (gl nwn
(1) oY ymsEerIec TEE POLLOWT B wpw
STRSECTIONS (4} Amo =] AFTER EIMsPECTION (4%

FRFEEEWTAT I ON
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FURTE TN DETATL-— o
in mmmmwuw—'
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ytem 1.17. Pxcese Defense Artiches fo. mato
Southern Flank Cownicles and Major Bon-MRt AT iew
on_the Sowthern Bovihrastern lanh of riae.

Commlttes primt:

~sutends the wmieting swtho: 5 pton
ta tranefer swcess delevss articles to mA1n
sonthers flask coustriss (Oresce. Tealy, reoivgal,
Epain, snd Terkey). to fwcleds Faypt and 1 anc]

~eneered that tha defensr nsc ir ip-
Bre T"swcess”™ defense articies.

~reguires the Prealdent 10 top= 1 b
the Congress by February L of each TURF O Y he
rusbers mmd {Lass of swcess deferes BEElecten roae
lkrly to be providsd 1o eligible cowntrl: = o ing
that year and the sssber snd |tess of Aefcnre
srcicies sctually proeided during the pre jome
year,

=reguires that wwcess defen -
articles are treneferred In 8 menner conal-ient
with the polley establlahed by Eection €700c) ol
the FAL of saintaining the mllitery balarm sl § b
Wediterranesn. Mocordisgly. the rotio of 1 «sfwe
of defener srticles to Turkey to the valo: of
defenme srticles provided to Crerce ahall
approximate the ratio of widitary aemimian -
riovided thoss tes countries.
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i {21) TWE BUMRERS ARD 1TERS OF LECESS

1] pEFERSE ARTICLES ACTURELY FROVIDEDR TO EACR

i FLIGIRLE MATIOM UNDER TRIS EPCTION DUAT NG TRE
PERVIOUE CALEMGAR TRAR.®

={x] RMATMTERANCE OF MILTTARY BALANCE ITH
EASTEEN WEDTTERRAMEAN. -

={1] UMITED ETATFE POLICT.--TTE CTWGRESA

INTEMDS THAT DETRNSE. ARTICLES BE MANT b

AVAILABLE ONDER THIS SECTION CORS1STENT WITH

cRE OWITED ETATES POLICT, ESTABLISARD BY

SECTION GI0C OF THE FOREICH ASSISTARCE ACT OF

1961, OF MAINTAINING THE ®ILITANY PALARCE 1M

TEE EASTERS WEDITERFAREAW. !
(2} MAINTEMRNCE OF

BALANCE . —ACCORDINGLY, THE PRESIDENT ERALL

PHSUNE TEAT, FOR EACH FISCAL YERR, TRE RATI1O

O L I |

*(a) TOHE VALUE OF ENCESS DEFERSF
ARTICLEE WMADE AVAILAWLE FOR TUREEY TWDER
THIS FECTION, TO <
*(n] TOR VALOE OF FACEES DEFENSE
ANTICLES MADE AVALLABLE FOW CREECY DTWDER
THIE ETCTION, CLOSELY APPROLIRATES THE
RATIO OF—
=(1} TEE AROONT OF RILITARY
ASSISTANCE AND FIRANCING PROVIDED
FOR TURKEY, TO
(4] TRAE ARNINT OF KILITARY
ARSISTARCE KRNI O PR T PRV I ED
FOR GREECE.
={3) EXCErTION TO REQDT RERENT . —TRIS
SORSECTION SRALL WOT APPLY IF EITHER GHEECE
OF TURKEY CEASES TO BE ELICINLE TO RECEIVE
FICESS DEFENSE ARTIOLES UINDER SIMSECTION
{a)-~-

{d) DEFINITIONS . —SIMESECTION ([} OF THAT
EECTION [AS 5O REDESTGRATED RY THIS SECTION) 15
: AMCMOED TO READ AS PO g
" =if) DEFIRITIONS, - -AS n=ED IR TRIE
3 SECTIOM- -

={3) TEE TIER "HICFLSL DEFTRSH
ARTICLES® BAG TRE REANIRG CIVER TRAT
TEFA WY SECTION Gad g} OF TRIE ACT

{2} TAE TERN "RADE AVAILARLE" MERMS
TOAT A COOD FPAITA OFFFR IS MADE Y ™y
FEITED STRATRES TV FURMISH THE EXCFLR
PEFENSE ARTICLES TO A CURINTET

I X\J“‘-
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"(3) TAE TERM *MEMBER COUNTRY OF THE
RORTE ATLANTIC TREATY ORGANIZIATION
(NATO) ON TOE SOUTHERN FLANK OF MNATO'
MEANS GREECE, ITALY, PORTUGAL, SPAIN,
AND TURKEY;

“(4) THE TERM *MAJOR NON-NATO ALLY
OR THE SOUTHEASTERN FLANK® NEARS ISRAEL

AND EGYPT; AND
“(5) THE TERM "NILITARY ASSISTANCE

AND FIRARCIRG® MEANS MILITARY ASSISTARCE

AUTRORIZED BY SECTION 503 OF THIS ACT
AND FOREIGRN MILITARY SALES FIRANCING

AUTHBORIIED BY THBE ARMS EXPORT CONTROL
m--.
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OPENING STATEMENT -
genator Claiborne Pell

Forelgn Aid Mark-up a1t
March 6, 1987 3

?

This morning the Committee will mark up the foreign
assistance authorization legislation for fiscal year 1988 --
the International Security and Ceveleopment Cooperation Act of
1887. I am tabling & Committee print which will serve as the
mark-up document this year. This document is intended to
scrve as & bipartisan framework to facilitate Committee
consideration of these important programs. The Committoe
print is composed of the following major components:

== a program level freeze, offered on behalf of myself
and the Ranking Minority dMember, Senator Helms=, which freeszes
all mew authorlzations at the current level of funding. As
the firget item of busines= this morning, I am moving Adoption
of this funding mactk and want to indicate te the Committes
that if amendments are subsequently offered to increass
funding for a particular account, offsetting rcductions
eleevhere in the bill must be identified and a¢reed to. 1In
other worde, in adopting a freeze the Committee accepts the
current level of spending as the ceiling for next year's
authorization)

== gountry-level earmarks, aleoc baséd on a compromise
worked out between Senator Helms and mysell, will be the same
as those in existing authorization law, PL 99-83, but funded
at the current level of funding as provided in the FY 1987

¥
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-= a package of non-gontroversial items contained in the
Adminiskration's reguest has also been worked out betwaden the
Majority and Minority staffs. Theee items, a list of which
wes clrculated carlier last week along with the Committee
Print, have been incorporated into the print we are about to
coneider;

-- some two dozen provisions cffered by 13 committes
members are alsc incorporated in the Committee print., These
provisions, governing many subjects ranging from narcotics
control to population assistance, have been worked out in
advance of this mark=up between the majority staff and
Senators' own staff members.

Let me describe some of the highlights of the Committes
Print:

-- it freezes spending at the fiscal year 1987 funding

levels of $11.082 billien for bilateral aid and $949.3 million Y

for multilateral developmént banks;

== it provide=, as in previous legislation, for an
all-forgiven military and econémic aid pruoyram for the Camp
David accord participants; in addition, it provides for
ona-year forgiveness of all other Foréign Military Sales locans
as part of the joint mark offered by Senator Helms and myself,
Thie provilion.ia in part an outgrowth ¢f recommendations made
in past years by fenator Mutkowski and others;

== it restores the 7:10 ratio in military assistance for

Greece and Turkey, earmarks funds for Cyprus, and incorporatas
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the provisions of legislation concerning the use of U.S5.
military equipment for Tuckish troops on Cyprus intreduced
earlier this ceesion by Senators Fressler, Biden and mysel f;

-~ it containe two population policy-related provisions
of fered by Senator= Evans and Rassebaum which would clarify
v.§. policy on prohibiting funding for coerced abortlions, and
on funding practices for non-governmental organizations;

—- it includes the provisions of 5. 768, a bill I have
introduced, which updates AID's pollcy on private voluntary
organizations (PVO's)s

-- it contains the provisions of a bipartisan compromise
on Pakistan which permits a two-year Eymington waiver and
fences £100 million of the proposed military aid pending a
Presidential ¢ertiflcation on Pakietan's nuclear programi

-- it contains a bipartisan substitvte title for Africa
that hss been worked out by Senators Simon, Kasscbaum,
kennedy, Kasten, Danforth, and myself)

—— it reavthorizes Lhe Senate Drug Caucus and modifies
the Congressiona) review procedures on the Presidential
certification required by the Anti-Drug Abuse Act of 19B6;

- it establiches a new title on the Western Hemisphere
which provides for a limited waiver ch police training for El
salvador and Honduras, extends the autherization for the

Administratiun of Justice program, and earmarke military and
gconomic aid for Central America.
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In addition to the nine titles contained in the Committee
print, we will mark-up the Multilateral Devalopment Bank
legielation which will then be added as a2 tenth title to the
original bill to be reportad out by the Committee.

