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Pleasa tyoal thils mome s CONFTDRENTLAL-=4 cduhninn information
from two close meetings. ;
House Buduel Committaee Task Forco--Harch 17
The Task Force met in closed session. Task Forece Chaivman Marvin
Leath (D-1%) hegan the meating by describing tha ruta that tha
Funetion 150 had taken in recont yonrs--gapecially mince LABS, He
gaid that the Function wae alveady "tight" and eould not afford
to be reducved further, |

|
He explained that in Budget Aubhority the Fungtion had gonn from
S27.8 billion In FY 80 to 531.2 billion in FY| 8% Lo 817.7 billion
in FY B9 te $190.23 Billdon in the Bush requenti .

Ag n perventage of GHP, foreign assistance WAk approximately | 3%,
Wwhiclhh was siuni[icnntly below most developed Fﬂtiung; espocially
Japan,

He alse cxpressed support fov the Isranl and $qrpt accounts,
Rep. Nownrd Berman (D~CA) suppoerted the EunctTcn in strong terms.

Rep, Nelen Bentley (R-MD), who had previoualy veienrd aomn
concerna about the function, only apolte about . har concarn thnt
Egyptlinn vuen af aid dollare buys products that are not aliipped Lo
Eaypt in Awmeriecan ships, '

|
Rep. Jim Obergtar (D=1} Bpoke on hehalf of the function Ayl 7
foreign add in particular, but stated that he would prefer to ges
higher percentages go to development assistange and lesa (o
military ald, j
Rep. Denny Smith (R-OR) alsa supported the function as a "wige .
investment", hut Supported the trand toward more militnry
agsistance. (liote in a Subsequent weating, Smith. told me that e .-
considers hils support for this function te be ene of his top
briotiting on Lhe Budget Committes), i

Rep. John Dryant (D-Tx) did not speak at thig pesslon, but
appeared Lo he supportive, | - i g

Rep. Marcy Kaplur (D-001) arrived Just as this sesnjon wns anding.
I spoke with bor bafore she entered the Foom apnd mhe offered to
be "helpful". [



SN

conclusion: The sessinn was & "love fenat” for the 150 Function-=
~HOWEVER--1t 18 impossible to determina how much Any of this
renlly matlors. When Bill Greyiw-d Chalrnan,: the ['aakforces were
largely irrelevant. Chalxman Leon panetta has indicated that he
would like to use Fhe reports of the Taakforcas more than Gray
did and would "lisgten” to their recomimendations. fle lias nshed
each Taskforce to roport bock to him with conclu jons and Rep
perman L[eels that the 150 Taskforce will have "sgma impact”.

perman and Reps, Dill Bcheutte (r-ttcti) and Amo |llopghton {R-NY)
have agreed to be the "Whips" for the Function and also for the
Israel-Bgypt componant, They will be the coaponsors of the reporh
language that the functional totals assumen full, funding for the
Camnp David Counlries. .

Bapate Budaekb Committea-— i
Full Committes Hark-Up Harch 17 .

The mark-up provided an opportunity for mumbers ko poutificate.
This is pradilionally the first gepsion on mark-up. Each
pemocratic member explained why the push budget did not mel the
targets and was unrealistic (ie. there is a need for revenuns ko
rediucn the defleilb) and why thelr "pet” programs should be funded
more--ie. Wirth and hodd mtressed educatlon, Exgn btressed
aariculburs, Simon akressed education and health .chre.

Republican members expressed support lLor the toncepts in the Bush
budget and the ahility to meet targets without frevenues.

The only mention of function 150 was by SehatorIPuul gimon. Simon

_ gaid that he would 1ike to asme subfunction 152-~security

' agpistance {(which includes but FMS and ESF) trapsferred to
Function 050. lle aanld that this will allow foreign ald to he
development aid only and puts gecurity assistangce "where it
belonga". He laotel daid that he would like to mes Function 050
frozen, or even cut, to pay for the increases he would like to
see in Educakion and Health care. ; .

Conclusion--The pudget Committee used today's gesgion to allow
members to posture. The "real action'=-1E there 1s any at this
stage--is takhing place at the Budgel "gummit" .

Budget Summit EEEﬂioﬂ‘-Mﬂrﬂh 1?--*CGHFIDEHT1Rh%-'

The DBudget summit met today (g=-10 AM) to discugps Function 150,

Those presentb included Sens. Hadser and Dumuniﬁl, reps. Poanetta
and Fronzel, OWUD thief Richard Darman and BoB Kimmitt of State.




| ’
b | %;EBthQB | :
The underlying assumption of all of the summit talks so far is

that the 150 Functioh muat be "feuced", or it would be (in
Snmaser's words "Vhpﬁrized“.

B\

The summit haas boen 'snt uy to £rrive at five numbers---spending
levels for Defense; TForeign Affairs; Nen-Defense Discretionary;
and Entltlemants. Fﬂhnlly they will come up with a figure far

Revenues--thus Rep. Rostenkowsikil and Jen. PBenksen have attended
previcus mensions,

The problem so far Ammninn the complete disagreement on Economin
Assumptions--ie. what is the current doficit that we muat rediyce

to reach the Grnmm—ﬂudman—Hulliugs targat? what will the growth
rate of the economy ibe, gte,

Today's session was described ns a "disagtop" for Function 150,
The Members of Congreas all seen disposed Loward protecting the
Function, hut State Dapartment could not make an effective case
for them to do so, !

Apparently Eimmitt was unpraparsd for the session and not weil
briefed. He could not list Skate's priorities or what would be
cut Lf. the Function wera to be raduced. lle "gave an American
Forelgn Poliey Aswocintion" speech on thae need for thea funetion,
but did not do well in the give and take with the Members,

Kimmitt's poor perfu%mance comafs on the heels of Sec. of State
Jim Baker's refusdal ‘to testify to the Budget Committers and his
answer te Sen Leahy at the For. Ops. hearing earlier this weol
that he would not pa}amnﬂll? get involved in the budget iszues

"unless the FrusidenF askted him to do aga" because he was too
huﬂ}'r | I j I

Comments-=<-At thig point, State is not working the Budget process
88 wall an in past ybars, Members have commented that they are
surprised that Baker| has not set a date to testify--at least to

the Senate Dudget ‘Committee. .

If the procesas wcfkslnﬂ it is mandated, which might not happen,
it is my assumption Fhut Function 150 now appears to be headed ;
for a freeze, with pPposible increases for inflation.

The problem is that Lcth tlie Administration and the Congress are
playing "chicken" onl the question of revenues. The Senale Budget
Committers appears ready to mark-up a budget upon thair return
from racess that will be tlose to gequester levels—--which would
be a cut of appro¥imately 9.8% in Function 150,

Democrates are wkdting that domestic programs would e cut more
than 10% under khe Bush proposal, so a saquester level would be
better for their iht?rautﬁ than the Bush budget and the threat of
magsive defense cutarmight cause the Administration to havgain.