Let me say a word sbout the efforts of our colleagues on
the Budget Committee to formulate a Budget Resclution for
Fiscal Year 1988. As you know, several proposals have been
discussed which if adopted would have implications for 1988
funding levelc of the foreign asaistance programs. Some of
these proposals would require cuts deeper than those currently
envisloned in the funding level freeze in thls Committae
print. Once a Budget Resclution has becen adepted, T will onece
again convene this Committes to review the bidding on the
authorization levels cuontained in this bill which we will have
reported, and to discuss whether & Committee amencament
concerning funding levels might be necessary or desirable.

in closing my remarks, I want to stres= that this bill
represents a bipartisan, cooperative effort., While wé will
not all agree On every item or provisicm, Weé can ayree Lhat as
members of the authorizing Committee we all have a etake in
this process. It {8 my intention to move the process along
throughout the day until we complete action on this 1988
foreign aid bill.

1 am prepared Lo begin consideration of Title I ot the

Committee Print and will proceed with each title in the order

#

in which it appears in the print.

m
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[4) PH5 PINAMCIRG FOR 1BRAEL,--(1) NP THE TOTAL
AMOUNT OF CRRDITE EXTENURD pNuER SECTION 23 OF TOE
ARRS BXPORT CONTROL ACY, BOT LESE TOAW
£1,800,000,000 FOR P1SCAL TEAR 1900 BRALL RE
AVAILABLE DWLY FOR ISRAEL.

{2) TO TER BXTENT THAT TAE GOVERNMENT DF 18RAEL
REQUEETE TRAT FUNDE mi USED FOR EOCD
FORPOSES, CREDITS KADE AVAILABLE POR ISRAEL POREOANT
T0 PARAGEAPH (1) SBALL PR AVAILARLE FOR TOB LAVI
PROGRAN OR FOR AHOTBER ADVANCED FIGETER AIRCRAFT OR
FOR OTDER ADVAKCED WEAPOR EYETFMG, A POLLOWER

{») ©UP TO §1530,000,000 FOR FIGCAL TEAR 1388
EEALL BE AVAILABLE FOR RESEARCE AND DEVELOFRENRT IN
THE DNITED STATES.

{p} ROT LEES TRAR $300,000,000 FOR FIACAL
YEAR 1988 BOALL BE AVALLADLE FOR TNE PROCOREMENT IN
1§RAEL OF DEPENER ARTICLES NHD DRFEHSE BERVICES
{IMCLODING REEFARCHE AND DEVELDPRENT] -
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STAFF COMMENTS
Ttem 1.1. rin o

srasl, The

Committas print carried [Orwa [ L
£1.0 Billion sarmark of FHE GIH::I ;o:"l:::t;
and the $450 milljon esrmark within that amount
for the Lavi fighter jet preject or for smother
advencad Flghter alzeraft or for anothar advenct
wehpona Fyetem, The currant shrmark im only fou

tha Lavi.
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| SIAFF:  Ihe last qQuestion. Koy,

& Mr. Secretary, question from the recent past. It'a now
widely accepted that Saudi Arabia contributed at least 2320 million
to the contra account during a time when there was no official US

muney gulhg to them The State Department, I Celieve yourself,
certainly Mr. Murphy oftan denied that this was the case, or

;nrtaanly L{hat they had any knowledge of it. Have you determined in
the meantime how that arrangement came about? At uhafs J:ewsl in the . .
adminstration? And, also why you weren’t told about 1t?

CECRETARY SHULTZ: That, and countless other things connected
rui th the episcde we cornect, describe as the Iran-Contra Affair, is
baing investigated by a variety of groups. We are cooparating in
that investigation., I have said from the beginning what I know
about the subject to the varicus congressional, and other )
investigating groups and will continue to do so. ANd, they will
bring forward whatever they find on that subject, I am sure. ANd,
in the meantime, I will await their findings.
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ROGER HEACCCK"'"S TRIAL IS5 NOW IN PRCGRESS BEFORE A
MILITARY CCURT.HE 15 CHARGED WITH HEADING AN
ILLEGAL DEFONSTRATION OF WOMEN IN FAMALLA AND
ACTS OF INCITEMENT-.THE AMERICAN EMEASSY HAL: BEEN
NOTIFIED AND AN AMERICAN CCONSUL IS PRESENT AT THE
TR1AL .
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THE PRIME MINISTER

., Jerusalem, April 7, 1987

Mr. Jim Wright
Speaker
Congress of the United States

.House of Representatives

Office of the Speaker
Washington, D.C. 20515

Dear Mr. Wright,

I was gratified to receive your letter dated March 19, 1987 in
which you transmit the expressions of concern of Mr. Gerald Neumann of
Plano, Texas about the welfare of his children who reside in Israel with
their mother, Mrs. Gila Neumann.

Upon receipt of your letter, I asked my aides to look into the
matter and report back to me. Enclosed herewith is a copy of the report
on the case.

1 am sure you will appreciate the fact that a member of the
Government in Israel has no authority to intervene in duly conducted
legal proceedings. Having read the report, I doubt whether any
invervention is necessary in determining a fair solution to all the
parties concerned. '

With very best wishes and appreciation for your cern,

Sincerely 5,



Gila Neumann vs Gerald Neumann

The parties were married in Israel on November 10, 1975 and their son
Boaz Benjamin was born in Israel during August 1976. They
subsequently left for the U.S.A. on September 22, 1976, and their
daughter Michal Shiri was born on April 4, 1978, The entire family
returned to Israel on June 13, 1984, Shortly afterwards Mrs. Gila
Neumann filed suits for maintenance and custody of the children.
During 1985, she also filed suit for her own maintenance. In the
entire course of the proceedings, until very recently, Mr. Gerald
Neumann was represented by an attorney, Advocate A. Czertok of
Tel-Aviv.

On March 3, 1986 the Tel-Aviv District Court Judge Mr. Talgam
delivered a reasoned judgment awarding custody of the children to the
mother and determining the maintenance for the children in the amount
of $800 per month beginning on the date of filing suit (August 23,
1984), less the amounts paid by the father under temporary orders.
Mrs. Neumann was previously awarded a maintenance amount of $ 200 per
month under an interim order issued on December 25, 1985,

In the custody case, Judge Talgam directed his mind to one single and
paramount consideration - the welfare of the children. After
analizing in depth the reports of social workers in Israel and the
U.S.A. and the thorough examination and opinion by an Israeli
phychiatry expert and having conversed with the children in his
chambers ("...the children expressed their balanced but unambiguous
desire to remain in the custody of their mother"), the Judge added:
"...I feel sorry for the defendant who made sincere endeavors to
maintain a good and fair relationship with his children. It remains
but our hope that these endeavors will find a concomitant response in
the hearts of the children and in their conduct maintaining their
relationship with their father, as they no doubt really desire."

Mrs. Neuman's suit for maintenance on a permanent basis, beyond the
interim order, was set for March 30, 1987. In the meantime, Advocate
Czertok notified the court that he has no contact with his client and
that he was told through a third party that Mr. Neumann "fired" him.
On November 20, 1986 Judge Talgam released Advocate Czertok of the

-

s



W

Duty to continue representing his client, requesting Mr. Neumann to
notify the court of any change in his address for the service of
Court documents. The ruling (translated into English) was sent to

Mr. Neumann directly by registered mail, but returned with the word
"Refused" written on the envelope on April 2, 1987. A similar posting
by Advocate Czertak notified by the U.S. Postal authorities on the
21st and 26th, was returned on March 3, marked "unclaimed". See
documents appended.

I have been told by the Secretary of the District Court that in the
past, whenever Mr. Neumann arrived in Israel and deposited his
passport in Court (to prevent the possibility of removing the
children from the jurisdiction of the Court), he was given
unrestricted visitation rights to his children. Advocate Czertok
notified me that their is no court order preventing Mr. Neumann from
coming to Israel to visit his children without limitation. Evidently,
Mr. Neuman has fallen behind in his maintenance payments and fears
that his wife would take out an injunction preventing him from
leaving the jurisdiction until he pays the amounts due.

In short, Mr. Neumann has been given fair hearings. He has even filed
appeals in the past to the Supreme Court. His children appear to be
very much acclimated to their Israeli environment. There does not
seem to be any justifiable reason to take any further action in the
matter,

I am told that the American Embassy in Tel Aviv has full knowledge of
the case and can report to the American authorities whenever
requested,
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ARMY THEATER REPAIRS PROGRAM (TARP)

Enter at the appropriate place in the Bill:

Given the extensive experience available among certain US
Major-Non-NATO Allies (especially on the South-Eastern flank of
NATO) in the maintenance, repair and overhaul of US military
equipment, those allies shall be eligible to take full part in

this program (TARP) and to bid for contracts under it, for

execution either in Europe or, if better services and/or greater

economies can be achieved, in their own national facilities.

X




TARP (REPORT LANGUAGE ) /fj-g/n j/%

In the past, overseas contractors from countries such as
Israel have successfully taken part in the European Workload
Program, and it is the firm view of Congress that such
participation should not only continue but also be encouraged,
provided of course that the overseas contractor can meet on a
competitive basis the requirements of contracts offered by us
Forces in Europe, regarding quality, price, time-tables, etc. If
contracts are won by such a contractor, the work can be
implemented either in Europe, or - if better services or greater
economies can be achieved - in the overseas contractor's national
facilities. Clearly there are benefits to be attained by
implementing the work in Europe (proximity, decreased
transportation and other costs, etc.). On the other hand,
advantages may also be gained in executing work in countries on
the Socuth-Eastern flank of NATO. These countries are
geographically close to the southern flank of NATO, the US
equipment is extensively used and maintained by them; labor costs
in these countries are lower than in Europe; in certain cases
they have repair and maintenance facilities which are not
available in Europe (and at present US equipment needing repair is
flown back to the US); and the US Sixth Fleet (with its aircraft
carriers and a wide range of aircraft aboard) move freely and
close to the countries involved. Finally it is the view of this
Committee that alternative repair and maintenance centers close to
but not necessarily within Europe should be developed with a view

to possible operational needs in the event of military emergencies.

3




TALKING POINTS Y ﬂ/f@f/ga

V')
&

1) Israel has participated in TARP in the past, and the 4
Israel Aircraft Industries (IAI) has set up a repair and
maintenance facility in the Brussels Airport, Belgium.

2) Within this framework it has repaired and maintained us
Army and US Airforce helicopters in Eurcpe.

3) Moreover, it is currently working on US Navy helicopters
flown from Naples to Brussels for maintenance work.

4) The Multinational Forces and Observers (MFO) in Sinai (and
the large US contingent within MFO) use local Israeli facilities
for these purposes and are fully satisfied with the work done.

3) Recently the US Army has offered two large contracts
within the TARP framework - one for engines and parts, and the
other for helicopters - but contrary to previous practice, has
limited participation in them to NATO allies only, and even
prohibited sub-contracting outside of Europe.

6) These growing administrative restrictions on TARP lower

its competitive threshold, without guaranteeing better results.
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ISRAEL AS A MAJCR NON NATO ALLY-A STATUS REPORT {fjﬁ
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Presented by Hanan Alon, Director Foreion Affairs,!MOD

JPMG 7 - APRIL 8, 13937

- - S —— -

Mr. Lehovich, Ambassador Pickering, Mr. Ivry, Friends! *

I would 1ike to brief you shortly on the status of recoanizing
Israel as a Major Mon MATO Ally and Friend.

Although this issue is a JSAP agenda item, we believe that the
JPMG should be briefed for two main reasons:

First being recognized as a MNNA is another milestone in the .
development of the US-Israeli relation, with strategic implications.

Second even prior to the formal legislative recognition, Israel,
de facto, within the framework of this group, became a NNA, as exemplified by
the following elements:

* A signed detailed COCP with USEUCOM;

* Combined exercises;

* A Host Nation Support and Prepositioning Agreement, between
our Governments.

We do have, in fact, many elements of a treaty yet without political
complexities which characterize formal alliances.

With your permission, I would 1ike to elaborate on the non JPMG .
aspects of being a MNNA.

The term was coined by DAS Bill Schneider and Director DSAA General
Phil Gast durino the September 1986 JSAP meeting in Washington. We, on our
side, came up with the idea of getting equal treatment like US-MNATO allies,
with regard to a number of issues related to R & D cooperation, NRC waivers
for military Procurement, cost of training, etc.

The term "equal treatment" or "Natoization" disappeared and MNNA was
born.
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The JPMG decided, last September, that "within the framework of
treatment as Major Non Nato Ally and Friend, the United States appreciates
the importance Israel attaches to examining means to enhance security assistance
without increases in appropriated fund levels." Accordingly, the U.S. has

agreed to extend to Israel additional benefits with respect to our security
relationship.

In this context, the U.S. undertook to, suppdrt a number of Tegislative
initiatives, as well as some additional steps. Most of the tasks which our US
friends undertook upon themselves were completed.

| Leasing

a. The relevant legislation for leases of defense equipment on a no-
cost reciprocal basis was passed in Congress for one country and
one year. Unfortunately our request for the lease of Cobra helos b.
turned down due to U.5.A. mobilization basis concerns. i
Alternative lease items are in process. I saw last week that the
M.E. & Europe Subcommittee of the Foreian Relations Cormittee in
the House of Representatives recommended to extend this option in
the Taw for two additional fiscal years.

b. The U.S. also undertook, in this context, to support Tegislative
changes at the earliest possible opportunity to permit the use of
FMS credits for lease of materiel which DOD can make available from
its inventories and: to explore positively the question of FMS-
financed leases directly from commercial suppliers.,
These issues are still being worked by DOD.

2. Arms Cooperative Opportunities .

The U.S. undertook to support extension to Israel, as well as others, of
legislative provisions related to arms cooperative opportunities documents,
including appropriate consideration of NATO military trainina pricing and
reciprocal quality assurance arrangements.

Legislation on cooperative Research & Development' with MNNA (the Warner -
Nunn Amendment allocating $ 40M for cooperative R&D on a non FMS cost |
sharing basis was passed last October. We have discussed the implementation

of this legislation with Deputy Secretary Taft, and 11 candidate projects
were passed to the DOD for review. ¥
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- Another Tlegislation in this context, on cooperative projects, allows

the President of the U.S.to arant a waiver, and enter into a cooperative

project agreement, with any friendly couhtry Not a member of NATO for

R&D, testing, evaluation, or joint production of certain defense articles.

This legislation shall be implemented under the US-Israel MOA/MOU, and
opens options for the future.

Revision of the MOA
As agreed in JSAP a new MOU is under way to parallel NATO Annexes.

In this context it was agreed in the last JSAP meeting to enhance
Israeli Defense Sales to the U.S. and in particular the U.S. agreed to
consider, on a case-by-case basis, Israeli request with respect to
certain operational readiness restrictions in U.S. contracts for service
and maintenance of equipment within the NATO theater. :

Unfortunately Israel was turned down, or not permitted to bid in a
few USAF and USA Maintenance Contracts in Europe,

Since 1981, the Department of Defense has allowed European contractors
to bid on maintenance contracts for aircraft, helicopters, and other
equipment that the U.S. military stations abroad. Israeli firms were
until recently permitted to bid as subcontractors to European companies.

But recently the departments of the Air Force and the Army have effectively

eliminated Israel's ability to compete for key elements of the European
Workload Program by adopting restrictive administrative regulations.
What Israel seeks is the right to compete equally with European supnliers

We see no breakthrough in this area. We also do believe that including
Israel, or alternatively MNNA countries, as eligible for maintenance of
various U.S. military equipment on its/their territory, might be
promising. We would like to pursue this avenue.

Acquisition and Cross Servicing Aareements

This legislation enables Israel, within the framework of the Host Nation
Support and Prepositioning Agreement (HNSAP) to render services directly
to EUCOM;as discussed before, we shall begin negotiations, shortly.
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ATBM

The Quale Amendment allocated $ 50M for joint development of antitactical
ballistic missile systems. Mr. Rubin briefed us on the progress made, in
this field.

CD1I

Another important legislation vhich does not refer specifically to Israel,
or MNNA countries, is the Conventional Defense Initiative, and the
balanced technology initiative. Although not mentioned in the law, the
conference report mentions Israeli projects as potential candidates. He
would 1ike to include Israel, or MNNA countries, to be eligible to
participate in CDI programs.

R

Israel agreed, in the last JSAP meeting, not to seek a waiver in FYBE
of nonrecurring costs with respect to equipment purchases,as done in
the case of NATO countries. This issue will be discussed in the coming
JSAP for FY 89.

SDAF

In the last JSAP the U.S. has agreed to take Israeli procurement
requirements, to be furnished by Israel, into full consideration with
respect to FY87 and subsequent SDAF procurement plans. We realize that the
ball is in our court. General Shamir will present the status on this
subject, shortly.

We are grateful for the U.S. support in all the MNNA issues described,we
do believe that being recognized as MNNA will affect positively nurnem.
aspects of the US-Israeli Defense relations. We do realize that the MHNA
concept has not sunk, yet, in all defense agencies,for example, a joint
precision optics technical group, recommended, to Deputy Secretary Taft,
to restrict procurement of precision optics elements from foreign sources.
These restrictions are proposed to be even more comprehensive than any
earlier version, since they will affect every single element throughout
the entire optical spectrum, as well as materials utilized for such
elements.
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These restrictions do not correspond,to our opinion,with the spirit
of recognizing Israel as a MNNA. It may seriously affect our
participation in Nunn Joint RAD projects, ATBM and other initiatives.

We have appealed to Mr. Taft, and would 1ike to seek your support
on this matter as well.

SUMMARY

To sum up -it will take both the US and Israel some time to digest the
idea of a MNNA, and explore possibilities to give significant content
to the title. At that time the MNNA may even be promoted to the tank of
LTCOL...

i

Thank you!
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M W APPROPRIATIONS WILLIAM H. GRAY IlI AP M.