L LY

85:1@ EZ-EB-BBE1
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. Consolidate military assistance into one funding source

Conslderation of military assistance will ba more focused if Lhe
Forelgn Military Sales (FMS) financing and tHe grant Military As-
sistance Frogrem (MAF) share ;tha same .funding source, At
pruaanE cash arme sales and FMB finan ng' 8 conlained In the
Arms Export Control Act (AECA):The gran FJAF progran comes
under the Foreign Asslstance Act,

There is no compelling operational or
rate military assistance accounts, partid
almost completely grant ?rnﬁ'rmm. Cino fy
¢learer unaﬁyai; of tha aid rﬁq;mt and the
military ald for each country. ut}lnﬂ F

ltidp] need for two sepa-

lafly as both are now

ding source would allow
ditions atltached to

31 MAP would sepa-

l.rl‘gl sales, Undar
ll-

W

rate sales that use asslstance dollars fro
the merged account, tarms, conditionality) and sll lIihy for oredit
and grant counteies would be cleakly I;h i & ndards would
be set based on economic conditionp and aBllity to rapay. The singie .

account would bettar enable Congress to sephrate countries that
nead grants from those that only need credits.

2. Replace the Arms Export Conirol Act with & new Defense Trad
and Export Conirol PADc: )

A now Delense Trade and Export Contrgl Agt would complament
the consolidation of mssistance funding. ‘Ofeatipn of a new act rec-
ognizes that cash arma sales which are |conpistent with I'urel.ﬁn
puliciy and natlgnal Iﬂcuris{- objectives should .Je removed from the
political linkages attached to milltary glin nee and should be
part of an overall export promotion and|control effort. Thia ap-

proach would be more nfprnprlntu to expanding trade and delense
cooperation activities with our NATO all l% other friendly na-

tions, The new act would romove unnecesshry Featriotions and sim-
plify the llcensing proocedures under the [Intsrnational Traffic in
Arme Regulations, 80 as to reduce export d lgy A

This approach would not take the Ild "ﬁr‘na #ales. The act
would retain all the appropriats aring expdrt ogntrol aspecta of the
AECA, as well as requirements to.give prior hotifipation of arms
sales to Congress, In addition to the -:urm{t purpose of restrainin
arme races, the new act would focus on militaty objectives, includ-
ing olose cooperation with our allied in ar rlf%arc i davelupmant
and production. It would clarify U8, &uti y 1‘ providing defensa .
equipment to friendly countries conalstant|with natlonal interests.

. Clarify the goals of the Military Aid Program
The milItar{’anqiutancncl:rugrnm ghould meet political and strate-
ﬁ[: objectives but it should also prumnh militafly goals, such as en-
utlli agunt- oning of U.8,

nnced tralning and equipment zatlon| pr
stocks for uee In crises, and Joint résenrch’jand; evelopment of de.
fanese systama, Mi]itnr&r mesistance and saley arefrogquently oversold
on political grounde. What (s nmdng mahts about how mili-
tury meelstance and sales programs fulflll mgdi objectives,
‘ocusing program goals and Congressiondl ovlreight on narrower
military objectives would hel? provide a baslp for improved nc-
countabllity on the uses of military, asslstanoce nd sales programs
cannot and should not be entirely eliminated, but Congressional
overslght has often focused on unm;lint}a-palftlonl linkages, par-
Licularly when the amount of assistance is wmn}l, or recipients are
attempting to buy arms for cash. Alreturn |to tTu.dLLmnnl ovoraight
of how money is belng spent, and whether| miljtary objectives aro

being advanced would Inoreass the effsotivensssiof t !prugram.IH_g _?)/
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owing is excerpted from the festi-
omas A. Dine, executive director of
merican {srael Public Affairs Committee
IPAC), before the House Foreign Affairs
Subcommittee on Europe and the Middie East
on March 13, 1989,

The FY [fiscal year] 1990 foreign assistance
authorization request of the Administration
reflects vital needs for U.S. foreign policy. It
afdresses current circumstances in key global
spots; it is fiscally responsible; it tries to
redress some of the cuts in the 150 budget
function over recent years. Forcign assistance
is only a tiny fraction of the overall federal
budget. Cuts in foreign aid will not mean-
ingfully contribute to the attainment of the
Gramm-Rudman-Hollings deficit target. Cuts
in forcign assistance will, however, cripple
America’s foreign policy goals,

Economic and military aid serves our
national interest—both at home and abroad.
We urge you to support full funding of the
Administration’s foreign assistance request.
We urge you to preserve the Congressional
prerogative to earmark. We urge you to vote
for $3.0 hillion in economic and military aid
to Israel.

Indeed, the absolute amount of our aid 1o
Israel is substantial. But it is comparatively
one of the most cost-effective investments thai
the United States makes in support of its com-
mon interests. U.S. expenditures in support of
our European allies in NATO, for example, are
more than 40 times the size of our aid to [srael,
And we get a good retumn on our money 1o
Israel.

Partners for Peace

First and foremost, Mr. Chairman, the
United States and Israel are partners for peace.
In two weeks we will celebrate ten years of
peace between Isracl and Egvpt, a peace mid-
wifed by the United States. Indeed, the
viability of that historic achievernent was viv-
idly demonstrated just two wecks ago by
Israel’s relinquishment to Egypt of Taba, a
flyspeck of territory in the Sinai, in accor-
dance with the decision arrived at by an
arbitration panel, a mechanism provided for in
the U.5.-brokered treaty. Israel proved once
again that it lives up to its commitments,

We are pleased to observe that the close
consultation between the United States and
Israel in the search for peace that was the
hallmark of the outgoing Reagan Administra-
tion continues o serve as the model for the
new Bush Administration. Foreign Minister
Moshe Arens will be meeting with U5,
officials beginning today to lay the ground-
wuork for a visit by Prime Minister Shamir next
month. The two governments agree on the
need for easing tensions between Israelis and
Palestinians and for direct negotiations
between Israel, the Palestinian Arabs in the
West Bank and Gaza, and the Arab states on
the basis of U.N. Security Council Resolu-
tions 242 and 338. Both governments are in
fundamental accord on the absolute necessity
for a long-term transitional period to precede
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any final status solution, Moreover, Isracli
Premier Shamir, Foreign Minister Arens and
Finance Minister Shimon Peres, leader of the
Labor Party, agree with the U.5. assessment
that Jordan continues to have a key role to play
in determining the future of the territories
despite King Hussein's July 31, 1988, deci-
sion to disengage from the West Bank.

The ongoing violent demonstrations in the
West Bank and Gaza lend added urgency 1o
the search for peace. For 15 months, the upris-
ing leadership has consistently advocated |, | |
throwing rocks, hurling molotov cockiails,
wielding knives, and arson against the
“Zionist enemy,” As a democratic state in a
hostile environment with enemies on three of
its four borders and a hostile population under
its control, faced with the threat of terrorism,
Israel has groped for the most humane meth-
ods to control mob vialence. To be sure, there
are flaws in Israel's intifadah management.
Israelis have been the first to point them out,
But, as Israel’s political and military leaders
have repeatedly pointed out, the bottom line is
that the problem requires a political solution.
There is an understanding throughout Israel
that there can be no return to the status quo
ante of December 1987, when the widescale
rioting began. Toward that end, the Prime
Minister has described an initiative consisting
of a very liberal and comprehensive autonomy
for a limited period to be followed by negotia-
tions without preconditions on the final status
of the territories. When talking about a final
position, the Premier stressed that this would
address the “legitimate rights of the Palesti-
nans.