- BUBCOMMTTER OM TRANBPOATATION ISTRICT, PENNEYLYANLA O 204 Cusnon Houss Ormct Busows
% SUSCOMMITTER OM FOREIGN DFERATIONS 2D WamnmaTon, DC 10818
3 [—— (203) 2284001

e Y Congress of the United Htates T v

DISTRICT OF COLUMBIA (] 8783 GammanTows Avewn

oty Bousge of Representatibes P 181
DR e N S ashington, BE 20515 o uu;_“ :Eﬁ.;..
O 22 M. B2p STeaET
Pavassirsm, PA 10138
@18) 4784728
March 16, 1987 h( 6/4
k-
The Honorable Yitzhak Shamir v < (?’34

Prime Minister of Israel
c/o His Excellency
Mr. Meir Rosenne
Amassador
. Embassy of Israel
3514 International Drive, N.W.
Washington, D.C. 20008

Dear Mr. Prime Minister:

I am writing in reference to a former constituent of mine,
who is now living in Israel - Mr. Roger Heacock.

Wr. Heacock, who was arrested and charged with leading a
demonstration on the West Bank, maintains that he is innocent.
dis trial, I am told has been set for March 23, 1987,

These developments have been a cause of great distress to
the Heacock family, who reside in my Congressional District.
Likewise, | too, am quite concerned regarding the fate of my
former constituent.

I would appreciate being apprised of developments as they
. unfold, and | seek your assistance in protecting the rights of
this American citizen.

Thank you for your assistance.

Sincerely, e,
/Wf——ﬂ
I

William H. Gra
Member of Congress

WHG: hdr %,
cc. Marion Heacock

THIS STATIONERY PRINTED OM PAPER MADE WITH RECYCLED FIBERS
e e e = e
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March 11, 1987

The Honorable George P. Shultz
Secretary of State
Washington, D.C. 20510

Dear Secretary Shultz

On behalf of the Jewish Labor Committee, I reaspectfully urge
you to resist any attempt to deny "political refugee" status to
Jews leaving the Soviet Union.

As the historical and continuing haven for the dispossessed,
the United States has had no peer. We are mindful, however, of
the tragic consequences of decisions made during World War II
which prevented many refugees from the Nazi{ Holocaust from
entering the U.5. That period taught us the dangers which occur
when doors are closed.

The American Jewish community is prateful for the
Administration's unremitting efforts on behalf of Soviet Jewry.
But blocking the entry of Jews from the Soviet Union -- as some
have suggested be done -- would undermine the strong record our
country has built in working for their release. Denial of
refugee status to Soviet Jews could become a atepping stone to
more exclusionary admission policies toward refugees.

For the reasons outlined above, the Jewish Labor Committee,
itself involved in the rescue of Jewish and non-Jewish trade
union leaders from Nazi Furope, opposes any effort to deny
refugee status to those freed from the U.S.5.R.

Sincerely yours,

Herb Magidso
President

opeiu:l53
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WEISS, Leonard, minority staff dir., Subcom. on

Energy. Nuclesr Proliferation and Govt. Processes,

Senate Com. on Govarnmental Affairs. Home,

v 11707 Auth Lane, Silver Spring, MD 20902 . Born

q /\f /f) J: March 14, 1934 in New York City to Max and Sadie
o {Alberl) Weiss, Married June 15, 1958 10 Sandra

Joyce Aaynes. Children: Madslyn Ruth and Eugena

'I'IE'J Ll el Steven. City Coll. of Mew York, 1953-56 BEE .

Columibia Univ., 1857-59, M SEE ; Johns Hopkins
Univ., 1968-62, Ph.D..; Alfred P. Sloan Foundation
Ressarch Fallowship; Sigma Xi. 1962-84, staff sci-
entist, Ressarch Inst. for Advanced Studies; 1964
69, assoc. prol,, Brown Univ,; 1969-77, profes-
sor, Univ, of MD; 1970-77. ressarch marthemati-
cian, Mavsl Research Laboratory; 1977-81, stalf
dir,, Subcom. on Energy. Muclesr Prolderation &
Federal Services, Senate Com. on Governmental
Afmirs, Member: Amer. Assn. of University Pro-

fassors, Institute for Electrical and Electronic

Engre.. Amancen Mathematical Society; Society

for Industrial and Applied Mathematca; Amencen
7 Sociaty for Engineering Education
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15th March, 1987

The Honorable Members of the United States Senate:

Senator Rudy Boschwitz
Senator Chic Hecht
Senator Jesse Helms
Senator Bob Kasten

Washington D.C. 20510
United State of America .

Dear Honorable Senators,

1 received your letter regarding the Machanaim (Chabad)
education network of Kiryat Gat. 1 would like to thank you for
your interest in this important institution.

While I would very much like to heed to your request, I am
unfortunately bound by a decision taken by my predecessors, to
cancel the "matching system" of fipancing projects in Israel.
Heeding to one such request would clearly cblige me to agree to
other similar heartrendering requests which we are forced to
reject as a Tesult of the difficult and distressridden

budgetary constraints we face and which you are certainly
familiax with.

I trust you will understand this situation.

Sincerely yours,

Moshe Nissim
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- Tel Aviv, Israe]

His Excellency
Moshe Nissim
Minister of Finance
Jerusalenm

Dear Mr, Minister:

message to you, A Copy will also be given to Rabbi Wolpo

of Kiryat Gat, -
"The Honorable Moshe Nissim 44

Minister of Finance
Government of Israe]

Assistance Bill in the Senate Foreign Rela
Committee, this Particular Project is very
mind, Hope to hear from you soon,

Kindest regards,
S/ Jesse Helmg"
____————______

With warm fegards,

Sincerely,

Thomas R, Pickering
Ambassador
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ETAT RABBI SHALOW WOLPO

EXECUTIVE DIRECTOR

MACHANAIM HIGH SCHOOL

POB 25

KIRYAT GAT

HAVEZ NOT RECEIVED REPLY TO OUR LETTER TO YOU DATED DECEMBER 23 2%
DO NOT MEAN TO INTERFERE IN THE PRIVATE BUSINESS OF THE STATE Ur

I SRAEL HOWEVEZR ARE IN HOPES THAT YOU WILL PARTICIPATE FINANCIALLY
IN CONSTRUCTION OF THE NEW HIGH SCHOOL BUILDING OF THE MACHANAIY
CHABAD EDUCATION NETWORK OF KIRYAT GAT

WANT YOU TO KNOW OF OUR CONTINUING INTEREST IN THIS PROJECT
GIMCERELY

SENATOR CHIC HECHT
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LLE T
.ﬂ"lﬂﬂ. HOUling AND UABAN AFraing
LT T4 AND Hi!!!ﬂ-'-l. Alsounciy
BILECT ComauiTran on Inrtwuconer

c!Hniml Dtates Senate

WASHINGTON, DC 205 10

NDecember 2, 19gg

The Honorable Moshe Nissim
Minister of Finance

The Knesset

Jerusalem, Israel

Dear Mr. Nissim:

You are doubtless aware

the United States Agency
Machanaim (Chabad) education network of
high school building.

This high school
Machanaim,

Kiryat Gat

of United States

had remarkable success in educatlng over 1,000

young
Israel, with tie

and moral {deals.

As close friends of Israel standing
whether |n
areas,

are now
during 1987.

ever ready to su

our efforts that this

Tnternational Development to the
Kiryat Gat for

\
N\

-— |m~\
300 oo Suns
170N 184.8007
in 1986 by

was founded by the United States branch of
citizens have moved to
Judging Ffrom Personal
the Machanaim schools have

People asg

highest democratic

pPport her,
allocations for ald, or in other

graift was awarded,
allocation of $200,000 for Machanaim

We

In view of the enormous operating costs of Machanaim's quality
education, we feel that the Israeli Government, too, should

contribute to this important educational project,
that our own two-year allocation be matched with
Government allocation of $400,000, 1n addition to
Machanaim's huge day-to-day expenses, this sum wil]
burden of debt, which threatens to strangle no
devalopment, but actual existence of these excellent

Considering our past record

f_support for
and our Intention to continue

We would hope
an Israeli
contributing to
help erase
t only future

schools.

---"'"Frr.-ﬂ

Israel in the Senate,
this so-needed support In

the

future, we hope we can count on the Israeli Government tp do all

Thankina you in advance for

f‘]

your kind consideration.

infdrely,

t

Serflator Jessge Helms
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. Congress of the Lnited States oo
o Fouse of Representatives i ooy

— Washington, B.C. 2051 i
"'“:::"' January 19, 1987 —

D aba 9, mam yresmy
SEREVA, WEW YORT LSl
LR IT AT S

Hon. Moshe Nissim

Minister of Finance

c/o Embassy of Israel

3514 International Driwve, NW
Washington, D.C.

Dear Minister Nissim,

I am writing to you about the Kirvat Gat High School. This
school 13 part of the Machanaim - Chabad education network.

An American branch of Machanaim has founded and staffed the
school with U.S5. citizens. The U.S. government is most impressed
with the remarkable success of the Machanaim system of education E
and has made a strong financial commitment to the new school. In
1986 the U. S. Agency for International Development awarded
$200,000 to Kiryat Gat to help in construction. An additional :
$200,000 award is under consideration this year.

I would respectfully request that the Israeli government consider
matching the U,S. funds. This would help to ease ths burden cf E,f’ﬁ

EEEMEHIEEEET§?th prevent the threat of closin ting schools
and ensure e continuing quality education the Machanaim system
can provide Israeli youth.

Thank you.

JK:inas
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i sommelon oubaxs | Toad Coran . Rnited States Senate

LAY, WERMONT ALTONEE M DAMATO, WIVe YOR

ol g - wamnin moMAN :grf-::uu-:lll COMMITTEE ON APPROPRIATIONS

sl D COssE W, ARIONA FLELY
=u BUME RS AL AL PITE ¥ BOMINICI WiW MIXICO WasHinGTON, DC 20510-8025
FRasm B LAUTEMBESG Miw JIRBLY CHARLES | GRAZBLEY. iDWA
L B ] oM Ll DRLAHDWA
BAABAR & LA BEL MARTLAND
ANTY LI, WEYADA

PRANETE J BULLIVAN, WTAFF DORECTON February 12, 1987

4 ERITH EUWNEDY. NORITY BTAFF DiRICTOR

Honorable Mario Biaggi
U.5. House of Representatives
Washington, DIC. 20515

Dear Co iaggi:

Thank you for your recent letter on behalf of the Machanaim Education
Network. The Senate Committee on Appropriations has not yet held a hearing
on the fiscal year 1988 American Schools and Hosplitals Abroad program,
When we do have our hearing, and when we mark up the FY 1988 Forelign
Assistance Bill, you may be assured that we will keep your interests in
mind.

1 appreciate your suggestions and your interest in this worthwhile
project.

rman, Subcommittee on
Foreign Operations

1

—— .
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15th March, 1987

The Honorable Members of the United States Senate:

Senator Rudy Boschwitz
Senator Chic Hecht
Senator Jesse Helms
Senator Bob EKasten

Washington D.C. 20510
United State of America

Dear Honorable Senators,

1 received your letter regarding the Machanaim (Chabad)
education network of Kiryat Gat. I would like to thank you for
your interest in this important institution. il

While I would very much like to heed to your request, I am
unfortunately bound by a decision taken by my predecessors, to
cancel the "matching system" of financing projects in Israel.
Heeding to one such request would clearly cblige me to agree to
other similar heartrendering requests which we are forced to
reject as a result of the difficult and distressridden
budgetary constraints we face and which you are certainly
familiar with.

I trust you will understand this situation.

Sincerely yours,

Moshe Nissim
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Anendment to Waive Research and Development

Recoupment Charges on U.S. Financed Sales ?f: ﬂ

The Arms Export Control Act is hereby amended by iﬂding

Amendment :

Ll

the following new subsection to Section 21:

“2l(e) (3) The charges which would be cunlid-r-l.npprnprilte
under paragraph (1) (C) shall be waived for all llltl

which are financed by funds made available in s-ctiun

31 or this act or by Section 504 of the Foreign ll.iiltanﬂ-

Act of 1961, as amended."™ =

‘

-
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secoupment of Research and Developinent Cos<s for f%
A1)

U. §. Financved Sales

Currently, the Arms Export Control Act requires. that a charge
be assessed on all sales of military equipment to help repay
original U.S. government irnvestment in research, development,
and production costs of the eguipment in question. Such charges
are separately calculated for each major equipment type, based
on the total surk costs of the government for the systenm,
and on the total sales, domestic and foreign, which are
anticipated for the system. Overall, charges average about
5% of the selling price.

The reccupment charges are generally returned to the Treasury.
They can zlso be used directly to purchase gocods for the Special
~Defense Acgquisiticn Fund (SDAF), but currently the SDAF overall
authority has been frozen, and receipts for purchases from
the SDAF should be adeguate to make new acquisitions to
replenish the fund. In budgetary terms, charges assessed
for R&D recoupment, whether from purchases made by governments
using their own funds, or from purchases financed by U.S.
government funds, are shown as "negative outlays®™ in the
defense, or 050 account.

The Arms Export Contrel Act provides the President with
avthority to waive such charges for sales of equipment to
NATO countries, if such sales promote the objective of
standardization of NATO military equipment. MNo such authority
is available for other countries.

The amendment would automatically waive such charges for sales
of equipment which are financed by FMC credits to MAP grants.
Such a provision would mean that funds authorized and
appropriated to assist friendly countries meet their security
needs would actually be used for such purposes, and not used
tc repay old research and development costs which were
originally authorized and appropriated strictly on the basis
of meeting U.S. defense needs, In essence, such an amendment
would either allew the purchase of more goods for the same
money, cor for a modest reduction in assistance while still
maintaining the same amount of security support. Equally
important, the public would have a more accurate idea of what
was actrally being spent for security assistance purposes,
without the current transfer from the security account to
domestic defense account.

2

4
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It should be noted that the amendment only waives E&D reclupment
for U.S. financed transactions. Thus charges woulé be cartimoes
on eales, whether made through the Pentagon or Sireug:
commercial channels, which are paid for by foreign govements
or. which are commercially financed. This means that Comtries
such as Japan, Korea, Saudi Arabia, Switzerla=d, ané EATD
countries (unless waived under the NATO waiver autiority)
would continue to help pay the costs agsociated witsr s
research and development expenditures by the U.S. govVernmest .
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FUNCTION 150: INTERNATIONAL AFFAIRS <r

e The Committee plan assumes §16.35 billion in budget aythority and 316.20
pillton in outlays in this function for fiscal year 1988.

e The plan continues the scale down in forefgn assistance funding which was
initiated by Congress last year. However, sufficient resources would be
available to fund security assistance commitments in the Middle East and
to provide for foreign sssistance to countrias where the U.S. has
mnilitary base rignts. )

& The plan 3ssumes continued funding for the Export-Import 3ank direct loan
program and other export promotion programs at apprunimatllr last year's
level. The plan does not assume the President's proposal to reduce

outlays By selling §1.75111ion in Export-Import Bank loan assets in
fiscal year 1988.

] The plan assumes that the fund1n§‘1eue1s recommended for these programs

in fiscal year 1988 will be continued in fiscal year 1989 and 1930, with
appropriate adjustments fpr inflation. '
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Defense
Non-Defense
e savings

e re-prioritizations

Revenues *

-B.75 -10.85
(-10.20) (-13.70
(+1.45) (+2.85
-18.00 -19.00

IRS Agents (revenue net of added cost) -1.40 =-2.25

Debt Service Savings

Subtotal

President's Assumptions

Total

-1.3ﬂ _‘iZE

- -

* Shown as minus because they reduce the deficit.

e -

-14.70
) (=17.90)
) (+3.20)
-20.00
-2.45
-7.85
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- DONALD F. WRIGHT, President aad Odgf Operating Officar -
WILLIAM ¥, THOMAS, Edier and Excuche Vice President
uu:l:.ﬂtﬂmzmvhmm
LARRY ETRUTTON, Zucuine Vice Promding, Operations

flos Angeles Times | ——

A Thooss Mirror Ne=ipipet

BOSWELL, Vier Prevident, Employer and Pyblic Relarions
WILLIAM A. NIESE, Vige Prevident ond Genernd Courcd

blls m;mmnﬂ-ﬂﬂﬂnﬂm

HARRISON GRAY OTIS, 181817
HARRY CHANDLER, 19171544
NORMAN CHANDLER, 5 1 P60
OTIS CHANDLER, /9601580

GBORGE ). COTLIAR, Managing Eder
ANTHONY DAY, Editor of the Sdiorisl Pages
JEAN SHARLEY TAYLOR, Associan Edisor

flonor and Dishonor

The rergnation of Col. Aviem Sella s the
commandent of & major Israel! ar force base
seprecents the sacrifice of = brilant mihary
career bu; does nothing to settle an oulstanding
political problem. Seils is known to Israells as an
wir ace and a computer genius who has performed
heroic services for his country. He is known to
Americars as an indicted forelgn agent who
rescived highly secret US, intelligence data from
Tansthan Jay Pollard, & elvilian analyst for the
Navy whe wes sentenced to life imprisonment
ufier he was caught apying on lsrael’s behalf Sella
etepped down es an act of patriotiem. Maanwhile,
Teraell pottical Jeaders who bear the ultimate
responsibiity for the Pollard case continue 10
realst pressures 10 acknowledge honesily what
they knew and did.