U.8.-PLO Dialogue

The PLO needs to take tangible steps
towards peace, in recognition of lsracl and the
renunciation of terrorism to be considered a
constructive party to any discussions. Among
the concrete measures for the PLO to take
would be: abandoning “armed struggle' in all
its forms—including an end to disturbances in
the West Bank and Gaza: disbanding the terror
network under Arafat’s control; amending the
PLO Covenant, which calls for the *“elimina-
tion of Zionism in Palestine™: ceasing
demands for a Palestinian state before peace
talks; abandoning the “strategy of phases,”
which seeks the elimination of lsrael and the
overthrow of the Hashemite Kingdom of Jor-
dan stage by stage; and, ending the onslaught
of anti-Israc]l resolutions at the United
Mations. This is the time for Arab states, like
Jordan, Saudi Arabia and Iraq to publicly call
for peace with Israel and put an end to the Arab
economic boyeott of [srael,

But instead of pursuing confidence-build-
ing measures, the PLO has pursued con-
fidence-eroding measures. Within weeks of
“renouncing terrorism” in Geneva to satisfy
U.S. conditions, Arafat threatened Bethlehem
Mayor Elias Freij with “ten bullets in the
chest” for proposing a truce in the territories,
The PLO and the uprising leadership have
continued to call for physically intimidating or
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assassinating those believed to cooperate with
Israel. In the last 12 months, dozens of
residents of the West Bank and Gaza have
been murdered by their fellow Palestinians,

Moreover, Arafat-aligned factions of the
PLO have participated in five abortive terrorist
attacks against Israel since Arafat's Geneva
proclamation. Not a single member of the
PLO—not Arafat, not his deputies—said a
public word denouncing any of these inci-
dents. In fact, Farug Qaddumi, known as the
PLO’s “foreign minister,” declared, “The
PLO is not prepared to condemn operitions
which any Palestinian organization or faction
undertakes.” At the outset, President Reagan
warned that if the PLO failed to live up to its
word, the United States “would certainly
break off communications.” The PLO must
match its deeds to its words for the U.S.-PLO
dialogue to continue.

As for the Arab states, in October 1988,
the Arab states, save Egypt, voted to expel
lsrael from the United Nations, including Jor-
dan and Morocco, In November, Saudi Arabia
and Qatar joined forces with Syria to oust
Isracl from the International Telecommunica-
tions Union. And, the Arab boycott of Israel,
led by Saudi Arabia and Kuwait, continues
unahated,

Strategic Partners

But to achieve peace and maintain it
requires strength, particularly in the Middie
East where the forces of radicalism must be
deterred. In this area, too, the United States
and Israel are strategic allies. Both countries
have strengthened and enhanced each other's
military posture,

Israel’s status as a Major Non-NATO Ally
of the United States was made permanent last
year with the removal of a requirement for
annual review. This is a significant step for-
ward in the strategic relationship, It will con
tinue to enable the two nations to expand th
seope of strategic cooperation. This is not an
area of special benefits, grants or loans.
Rather, it is a logical extension of the alliance
which has blossomed since November 1983
when the United States and Israel enunciated
the policy of expanding cooperation, par-
ticularly joint military planning and exercises,
to meet threats to mutual interests in the Mid-
dle East and the eastern Mediterranean.

On April 21, 1988, the United States and
Isracl signed an historic Memorandum of
Agreement (MOA) institutionalizing the stra-
tegic cooperation agreements of the past five
years. In the words of former Defense Secre-
tary Frank Carlucci during his visit to Israel
this past November, military relations between
the United States and Israel “could not be
better. ™

Isracl has participated in joint naval exer-
cises with the Sixth Fleet designed to
strengthen U.S. antisubmarine warfare capa-
bilities in the eastern part of the Mediterranean
Sea. It continues to provide access to its ports
for regular ship visits by the Sixth Fleet.
Indeed, when the President ordered a naval







to the Persian Gulf in 1987, ele-
ts of that fleet, led by the carrier USS John
. Kennedy, called on the port at Haifa. As
recently as last week, Sixth Fleet carriers were
being serviced there. U.S. naval operations in
the Gulf have been greatly assisted by use of
the lsracli-made "Pioneer” remotely-piloted
vehicle deployed on the battleship U.5.5.
lowa. This pilotless drone has proved instru-
mental in conducting reconnaissance and sur-
veillance, and has been described as a
“tremendous success” by the Navy.

Israel makes facilities available for the stor-
age and maintenance of U.S. material for
American use in a conflict It provides Kfir
aircraft at no charge to the U.S. Marine's
Aggressor Squadron to help train American
fighter pilots. It has provided access to bomb-
ing ranges in the Negev desert for training
exercises for U.S. Navy fighter pilots. [t has
engaged in military training exchanges with
the U.5. Mannes. It has staged joint military
exercises with American special anti-terrorist
forces. These cooperative military efforts have
proved mutually beneficial and will be con-
tinued and expanded as the overall strategic
relationship continues o grow,

Israel has shared with the United States the
lessons of its combat experience in Lebanon,
where Israel successfully used American
equipment against Soviet weapons. It has
undertaken joint research and development
projects with the Pentagon to build on the
technological expertise acquired from decades
of conflict. In December 1987, Secretary of
Defense Frank Carlucci and Defense Minister
Rabin signed a Memorandum of Understand-
ing enhancing Israel’s ability to participate in
joint defense R & D efforts with the U.S. The
Army, Navy, Air Force and Marines continue
to express great interest in testing and procure-
ment of Isracli defense systems Indeed, Isra-
eli technology accounted for over half of the
funds in FYB8 for evaluation of items from
Major Non-NATO Allies,

Israel is also one of only a few countries—
including Great Britain, West Germany, and
Japan—to sign a Memorandum of Under-
standing (MOU) on mutual threat and the ben-
efits of cooperation and shared technology in
the Strategic Defense Initiative and continues
to participate in this effort. Specifically, lsracli
technology will be key to the successful devel-
opment and deployment of an Anti Tactical
Ballistic Missile (ATBM) system. A $158-
million agreement on co-development of the
Arrow interceptor missile was finalized in July
1988, and it will be ready for testing within
several yvears. ATBM has become an increas-
ingly vital priority for the U5, in the wake of
the signing of the INF treaty

The United States military has continued to
expand its purchases of sophisticated Israeli
defense technology. Among the estimated
$300 million in contracts in 1988 were major
agreements on new mortars and communica-
tions systems for the U.5. Army. The U.§. Air
Force is very interested in acquiring several
lsraeli missile systems.