From the beginning, the highes officialy in the
Ierasli govesnment have stood Log*ner behind the
clalm that they knew nothing of Pellard’s recruit.
ment and never thought to Inquire into the source
of the valuable information that he provided. With
this clair these cfficials—who include Prime
Mirister Yishak Shamir, Foreign Minister Shimon

Peres and Defenise Minister Yitzhak Rabin-—seek
to evade what in fact is unevadsble ministerial
resporabllity, In ordinary circumslances an affair
of this magnitude, the worst breach of trust wver
in the U.8.-lsrael relationship, would have almost
sutomatically led to the eollspse of the govern-
ment But because thal government i & coalition
on whose survival mey well rest the political
careers of its top three officlals, ranks have been

¢losed and stonewaling has become the order of

the day. :
Israel gave only perfunciory official cooperation
to the US. irvestigation of Pollard Ity highest

political leaders are new accused of much the sme -
behavior In response 1o & Knessel intelligence
committee investigation of the case. Harsh accusa- -

tlons="lies” and “whitewash"—have already
leaked out of those hearings. Col. Sella said in his
letier of resignation that he scied out of concern
for the deteriorstion in U.S.-lsrael reletions. He
responded (o Lhe dictates of honor. That is a valve
that his political superiors, who appear lo have

dene &ll in their powe 10 obscure the ruth, have |

yetto flc: up to.
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g Soviet: No Agreement Set With Israel |

Reciprocal Visit by Consular.

" By Celestine Bohlen

i Washmgton Fost Priroig: Berve
MOSCOW, April 2—A Soviet

gpokesman. today denied reports

that the Soviet Union and [srael

have agreed to exchange official
delegations, although he said a So-
viet consular team Is heading for
Tel Aviv soon. \
A reciprocal trip by an lsraeli

delegation here is ruled out because
lsrael has neither property nor cit-
izens resident in the Soviet Union,
spokesman Gennadi Gerasimov said
in a statement,

The Soviet statement leaves the
official status of the Soviet-Israeli
dialogue where it waa [ast summer

when an initial round of talks in Hel-

sinki broke off after 90 minutes.

The Soviet Union has pushed for
a consular visit to lsrael in order to
clear up the title to property heid
by the Russian Orthodox Church
and to look after concerns of Soviet
citizens living in [srael.

Gerasimov today would not give

a departure date for the team of
“*consular workers,” which he said
was headed for larsel with & "nare
row technical task.”

The report of an exchange of del-
egations came [rogn &n interview on
‘lsraeli radio with lerael's mbdssa-
dor to Washington, Meir Rosenne.
It was followed by an Israeli For-
eign Ministry announcement yes-
terday.

The Soviet statement today ine
sisted that Moscow's position at
Helsinki had not changed during
recent contacts, in which it noted
Rosenme had taken part, .

Gerasimov said any implications
of a change in Soviet policy toward
lsrael were designed “to cause
doubts among the friends of the
Saviet Union about the latter’s cons
sistency.” Moscow's Arab allies
have been concerned that & change
in Soviet policy toward lsrael could
affect their tion, particularly if
it leads to a large emigration of So-
viet Jews to the Middle East.

[Thlerael, Foreign Minister Shi-

' :'ﬂgatian Is Ruled Out

. mon Peres said lsrael would allow a
visit by a Soviet consular delegation W
despite Moscow’s refusal to permit §

Israeli officials © make & leciprocal §
trip to the Soviet Umon, Reuter ||
reported. *] don’t think that one
must turn the reciprocity Issue into
an issue of ultimatums,” Perea.said.
*“We told them we will accept their

' delegntion. We hope they will ac-

cept our delegation.”]

Gerasimov, who heads the infor-
mation department at the Soviet §
Foreign Ministry, also said no of- J
ficial pledges on increased Jewish [
emigration had been given to two
North American Jewish leaders who
visited here last week, : '

“Soviet officials listened to re-
quests, but nothing concrete came
out of these talks,” said Geraatmov,
who noted that Edgar Bronfman,
chairman of the World Jewish Con-
gress, and Morris Abram, chairman
of the National Conference on So-
viet Jewry, had come to Moscow on
a private business Lrip “at their own
initiative,"

SRR TR
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Soviet

Denies Any Deal '. [

- With Israel and on Jews

By HENRY KAMM
Bpacial s The Mew Yerk Times

MOSCOW, April 2 = The Boviet

Unica M{.‘ﬁ Ill“rnu assartiona| H

that there reement on

. GeTammow
lwmmn;:rm Ir Eam-
thuwuwhﬂﬂthml-r

procity of visita :

“If be sadd thar" Mr, gerasimov
said, “'we are surprised, because there
areno for such a statement”

Mr. simov said the Soviet con.
sular team would study the situation of
Soviet citleens and Soviel-owned real
estale in Isrsel There are about 2,000
Soviet clieens In Jersel, many con-
nected with properutes heid by the Rus-
sian Orthodox Church. Soviet Jews who
emigrate o [srael are reguired (o re-
nounce their Soviet citizenship before
leaving. d
5 ‘We Turmed This Down'

. The spokesman sald Israel had no
permanent residents or real estate in
the Soviet Undon that made an laraell
consular mission necessary. lsraell of-
ficlals sald Wednesday that several
Arab clilzens of lsrael wers su at
Saviet universities. The officials said
[srael also wanted 1o inspect the bulkd-

of ILs former embassy,

"We turned this down," Mr. Gerasi-
mov said

&
Although emigration from the Soviet
Union {8 generally restricted, Jew
have been permitied Lo leave
siantial pumbers over tha

1979, and then
picking up again s
American Jews
talks with the Soviet Union Said this
wesk that gs many as 11,000 Jews

would be allowed Lo leave this year,
sild aleo that Inetead of fying
from Moscow to Vienna, where most
Jewish émigrés seek admission to the

Umwd!mmnuwadofﬁmmm Is-|

rael, Soviet Jews
be required to go first to Israel via
Rumania, This would keeping
#ilht‘ﬂt “ﬁu h:: the [erael Gul;;m
men bean objec to
Soviet Jews’ practice of golng directly
to the United States.

Mr. Gerasimov, commenilng on
these reporis, sald that emigration re-
quests under & new Jaw were being
Judged on an Individual basis and that
the Soviet Union could not guaraniee
an emigration quota for any particular

“] can m]g'lell you that these appll-
callons are being considered in & posi-
tive way,” he sald, adding thht there
wers barriers o emigration for paople

Recalling an incoonclughve meeting | who had hmuxpuedtﬂl_m:n:t infor-

565 s o ORI
ML (18 D il

hﬁ'hc visilors were o
s Sae

on for m problem was
reached, the sooner normal Soviel-le-
raell relations could be established, |
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THE CHRLSTTAN SCIENCE MONITOR "l

2 Ysrael, the US, and the high cost of miscalculations

By David Saith

lﬂ!ﬂ!thlmmmlﬂdm
m threstrmed not 30 masch by the reoend SequeToe
events — Irangaie and the Pollard ::Il.':u‘_r—anh!'l:

Lbva Follara's esmonage 18
JoeErTEReTS 35 3 OKEE OperKion. Tet i has o be seen in

“he congext of 2 seres of lyaeli actons n the 1980
thmlﬁimmmhuﬂuﬂ
Amencon lives

bwraen’s | 982 inwamon of Lebanoa drew LIS troops into
i reERE WILH (s COMGIETCr. A
e 115 megotoied luaei's withdrawal from that consery
-qﬂrn-ud_-pu-ﬂunu-npﬂhﬂiullhﬂﬂi
revual 0 adbere 10 2 EetaTde.
" berme’s xooresonmerx of Lesanese satonals, and thesr
traoeder 1o lsraek ks in destance of the Geneva conven-

uummmmnmm
TWA during which 39 Americans were held
hostage for

frael's detention of Palestinians was repariedly the

of mhhﬁﬂ:dmm perofiessors in

wh&lmwmﬂ

mmnmwn-nm
hcthcﬂ.th'ﬂnﬂiﬁtiﬂnﬂlmhhﬁ

pﬁzﬂhﬂ::ﬂ-hﬁ-m&ﬂ.

raiher to ebtain the reboase of IS hostages.

And Mr. Shacnir s adaonently Lbe wies of sm
mnbrudied [srasll mquiry o the Pollsrd scamdnl Mo
seema to mgore the 2kmost meviiahic backinsh.

In the cumtext of events durmg the 1980s, s official
Irachi mvestugatios min the Pollard affsie ar a2 full
m#dltm-ﬂfsmh:hﬂuﬁ-uﬂlﬂl-l
hmk-ﬂmhumnﬂ-m‘l
resiginancn of Col. Aviem Seila, the lsraeh Ar Force

rusalens this seonth o urge (il and frank disclosere om
mm“mm-&mﬂ-
thons (o lsraed's long-texm need for & fresh start. larael
sk, etead condort 3 Teassessment of s relstiowshop
with Washington, For the allisnce o be of losg s
valoe (o both, the US bes t ayoy credibility with the




T0: Asher Haim
FROM: Bob Zassler
DATE: 2 April 1987 095

RE: Press survey

An examination of recently-published articles relating to Israel for-
warded to us by the Consulates yields the following data:

As expected, the vaet of the articles deal with the Pollard affair and
its aftermsth, and the vast maejority of these articles are either terrible or
just plain negative. Over 130 articles on the affair have been collected, and
of these at least 100 could be considered damaging.

The Pollard affair so overwhelms the lsrael-related news that the next
most-reported subject, the relationship between U,5. Jews and lsrael, was the
focus of only five articles! (and in all likelihood, &1l of those five were
stimulated by the Pollard affair).

Israel-South Africa attracted three articles (two negative, one more or
less parve, none positive). The Lebanon hostage situation attracted two
articles, both urging lerael not to give in to blackmail, Vanunu, fading
quickly from the headlines, attracted one article (negative from Israel's
view), and Demjanjuk attracted ome as well (also negative).

The Pollard-related reporting was sometimes cruel, but always blunt., The
Christian Seience Monitor, for example, stated that "Israsel's obsession with
security sometimes borders on irrationality." The Cincinnati Post was re-
strained, stating that "Israel's handling of the Jonathan Jay Pollard spy
case is beyond comprehension.” The Chicago Tribume spared nc words, stating
that "when it comes to suborning treason against an ally, a line has been
crossed and a relationship changed. The lsraeli government cannot expect this
country to overlook the crime., Having been unexpectedly and brutally kicked
by a supposed friend, one takes precautions against being kicked once again,
even at the risk of being called unfriendly," A columnist for The Detroit
News used the occasion of Pollard's sentencing to call for en end te American
aid: "America has a special interest in helping lsrael militarily to defend
{tself -- but artificially propping up the average Israeli's living standard
and giving Israeli politicians billions to burn i not in our interest."

Perhaps most rapresentative wase Pollard's home-town newspaper, The South

Bend Tribune:

"Igrael has treated this nation in a manner 8o high-handed that it
defies explanation. Its leaders embraced America, its chief patron in the
eyes of the world, at the same time it was cynically exploiting a source of
sensitive and secret information, American protests and indictments receive a
brush-off. . . This attitude is not only reprehensible, but dangerous as
well, American public opinion has been essential to U.S. aid to lsrael. . .
But friendship is built on trust and no one can deny that this trust has been
badly shaken. It is the anclent story of having it both ways at once. The
spying was ill-conceived, contemptuous and contemptible. . . The subsequent
reaction of the Israeli government is unacceptable.”

¥
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Israel's Response to the Administration's Report on South Africa:

In recent monthe, Israel has been very sericusly considering its
policy on South Africa. On March 18, the Israell Cabinet decidec
on a series of measures which were the next day announced by Vice
Prime Minister and Foreign Minister Shimon Peres in his statement
to the Knesset. Those measures were:

i) to reiterate Israel's total condemnation of the apartheid -
policy; b

2) to continue reducing Isrxael's ties to South Africa; .

3) to refrain from entering into new contracts between Israel
and South Africa in the defense field;

4) to authorize a small team to examine within two months
recommendations concerning the position towards South |
Africa, in the spirit of the policy prevailing in the Free |
wWorld.

In its Report to Congress, the Administration considered it
appropriate to note the Israeli Cabinet decision.

(937 (2 1e97rkd A0 pavs  xifler w'smr 237
,,-u[" '3 [on
The U.N. Security Council embargo on Wovember 4, 1977 was not

uneguivocal and has been differently interpreted by different
countries. Israel has its own interpretation and has acted

accordingly. Indeed, the Report to Congress confirms that the .
Security Council Embargo could be suh:act to different |
interpretations.

s e3> iro (mrer ynw HG'-'—! NIAAL AP
?t“' ' r '.:"-U‘P f'J"rﬂﬂ “I‘JLH A

Follewing the South African Government's declaration of a general
state of emergency in June 1986, the democratic nations, includinc
Israel, began looking into various possible responses. Most of
the Furopean nations reached thelr decisions towards the end of
1986, Israel began evaluating and formulating its own policies
just a few weeks afterwards, and this resulted in the Israeli
Cabiret decision of March 18.

‘.:'th ;GIA, 4‘;-'?\ b > AR ( ‘Av v 1PRen P

As other countries, Israel does not issue any information
concerning its military relations with other countries,

*




D

1
i

'\l 24 W

- _-'—-_'—.—-_'—; a1 10

e TR e e -

QU BN, Maenn >3 r Db
QSN Aflnr

L L PN

" The Boston Glolig

Founeed IRT2

w1+ Aviem Sella, the Israell alr force colonel
'wwho recruited American spy Jonathan Pol-
*Jard, performed an act with several meanings
'when he resigned his command of an impor-
tant air base.

" Sella's terse statement of resignation al-

" luded to political im Tcrntlv:u that lsraeli offl-
clala have acknowledged only reluctantly.

. "“The deterloration in lsraeli-US relations and
my concern for the future of those relations

‘and the ties with American Jewry have

- brought me to ask you to relleve me of my post
as commander of the Tel Nof Lase," Sclla
wrote his superior,

" Behind this formal language, Sella, a bril-
ltant pilot and computer expert, was evoking a
fatlure of respousibility smong the political
leaders of Isracl's governing coriifion. The es-
plonage operation itself, the clumay rover-up
that ensued and the promotions ol Sella and
spymasicr Rafnel Eltan all served (o harm la-
racl's "special relationship™ with Waahington
and to make many Jewish-Americans indig-
nant,

¥

Jsraeli buck-passing

Decisions taken by the highest political
echelons in Jerusajem betrayed the trust that
shouild prevail not only between allied states,
but aiso between Jewish communities.

Sells's sacrificlal act wan hailed in larael as
a patriotie 5~:ﬂurc that puts to shame those
political leaders who have refused to assume
the responalbility that is theirs. With unin-
tended {rony, Prime Minister Yitzhak Shamir
said of. Sella's resignation: "He did what he
had to do."

Shamir's taclt assertion was that Sella had
accededd lo unwelcome pressure lrom Washing:
ton and the Jewlsh-American community.
The frony of Shamir's remark (s that he and
his coalifion pariners, Foreign Miniater Shi-
nmot Peres and Defense Secretary Yitghak Ra-
bin, have not done what they have tn do.

They have not taken reaponsibility for or-
ders given 1o Sella and the other subordinutes
who execited the Pollard esplonnge operation,
They have not cooperated fully with American
investigators. They have nnt me account:
able for their betrayals of trust,

o UL T
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Amendment to Waive Research and Development ?’
Reccupment Charges on U.S. Financed Sales ?:: n
Amendment ; r = “i

The Arms Export Control Act is hereby ihtnd-d by adding
the fellowing new subsection to Sectien 21:
* "2l(e) (3) The charges which would be cunaidlrlﬂ lpprnpriltn
under paragraph (1) (C) shall bc waived for all nhn

whicH are financed by funds made available in Sectien
4L or this act or by Section 504 of the Foreign Assistances

Act of 1961, as amended.® oo

w

i
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Recoupment of Research and Development Cos<s for ﬁ
1

U. 5. Financed Sales

Currently, the Arms Export Control Act requires. that a charge
be assessed on all sales of military equipment to help repay
original U.S. government investment in research, development,
and production costs of the equipment in qguestion. Such charges
are separately calculated for each major equipment type, based
on the total sunk costs of the government for the system,
and on the total sales, domestic and foreign, which are
anticipated for the system. Overall, charges average about
5% of the selling price.

The recaupm'ent charges are generally returned to the Treasury.
They can alsc be used directly to purchase gcods for the Special
Defense Acgquisition Fund (SDAF), but currently the SDAF overall

~authority has been frozen, and receipts for purchases from

the SDAF should be adeguate to make new acquisitions to
replenish the fund. In budgetary terms, charges assessed
for R&D recoupment, whether from purchases made by governments
using their own funds, or from purchases financed by U.S.
government funds, are shown as "negative outlays®" 4in the
defense, or 050 account.

The Arms Export Contrel Act provides the President with
authority to waive such charges for sales of equipment to
NATO countries, if such sales promote the objective of
standardizaticn of NATO military equipment. No such authority
is available for other countries.

The amendment would automatically waive such charges for sales
of equipment which are financed by F%C credits to MAP grants.
Such a provision would mean that funds authorized and
appropriated to assist friendly countries meet their security
needs would actually be used for such purposes, and not used
te repay old research and develcpment costs which were
originally authorized and appropriated strictly on the basis
of meeting U.S. defense needs. In essence, such an amendment
would either allow the purchase of more gocods for the same
mocey, or for a modest reduction in assistance while still
maintaining the same amount of security suppert. Equally
important, the public would have a more accurate idea of what
was actually being spent for security assistance purposes,
without the current transfer from the security account to
domestic defense account.

£y




dnss /o1 5

It should be noted that the amendment only waives R&D recoupment
for U.S. financed transactions. Thus charges would be continued
on sales, whether made through the Pentagon or through
commercial channels, which are paid for by foreign governments
or.which are commercially financed. This means that countries
such as Japan, Korea, Saudi Arabia, Switzerland, and HATO
countries (unless waived under the NATO waiver authority)
would continue to help pay the costs associated with past
research and development expenditures by the U.S. government.