Strengthening Israel’s Economy
Ower the past three years, Israel has demon-
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strated how L.5. foreign assistance, in com-
bination with strong and well-conceived
corrective measures in the economy, can turn
economic distress into an opportunity for
recovery. Israel's recovery program has
included some of the toughest susterity mea-
sures ever imposed by a democracy. The Con-
gress, the people and the President of the
United States were partners in this process,
because a cntical ingredient has been U.S,
economic assistance, U5, aid was the
decisive safety net required to undertake such
4 bold initiative._Jyst seven weeks ago, the
Wall Street Journal called Israel's stabilization
program a “mini-miracle.”

Today, Israel is striving to go beyond sta-
bilization, to address the underlying structural
changes required for sustained economic
growth. In 1988, Israel held the line on infla-
tion for the third consecutive year, lsracl’s new
Finance Minister, Shimon Peres, waited only a
few days after his appointment to launch an
initiative to further trim inflation from its cur-
rent 16% annual level.

In 1985, lsrael’s annual budget deficit was
15 percent of Gross National Product (GNP),
Today, Istael’s budget deficit is just three per-
cent of GNP. Israel has held the line on gov-
ernment spending, a feat we can well
appreciate here in Washington,

At the same time, the government continues
to slash subsidies of public transportation and
basic food products such as milk, bread and
eggs. Such cuts are painful, and cause upward
inflationary pressure in the short term. More-
over, the health and education budgets will
constrict this year once again. Still, within
Isracl’s National Unity Government there is
broad consensus on the need for such mea-
sures.

The Ismaeli government has imposed new
user fees on education and health care, and
Finance Minister Peres is advancing a plan to
reduce the number of workers employed by
the government by 10 percent over a three year
period. This is a bold step for the Finance
Minister. Israel has long embraced the concept
of full employment. Today, unemployment in
Isragl is close to seven percent of the work-
force. Capital market reform continues to pro-
gress.

Israel continues to move down the long road
of privatizing government-owned companies.
Last year, the Isracli government asked a
major U.S, fNnancial institution—the First
Boston Corporation—to develop a strategy to
achieve this goal The Isracli government is
already executing the prescribed approach. [t
has already sold off the Paz Oil Company, as it
will soon do with the Israel Chemicals, Lid.

The United States has a vital interest in
Israel’s economic well-being for several rea-
sons. First, the economic health of our major
allies and fellow democracies is inherently a
vital interest for the United States, because in
a very profound sense, the free nations stand or
fall together. Second, the economy of Israel is
the bedrock of the nation's ability to sustain its
own defense, and for this reason Israel's eco-
nomic health is essential to the stability of the
region. And third, it is a vital interest of the
United States to ensure that Israel continue on

the path of economic growth and self reliance.
This is something we can do, and for our own
intercst, must do.

The challenge for the United States, and for
this Subcommittee, as we look to the year
ahead, is to continue a program that is work-
ing, and to take the steps that are necessary to
reinforce and indeed accelerate the recovery to
which the United States has already contrib-
uted so much. The forcign assistance program
before you is truly an investment in lsrael’s
future,

Although the level of aid to Israel has
rermained steady for four years, the real value
of that aid has declined. There has been a
steady erosion in the value of Economic Sup-
port Funds and Foreign Military Sales credits
tor all aid recipients. Based upon information
provided by the Congressional Budget Office,
Office of Management and Budget
Department of Defense, our aid pac
Israel has eroded in value by some 15 percent
since 1986.

While Isracl's FMS debt burden has been
somewhat reduced due to the highly suc-
cessful refinancing program, overall 1.8,
Government-related debt remains high. In
spite of the Cranston Amendment requirement
that economic aid to Israel be greater than
Isracl’s debt service to the U.5., in FY 90,
Isracl's debt obligations to the American gov-
ernment will total $1.37 billion. In fact,
lsragl’s debt due on U.S. government loans
and guarantees will exceed the $1.2 billion
mark well into the next decade.

For these reasons, it is ever more urgent [o
explore ways to stretch the FMS dollar. One
proposal currently being advanced is the Com-
prehiensive Fair Pricing initiative. By eliminat-
ing certain surcharges which are imposed on
cach FMS transaction, Comprehensive Fair
Pricing will significantly increase the buying
power of scarce military assistance f
Comprehensive Fair Pricing would apply (gl
FMS recipients, for all FMS transfers.
strongly urge you to support this proposal.

Maintaining Israel’s Military Edge, '
Beyond the challenge of economic recovery,

the program before you is essential for a sec
ond reason. This is the fact that our assistance
to Israel over the coming year will have a
critical impact on the secority of the Jewish
state.

In past years, | have related to this commit-
tee a bleak description of the erosion in [srael's
margin of security. This has resulted to a great
degree from the very financial and budgetary
austerity measures that were necessary Lo res-
cue Israel's economy, Regrettably, that assess-
ment. while improving, still captures the
essence of the situation. Indeed, the effects of
recent years' defense budget cuts will continue
to be felt well into the 1990s

The austerity measures cut [sracl’s defense
spending by about 20 percent in a two year
period—one of the largest reductions cver
imposed by a democracy in so brief a time-
span. Since 1986, Israel's annual defense
expenditures have remained stable in absolute
terms, and therefore have actually decreased
in real terms, While Israeli military planners



1o make the cuts without erod-
narrow margin of safety, reductions
nitude have, inevitably, added to
ment of risk in many areas,

recent years, active combat units were
disbanded, reduced in size or converted into
reserve formations. Large numbers of vital
aircraft have been mothballed, effectively
grounding 15 percent of Isracl’s combat force.
This has decreased the number and size of
army brigades and air force squadrons avail-
able to mect a surprise attack, weakening the
basis on which Israel's security has rested
sinée the conclusion of the 1973 Yom Kippur
War.

At least one of Israel’s mechanized/armored
divisions has been dissolved, resulting in the
withdrawal of several hundred tanks from the
IDF battle order. This means a serious decline
in Israel’s visible deterrent capability as well as
a decline in its war-fighting ability.

The impact of past reductions in training
time is still being felt, and has been made
worse by the demands of dealing with the
intifadah. The expenditure of ammunition in
training is still being curtailed. There have
been serious cuts in the number of flying hours
allowed aircraft pilots, resulting in 20 percent
of pilots being dropped in order to continue
training for the remainder. Isracli pilots now
are able to fly fewer training hours than their
American or Jordanian counterparts. In terms
of actual funds, it is estimated that it costs the
Israeli Defense Forces $970 per hour o oper-
ate a Merkava tank engine, $2,687 per hour to
operate a missile boat and $13,708 per hour to
fly an F-15 fighter.

Reserve readiness has been cut. For several
years the number of reserve days served by
Israeli soldiers was decreased, although it was
increased recently to cope with the demands
of service in the West Bank and Gaza Strip.
However, because of the amount of time both
regular and reserve troops are now spending in
riot control duties on the West Bank, they have
less time to train for their primary mission of
conventional defense. Israel had been forced
o increase its forces in the administered ter-
ritagies by four or five times the level present
two years ago. As a result, reserve units will
continue to be less prepared for conventional
warfare than they were in the past.