.
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THE PRIME MINISTER

PERSONAL

Jerusalem, 3-AFR-1987

Dear George,

I would like to share with you some of my thoughts concerning
the peace process, having closely followed the current contacts with
the governments of Egypt and Jordan in this regard.

Reviewing the attempts over the years to move the Middle East
peace process forward, I was struck by the fact that, whenever the U.S.
tried to act in concert with other powers, such as the USSR, or with
international fora, such as the U.N., the results were mostly negative,
both to Israeli and American interests and to the chances of peace. On
the other hand, whenever the U.S5. brought its influence to bear on the
side of direct, bilateral contacts, the results were positive.

Reintroducing the Soviet Union in an active and influential role
in our region and agreeing to its participation in an international
peace conference will not serve the cause of peace. This has nothing to
do with our own readiness to have diplomatic relations with the Soviets
and a decent dialogue with them like with all other nations, and of
course with one more important urge - to free our brethren in the
Soviet Union and have them come to their homeland.

An international conference will probably have a dynamism of its
own, which would unite the Arab states around the extreme posture
championed by the radicals and supported by the USSR. The chances that
such a conference will produce peace are highly questionable.
Meanwhile, it will place Israel in a corner, facing an array of states
that will support demands that Israel cannot entertain., In fact, the
participants arraigned against us would perform the double role of
accuser and judge, since I sincerely doubt the chances that less than
an active role of the plenary can or may be achieved.

Secretary of State
George Shultz
Washington D.C.
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A conference will inevitably create friction between Israel and
the U.S., which we have successfully avoided for a great number of
years. It will become a lever for the granting of legitimacy to the PLO
terrorists and for their participation in the conference. A failure of
the conference will take us back a few steps and increase frustration
and confrontational tendencies among Arab states. The stability on our
borderline with Jordan, sustained during almost seventeen years - may
collapse with the failure of the conference, and damage may also be
inflicted on our relations with Egypt. Let us remember: We succeeded,
with great efforts by the U.S., Egypt and Israel to create an island of
stability and sanity in our area, the cornerstone of which is the Peace
Treaty with Egypt. Great caution is required to maintain this great
historiec achievement and nurture it. Besides these considerations, the
international conference issue will cause internal feuds in our nation
and probably through the disssolving of the National Unity Government,
may also severely damage the process of economic recovery, to which you
so devotedly contributed. All of that - without achieving the august
goal of peace.

We are told that Jordan needs the protective umbrella of a
conference to enable it to negotiate with Israel. Any sign that Jordan
is demanding or accepting anything less than the extreme Arab
positions, will inevitably bring upon it criticism and attacks by the
Arab rejectionists, irrespective of whether it takes place in direct
negotiations or in the bilateral talks wunder the so-called
international umbrella. That umbrella will not be capable of providing
King Hussein with any protection against these attacks, unless he takes
the decision to confront it and stay the course, together with us,
until a peace agreement is achieved.

On the other hand, if the plenary becomes a player in the
conference, which goes beyond the "umbrella" idea, the conference will
take the undesirable shape that we can by no means accept.
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THE PRIME MINISTER

At the present stage, Jordan has a close relationship with
Syria, and attaches much importance to it. It is highly improbable that
Jordan will antagonize Syria by adopting a position on the
international conference that differs from that of Syria. The Syrian
position on this issue is even more extreme than that of the Soviet
Union. It makes no secret of its demand that the conference should deal
with substance and impose a solution on Israel.

King Hussein is surely aware of this probable scenario - at
least as well as we are. While I do respect King Hussein and wish him
well, I am sure that you will agree with me regarding the position I
must take on it. We can only conclude that Jordan may be depending on
the participants in the international conference to relieve her from
the risk of compromise and to impose on Israel solutions that 'would
meet Jordan's - and the other Arabs’ - demands.

I am not surprised by the European support to the idea of the
conference; the Europeans reacted reservedly to the Camp David accords,
because they were attained without their participation, and since they
have that mysterious fear of American dominance in the process, some
of them do not mind granting the Arabs an "achievement" at the cost of
the U.S. and Israel.

I am, therefore, convinced that the international conference
idea - even as a transition stage to direct talks, and 'because ' there
are virtually no chances for this being the real case - is dangerous to
our interests. I call on you to set it aside and join us in the search
for more promising and practical avenues toward our common objectives.

I suggest that the U.S. take the initiative and propose holding
talks between Israel and Jordan, with the participation of Egypt and
the U.5. The talks can be termed preparatory, so as not to provoke
antagonism to them. They can be pursued in various avenues, both
bilateral and in a larger group, and can be conducted both openly and
confidentially. We intend to begin right away with negotiations on
substance, taking the autonomy proposal as a basis for discussion.

e e SR
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The question of Palestinian Arab representation will be addressed at a
later stage, but there is no doubt that there will have to be such
representation by responsible Palestinian Arabs, because their
cooperation is essential. The talks can be held on a ministerial level,
but may be supported by other levels. We would also welcome any
regional cooperation, at the Red Sea area, with Egypt and Jordan,

taking - if needed - into consideration Jordan’s sensitivities to overt
activities,

A positive response from Jordan would demonstrate that they are
serious and willing to take the responsibility for such a course. It is
the only one that contains some promise of success. It can be attempted
without delay and on Israel’'s part, it will enjoy the support of all
our parties, unlike the proposal of an international conference. I

urge you to look seriously into these ideas, and we may further consult
on them.

I hope this letter finds you and Mrs. Shultz in the best of
health and spirit, and I wish you a successful visit in Moscow.

Sincerely,
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Amendment to Waive Research and Development

4

The Arms Export Control Act is hereby amended by adding

Qo
Recoupment Charges on U.S. Financed Sales fEf‘ rﬁ

Amendment :

the following new subsection to Section 21:
"21(e) (3) The charges which would be considered appropriate

under paragraph (1) (C) shall be waived for all sales

which are financed by funds made available in Section

31 of this act or by Section 504 of the Foreign Assistance

Act of 1961, as amended."

W




Recoupment of Research and Development Costs for ?%

U. S. Financed Sales Vb

Currently, the Arms Export Control Act requires that a charge
be assessed on all sales of military eqguipment to help repay
original U.S. government investment in research, development,
and production costs of the equipment in question. Such charges
are separately calculated for each major equipment type, based
on the total sunk costs of the government for the system,
and on the total sales, domestic and foreign, which are
anticipated for the system. Qverall, charges average about
5% of the selling price.

The recoupment charges are generally returned to the Treasury.
They can also be used directly to purchase goods for the Special
Defense Acquisition Fund (SDAF), but currently the SDAF overall
authority has been frozen, and receipts for purchases from
the SDAF should be adequate to make new acquisitions to
replenish the fund. In budgetary terms, charges assessed
for R&D recoupment, whether from purchases made by governments
using their own funds, or from purchases financed by U.S.
government funds, are shown as ‘"negative cutlays" in the
defense, or 050 account.

The Arms Export Control Act provides the President with
authority to waive such charges for sales of equipment to
NATO countries, if such sales promote the cbjective of
standardization of NATO military equipment. No such authority
is available for other countries.

The amendment would automatically waive such charges for sales
of equipment which are financed by FMC credits to MAP grants.
Such a provision would mean that funds authorized and
appropriated to assist friendly countries meet their security
needs would actually be used for such purposes, and not used
to repay old research and development costs which were
originally authorized and appropriated strictly on the basis
of meeting U.S. defense needs. In essence, such an amendment
would either allow the purchase of more goods for the same
money, or for a modest reduction in assistance while still
maintaining the same amount of security support. Equally
important, the public would have a more accurate idea of what
was actually being spent for security assistance purposes,
without the current transfer from the security account to
domestic defense account.

£\
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It should be noted that the amendment only waives R&D recoupment
for U.S. financed transactions. Thus charges would be continued

on sales, whether made through the Pentagon or through
commercial channels, which are paid for by foreign governments
or.which are commercially financed. This means that countries

such as Japan, Korea, Saudi Arabia, Switzerland, and NATO
countries (unless waived under the NATO waiver authority)
would continue to help pay the costs associated with past
research and development expenditures by the U.S. government.
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AMPNIMENT TO THE FOREIGN ASSISTANCE COMMITIEE PRINT 059

APRIL 2, 1987

OFFERED 3Y MR, LANTOS

.

Page 8, after line 2, insert the following new section ,.3....
106 (and redesignate subsequent sections accordingly): 3
SEC. 106. FINANCING FOR COMMERCIAL LEASING ARRANGEMENTS, . i
Eec_tic-n 23(a) of the Arma Export Control Act {a amended . ‘
by adding at the eod thereof the fnllnwing: "The suthority
I SK

Rec -
of this ssctfon may be used to provid 5 friemmlyy . * |

g

forelsncosataf for the procurement by leasing (including leasing

with an opticn to purchase) of defence articles from Unitad ' j

States commercial suppliers if tha President determines that thera

those defensa articles being provided by commercial lesse rather.

sre compelling foreign policy or national security reasouns for 1
than by government-to-government sale under this Act.". |]'
I

Ky
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