Morale has been lowered. Pay cuts and per-
sonnel releases have produced an exodus of
highly trained and motivated professionals
and have lowered morale generally. Riot con-
trol service in the West Bank and Gaza has
placed an added strain on the troops. These
factors threaten to undermine a key aspect of
Israel's military superiority—its large
qualitative advantage in personnel.

Ammunition and equipment stockpiles
have suffered deep cuts, in order to lessen the
impact of reductions in other areas. This has
reduced Israel’s ability to sustain its forces in
combat. In order to reduce expenses, the
armed forces have continued to draw down
their stockpiles without full replacement.
General Menachem Einan, chief of the IDF
Logistics Branch recently pointed out the
urgency of this situation, stating that the Isra-
eli Army must “close the gap created in the
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last three to four years between current and
operational levels” of stores.

Expenditures on research and development
have been significantly curtailed. This has
diminished Israel’s ability to develop and pro-
duce the unique new weapons and counter-
measures needed to counter increasingly
sophisticated weapons entering Arab arsenals,
This further diminishes Israel's qualitative
advantage over its opponents. In 1988, as in
previous years, Isracli defense industries were
forced to reduce their staffs and plant facilitics
and thus are less able to support Israel’s mili-
tary needs, g

FMS Aid Crucial

These cuts in Israel’s defense budget have
made American FMS aid to Israel all the more
important. In particular, this money has helped
upgrade Israel's Air Force—whose margin of
superiority over its adversaries remains the
comersione of Israel's security doctrine—par-
ticularly, through the acquisition of 60 addi-
tional F-16 fighters to fill the gap created by
the cancellation of the Lavi, We specifically
wish to thank this Committee and the Con-
gress for carmarking increased funds for pro-
curement of defense iterns in Israel. Permitting
“offshore procurement™ of this tvpe helps
ease the crisis faced by Israel’s defense indus-

Another key program that will be funded
through the FMS account is the upgrading of
Israel’s Navy, which must confront the
colossal growth of hostile Arab navies like that
of Syria, which has doubled its fleet of combat
vessels since 1982, After years of delay due to
budget constraints, Israel has finally been able
to fund the building of new submarines and
missile corvetics.

The termination of the Lavi in 1987, which
wias 10 have been the centerpiece of Israeli
industrial potential, was a hard blow for the
country, and its effects are still being felt two
years later. It was initially thought that can-
cellation of the program would free substantial
funds for other urgently needed defense pro-
jects. However, the Isracli military has only
been able (o reallocate a small portion of this
money. The remainder of these funds has been
used in areas directly associated with the
Lavi's discontinuation.

Owverall, Isracl faces long-term reductions in
the size of its military forces. What is lost in
Quantity must be made up in the qualitative
enhancements provided through the develop-
ment and use of advanced technologies.

The Arab Arms Buildup

Despite reductions in oil revenues in recent
years, Israel's enemics continee to purchase
more and newer weapons to add to their
already bulging arsenals. They have placed
orders for billions of dollars worth of new
weapons each year, and have tens of billions of
dollars more still in the pipeline from past
years. Since 1973, the leading Arab nations
still at war with Israel have spent roughly $400
billion on their armed forces. U.S. arms sales
in the region have begun to increase again after
several years of decline, growing from $7 bil-
lion in FY87 to $12 billion in FYR8, Arab
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nations at war with Israel are continuing to
spend approximately $30 billion annyally on
their military forces. According to the last set
of figures released by the United States Arms
Control and Disarmament Agency, four of the
eight largest arms importing nations in the
world are Arab nations at war with Israel: Irag,
Saudi Arabia, Libya and Syria. And, it may be
significant that despite its economic prob-
lems, Egypt was the next largest importer.

Syria has expanded and improved its armed
forces since its defeats in the 1982 fighting,
All branches of Syria’s military have grown as
a result. There is 2 growing disparity in stand-
ing armed forces—approximately 400,000 for
Syria as compared with 150,000 for Israel,
This could serve to increase Syria’s incentive
for a surprise attack. Syria's president, Hafiz
Assad, has made very clear that his goal of
“strategic parity” with Israel is a synonym for
war preparations. [ndeed, according to on
estimate, the Syrians devote half their nationa
budget to the armed forces, spending $1 hil-
lion more than Israel each year. As part of that
buildup Syria has increased by 50 percent the
number of divisions in its army. These troops
have been reequipped with the latest model
tanks, antillery, and other equipment available
to the Syrians,

Syria’s navy has also been a major benefici-
ary of this buildup, seeing its number of com-
bat vessels double in the years since the
Lebanon war as well as the addition of pre-
viously unavailable capabilities. These new
capabilitics are the result of Syria's acquisition
of modern Soviet Kilo-class submarines, and
a new coastal defense missile, the Sepal, with
a range of about 180 miles.

Syrian air defense and air forces have also
benefitted in this expansion. The losses of
1982 have been replaced, and more advanced
types of anti-aircraft missiles and aircraft have
entered service. New anti-aircraft systems
have included the SA-5, SA-11, SA-13,
5A-14 missiles. Syrian pilots have bee
trained in the Soviet Union on one of its most
advanced fighters, the MiG-29, the first
squadron of which has been delivered, with
the transfer of a second squadron expected in
the near future. Of even greater concemn are
reports that Damascus has been negotiating
with Moscow for purchase of Su-24 fighter-
bombers. Were Syria to acquire these potent
aircraft, it would seriously increase the mili-
tary threat to Israel.

The Syrians have also acquired Soviet-built
55-21 tactical ballistic missiles, another piece
of first-line equipment for Soviet forces facing
NATO. These missiles are much more accu-
rate and dangerous than the earlier Soviet-
built Frog and Scud tactical missiles in the
Syrian armory. The accuracy of these new mis-
siles increase Syria's first-strike’ attack abil-
ities against key Isracli installations including
air bases and mobilization points. This comes
at the same time as a major effort by Syria to
build up its chemical warfare capabilities. Two
factories are currently producing a variety of
nerve gas agents which can be deployed as
warheads on Syria's ballistic missiles.

Jordan too has continued its military
buildup. The Jordanians have placed orders 1o




ies of tanks, artillery, heli-
-aircraft systems, vehicles, air-to-
es, and other munitions. According
nited States Arms Control and Disar-
nt Agency, Jordan, a country with a
national product of $4 billion (1984)
took delivery of nearly $4 billion in arms in the
four-year period between 1981 and 1985,

A key part of Jordan's military buildup plan
appears to focus around increasing its air
defense capability through the acquisition of
advanced fighter aircraft and mobilization of
its batteries of improved Hawk anti-aircraft
missiles. If Jordan succeeds in its search for
this capability, then it will be in a position to
directly threaten Israel's margin of air superi-
ority. Jordan recently announced that it is pur-
chasing both the Mirage 2000 and Tornado
fighter aircraft, both of which will add signifi-
cantly to the Kingdom's ability to challenge
Israel in the air.

Moreover, Jordan has one of the Arab
world’s most modern and qualitatively supe-
rior ground forces. The highly-trained Jorda-
nian Army has purchased offensively-oriented
equipment such as mine field breaching
devices and assault bridging equipment.

Libya, despite its massive arsenal of Soviet-
supplied weaponry, has until recently had only
limited capability to directly attack lsrael. The
Qadaffi regime has now obtained the capacity
for aerial refuelling of its attack aircraft from
West Germany, giving them the means to
reach Israel. This is particularly alarming in
light of the recent revelations concerning the
Libyan chemical weapons plant, also
developed with Western assistance,

Since 1980, Iraq, which has sent forces to
fight Israel in three wars, has more than tripled
the size of its armed forces. Indeed, since the
beginning of this decade, Iraq has become the
world's leading arms importer, taking delivery
of weapons worth an average of over §3 billion

year. With the end of the Gulf War, it can
be expected that the enormous arsenal accu-
mulated in Irag will be at least in part available

for use against Israel, as it has been in the past.

Moreover, the Iraqi armed forces are battle-

 hardened; they are better organized, better

trained and more fully mechanized and mod-
emnized as a result of their seven-year war with
Iran.

Irag has extended the range of its surface-to-
surface Scud missiles. This enhancement
enables Iragi missiles, possibly armed with
chemical warheads, to reach Israel from
launch points in western Iraqg.

Saudi Military Capabilities

Despite steep reductions in oil revenues,
Saudi Arabia continues to order weapons on a
grand scale. It leads the Arab states in military
expenditures, this year spending over $17 bil-
lion on its military, a sum equal to 75 percent
of Israel's entire GNP, In each of the years
1981-1985, it was the world's second largest
importer of arms. Current Saudi military
expenditures per regular soldier are almost
twice American expenditures (approximately
$262,000 to $136,000). And, as Saudi
Defense Minister Prince Sultan has made clear
on several occasions, the focus of this military
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buildup is Israel, not Iran or the Soviet Union,
Therefore, not only does it seek to acquire
military capabilities far beyond its own legiti-
mate defense needs, it continues to fund Syr-
ian, Jordanian and Iraqi arms purchases and
PLO terrorist activities against Israel. As is by
now well known, Saudi Arabia has also
recently acquired intermediate-range ballistic
missiles capable of carrying a variety of war-
heads up to 1500 miles. These Chinese sys-
tems represent an entirely new class of missile
in the region and their deployment is without
justification.

As part of this huge ongoing military
buildup, Saudi Arabia has been seeking stead-
ily to increase the size and combat capabilities
of its air force. An imporiant aspect of this
particular effort has been the Saudi attempt to
enhance the fighting qualities of the combat
aircraft it has acquired from the United States,
In this it has been partially successful, to the
detriment of Israel's security. The sale of fur
ther American aircraft enhancements or
replacements to Saudi Arabia cannot but
lessen the opportunity for [srael to expend its
resources on projects more productive for its
society than on countering an ever-cxtending
range of Arab military power.

Last year, Saudi Arabia and Great Britain
announced what has been widely described as
the “arms deal of the century, ™ worth over 350
billion according to many sources. The center-
piece of this sale is the purchase of yet more
advanced Tormado fighter-bombers, capable
of attacking deep inside Isracl.

Mr. Chairman, the Arabs purchase these
arms from dozens of different nations around
the globe, Our country has been a major sup-
plier to these nations, selling hillions of dol-
lars of military goods and services to avowed
enemies of Israel. American sales of new
weapons systems to hostile Arab nations have
had a particularly profound impact on the mili-
tary balance between Israel and those states
because American technology is often supe-
rior to that of competing weapons. These sales
have significantly raised the cost to Isracl of
maintaining its own defenses, exacerbating
the strain on lsrael's economy, and barring any
changes in American policy, will continue to
do so in the future.

The chemical weapons threat to Israel con-
tinues to grow., Both Syria and lraq have
developed their abilities to the point where
they are manufacturing their own deadly
chemical weapons, and in the case of Irag,
have used them on numerous occasions in its
war against Iran. In March 1988, Iraq used its
chemical arsenal against in the Kurdish town
of Halabja, killing an estimated 5,000 Iragi
citizens and seriously wounding an equal
number. Irag again attacked the Kurds with
chemical weapons in August on an even wider
scale,

The realization of what was earlier an
approaching threat has forced Israel to take in
its turn precautionary steps (o protect its popu-
lation and soldiers from similar attacks, again
at further cost to itself. Israel has had to initiate
a massive civil defense program to protect its
citizens, as well as invest in protective mea-
sures to keep airbases and other military facili-

D"

ties operational in a chemical environment.

Overall, what we have is a pattern of acceler-
ated Arab buildup while Israel substantially
cuts its forces, The effort to maintain the
qualitative edge adds to the burden on the
Israeli economy, further worsening the quan-
titative gap in the Arab states’ favor.

Conclusion

Mr. Chairman, we are all proud of Israel’s
achievements, but realistically it is impossible
to have this combination of trends without a
diminution of security. lsrael's margin of
safety is, inevitably, reduced by the austerity
measures it has been forced to take in past

YEArs.

Today, | come before you to ask thal you
take the very serious security risks facing
Isracl into account when you consider the level
of aid to Isracl for FY 1990, What this Sub-
commitiee does will have a direct impact on
Israel's security, in a situation where there is
little room for ermor. Moreover, any reducty
in aid will send the wrong signal to Is
COCMIcs.

Let me sum up, Mr. Chairman, the con-
clusions of my testimony. Our aid to lsrael has
been a wise investment, because Israel is our
one democratic friend and most reliable ally in
a critical region of the world. But this year aid
to Isracl is particularly important for three
reasons.

The first is to prevent any further erosion in
Israel’s narrow margin of security in a situation
where its forces have been cut while those of
its adversarics are rapidly growing. Moreover,
in this era of concern over allied burden-shar-
ing, it is important to remember that while we
devote roughly $170 billion to the defense of
MATO, whose members spend an average of
only five percent of the GDP on defense, Israel
spends almost 25 percent of its GDP on
defense.

The second reason aid is particularly impor-
tant again this year is to stay the course on the
economic recovery and growth program
which Israel has embarked. This is no ti
reduce our effort.

Last, but not least, Mr. Chairman, aid is an
important tool to advance the peace process.
lsrael must feel confident of American support
and commitment as it takes risks for peace.

Israel is aware, however, of America’s bud-
get constraints and thus has not increased its
aid request over the past four vears. Indeed, in
1986, the Government of Israel, acting as a
responsible partner in the foreign aid process,
returned $51.6 million in ESF funds to the
U.S. Treasury despite the economic pressures
it was facing,

Mr. Chairman, [ thank you for the strong
friendship you, this Subcommittee, and the
House, have demonstrated toward Israel, and
for this opportunity to explain the importance
of FY 1990 aid to Israel and to America.
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For further information, contact Warrven Nelson (202) 235-2191
homa (703) Zﬂl-—?ﬁﬂ

ard could easily end up atripping the dafense pudget by 11 parcant.

Aspin said that given the current figures from the' Office of
Management and PBudget (CMB), sacqueatration would cut Efm billien or 11

percent off the aefense budget. If tha budget process! remains stymied, it

\s cMB’s figures, revised in october; that will dotarmine whathar
secuestration takes place.

Aspin sald the requirement that secuestration shava ecual proportions
from each "program, project or activity" prcmim chads, "That means 11
percent cut off avery program tha high priority cnes las wall as the low
priority ones. Do you really want to cut 11 percant r;fr the ona Trident
sub we will fund? I s0, pleasa indicata whathexr th!;ll peroent should
come from the fore or thae aft. Doy really want toicut 11 percant off
tha new barracks being bullt at cne of our bases? If; 50, please indicate

whether we should drop the tollets and the ShoWars, or just skip tha roof!
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EMD
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Introduction-—Here we 9o _adain
Fnrﬂwﬂﬁ_rdtim-inthiudmdl,ﬂnprmnfwtimlm

ahead of us, The first tima, wa weathered a modest sequestration that was
anly minimally disruptive. The second tima we dodged the bullaet at the

{s for a sequestration that would a) art mxch more desply into the budget
than befora and b) do mo in a manner contrary to what any mtional planner
— aither leftwing or rightwing — would aver want to do.

Iwillmrtlimharnthnp::t-ntialmpmtufn-qm'gmﬂm. T will
addreas only the dafense half of sequestration. Before getting to the
horror stories, however, lat me provide scme background! — tirst on tha
process of sequestration and, second, on the history ofi sequastration.

Congress responded in 1935tomrldwidlmmmtltdumthirq
mmwmrmnwmmmmmwmmmﬂy
Deflcit Control Act of 1985, a title never to be remambered since the
staumrmsmmtabahﬂmahrplyumm. '

GrammRudman set a ceiling on the daficit for fiscal year 1986 and.
required that the deficit declire in sach sucosasive ysar until the budgat
comes into balance, Congreas and the Presidant wera told to produce
pudgets within the lagislataed deficit ceilings. But should the political
system fail, Cramm-Rudman providad an autamatic mechanism for chopping
back on spending so those callings would ba mat — & udgetary vegematic.

raquired to isma an ordar "sequestaring” budget authority so that half of
bhat exocess will ba chcpped from domeatic programs and the other half from
defensa programs. Tha President may ot pick or choosh ameng programs to
be cut. The ax is applied on an equal parcentage bas to every "program,
project or activity" {n tha budget, except for those luded by law
(e.g., Social Security) . -

This is a very mechanistic prooess — J.rttﬂﬂlicﬂllw s0. Oongress did

not want to give the President lesway in cuttiy mmt;u it
mnmdhﬂumldummﬂmmlitytnm:ﬂﬂ Congress

preferred while protecting prograns ha prefarred,
It was quickly reosgnized that cuts applied to the military personnel



| )
tha, we-sgo b0 !

could ba devastating. Since payscales may not La eut, the
sarvioss would have no cholce but to fire pscple under saquastration.
Furthermore, since public arployeas "ammot be fired without: notice, and
gimnmmrnfttmmammrmptymbﬂmhtqd, a 5 percent
tion would result in firing perhaps 10 parcet of tha personnal
in uniform. To avoid such disruptions, GrameRudwan allowed the President
to choose to exenpt milltary parsonnel — about ore—~fourth of tha defense
udget — from a secuestration. If the Presidant does oeopt parsonnal,
however, mmmttak-mmamﬂ:tntmthimﬂﬂmdcfm.

i |
Higtory-~The Ax Man Comedd |
Tha sequestration threat is kayed to the Gram-Rudan targets for
deflcits. Table 1 dimplays those targets. :
|
Table 1 !
GRAMI-FUDMAN DEFICIT TARGETS AND
(in billions of dollars):

rimcal Daficit Yr-to-¥r Seques= |
_lear _Target Decrease lm
|

1986 $171.9 - §11.7 | %331
1907 144 27.9 nohe . 180
1988 144 0 none S L -
1989 136 8 nohe | 162 est.
1990 100 36 e, $28 :
1691 &4 6 '
1992 28 36 ,
1993 0 ; <8 :

A few points need to be extractad from this tabla. | First, tha actual
deficit, shown in the last colum, has littls relationship to tha deficit
targat, Ve sequester agqainst a projection — and, if tha projection
proves wildly wrong, naver mind, The public perception that Gramm-Rudman
infurcirr;arnlu:tmtqwmmttagutitumtwth-ruﬂm
defioits is sadly wrong. Except for Gramm-Rudran’s inguqural year, the
daficit has actually bean rising undar Gramm-Rudman,

Second, a8 the middla colum of Table 1 shows, we haveh’t faced such a
challergs frmﬁrmmrmmn—*sud\am-:mtumpwm from tha
daficit — before this year whan wWa Are conaidering the FYS0 budget. And
the next two years may be killars as well. The original Gremm-Rudmnan
statute callad for a $36-billion decrease in the daficit each year after
the first, btut in 1987, Congrees altared the schedule of decreases, sasilyg
tha pain for fiscal years 1588 and 1989, Tha history of sacusstration can
be sumed up this way: '

o For FY86, the goverrment abscrbed a modest secuastration of §11.7

billien. s

o For Fi87, tha one-time wirdfall of revenusd rml‘l:ﬂm from the Tax

Refcmmtmduthaqwmm:tﬂgmmtﬁtcammmtnumw



%)@ b 5.30*(98‘5

mﬂthi.lmtr-mwyﬂrmfnrinmidlnmjnrmmm&!ficit
was crdered by Gramm-Radman. pon’t read my lips, bt it was achieved
woclusively by revenus enhancems™cs.

o For Fi8s8, the end of the windfai. placed the budget $23 billion ocvar
tha target daficit, aven though Gremm=Pudman manda o drop in tha
defiolt that year. Tha saquestration process was in, but the
mqrmmﬂﬂﬂmnmiummmmn sumit" that
agresd at the very 1ast minute on a budget that would out $13 billien
from spending and add $11 billion to revenuas, thus | averting
socuestration at tha final bell. -

o For Fi89, the guverrment had little difficulty meeting the revised

and sequestration was never a threat. )

o For F¥90, tha badget for which is now bafore Congress, B projects a
current services deficit of $126 billion, or 826 billien in exceas of
tha daficit oeiling. Thus, we are headed down a road lsading to a

tion roughly 2.2 Limas that of the $11.7 billion in Fy8s.

put, as I shall show, thuumllymunlﬂunwmnr
mrtuplqu-—nrmnr-u—m“mﬂkllmm QET T2 Tty 2

Lat’s revies the cna-and-only gaquestration to dntnL In FY8s, tha.

mechanistic prooess of Gramm-BRudman required that $11.7 billion in fadaral -

cutlays bs eliminated. Splitting that between aamestic and dafense

p meant that tha Hational Defense Budget Function 030 had to ahave
$5.8 billion off Cutlays, Due to a fine point relating to cost of living
ai].c:.imm that neod not be datailed here, this cirt wvas reduoced to $5.4
billien, . i

That isn’t very mach when cna conslders that dafense Outlays for that
year were estimated at $273 billion. It involved a cutt off less than 2
But this calculation cbscures two very key rifn-pninu of the

Preaidant exempted military pexmcnnel from tha outs, Thatt
reducticns out despsr elsesvhare, sincs tha sama total of §5.4 billion

outlays was applled to a gmaller basa. :

Firgt, the cut isn’t spread ovar all defense spanding. In FY86, the
in

Second, you cannat nequestar that §5.4 billien in . Outlays
are the checks issued by the goverrment. Cutlays are causa
deflcits. But Outlays are simply tha fallout frem Budget Autherity --
that is, mamtnrmwmuwmwmwd. It is

Auqthority that gets saquestarad. This is not, however, an
inconsequential detail of interest only to gresn—aye-shaded accountants.
It is key to the appalling havoc Gramm-Rudman can wreak, The problem
avolves this way: :

o Taks furds provided for Procurament, the area of the budget from which
weapons are bought. These monies are spent slowly. For example, in
mq:pmpriatqulltrnfwﬂl—trn&ﬂgntmﬂty-
nmduitnmildannixmftmrriar* put it will tAke nearly a decade
tasperﬂitallmmmﬁhigpmjmt. On average, for evary $7 in
Procurement Budget Authority votad by Congress this year, only $1 will
ba spent — 1.e., become Outlays — this year. Tha rest will be spant
in future years, '
o As a result, in order to block §1 in Procuremant Outlays this year, we
|
i
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muat eequestar 57 maxlqntmﬂwrity. mmﬂ:r&d\iiﬂwn in
MmmmmmwmmuMIm §7 from the
"w bank aceout, that im, from its Budget Authority.
o The ratio of Budget Authority £ autlays ~- tiit is, the speed with

which Budget AutBority 18 convectad to Oytlays — varies acyoes the :_ .
mary budget accounts. Pex the total, it comes to alout 2.37to-1 this’
In other wirds,- td' stop $1 in deferme Outlayw (eoesluding oot

military parsamel), we must sequester $2.20 in defense Budget

Prospects—Ibe Canlig Sesuestration

That’s a lot of bnchgrmﬂtubrirqmtpmi-yurlmdmati.
happaning now. For the {90 budgat ysar now befotw Congress, tha
President has submittad a kbudget proposal that ha says will meet the
Gramm-Rudman daficit target of no more than $100 billion. In fact, his

places the deficit at $91.1 pillion — a drop from the
$150 billicn to $160 billion range of tha past three y as shown in
Table 1. It’s especially stuming considering: . '
u'ﬂnPrEBidunt’ﬂhﬁ}ttrﬂudlhillipl-thﬁrlmmrﬂ“tn-

boogt revanies; I

o The Presidant’s hudget lists new programs he wishes to be identified
with — thay cry out for more Qutlays, not less; andd

o The President’s udget raises defense spending enough to covar
inflation’s impact — dafense does nothing for daticit. reduction.

To be blunt, the Fresident’s bottom line on the le.ld:l.'t-il atched in
with scme creative accounting and a lot of roey assumphiions about the
sconcrmy.  For example, mmmmmu ieap a whopping 9

in a singla year. It will take more than good for
unamployment rates, inflation rates and intersst rates to. as low as
the Preaident assumes for purposes of projecting his budget., But that's
naither hers nor thers, As I mentioned sarlier, Granm<Rudman dossn’t care
what daficit actually results; it only cares about what we say it will be.

. |
Then all should ba fina in the kinder, gentlec nation.

Dark cloud mumber cne:  The President’s budget ilﬂ}t moving., It's
ancrustad with political harmacles. Take just two Bush proposals that
haven’t flown in the past: Asset sales (saving $6 billion) and tha Diet
COIA (2 proposal to provide fedaral retiress with cost of living
2llowances less than the rise in the cost of 1iving, saving $3.5
pillion). The Bush budget is full of such non~startars. Purtharmore,
secuestration will hit domestic programs hard. nwltic programa
will take a heavier hit from sequestration while will take a
heavier hit from the Bush budget, On tha whole, the Bush budget would
akim one-third more off damestic programs than would sequestration, Thus
therw is no encouragemant rnrliburﬂsinﬂumhtamm
uﬂqct—ﬂwmabntmmmwithmum. As a result, the
push axiget is dead. hssuning the Congress does not all 13
appropriations bills by Octcber 15 (with the assumad deficit hald within
tha Gramm-Rudman target), Gramm-fudman directs that scmething called the
nourrent services kbudget! be reviewsd for a possible sequastration.
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Dark clood mumber twod Dasplte MB’s rosy m\:u}- on
unemployment, inflation and interest rates, the cwrrwt sarvicss budget
shows a deficit of $126 billion. “Qurwit sarvices” DA the previcus
year's budget projected into the cu- "mt year with only encugh money added
to keep current sarvices flowing, {.v., encugh money tocover inflation
ard fact-of-life increases (like more pacple retiring and golng on Social
Security.) The current mervices budget assumes the goverrment is on
automatic pilot., That $126 billion deficit projestion would kiek in
sequastration with the effects gshown in Table 2, i

Table 2 i

THE GRAMM-FOOMAN TRACK |

(billions of dollars) - . |
Gramo-Rudnan daficit ceiling !‘.?rlﬂﬂ
foaurrant Garvicea" deficit © 136
Gramm-Pudnan sequestration 1.

Half of saquestration applied to defenss 13

corvarmion of Outlays to Budget Authority 30

Dafense BA subject to sequestration » | 271

parcent of above Defense BA sequestared | 11%
|

+ This i the sum of FYS0 BA that will be outlayed in FY90 mirus
military personnel funding plus pricr year BA not!yet obligated.

As Tabla 2 shows. this would require stripping $13 ioi;;im from
defense Oytlays. Assmuming the President excludes militkry perscnnel, that

would mean a cut in deferse Pdgat Authority totaling a whopping 330
billion or closa to 11 percent of the sequesternble FYPD defensa budget.

Iet me put that $30 billien into perspective. In high=flying
years when Defense Secretary Caspar Wainberger was submitting
ple~in-the-aky budgat roquests, and Congress Wad slashing with easa, wa
averaged Budget Authority cuts of §21 billlien a year for six strajight
years. Now, we arm looking at a budget submission for FY90 that has
ﬂrmygmntmmmummMWrMimwlmmw
ard Bush Administrations — two under Secretary Frank Carlucci and one
just aftar the Bush inauguration. And yet we are talking about cutting
this triple-scrubbed buiget by mach mors than we previcusly cut unscrubbed
budgets. Thare’s trouble brewing.

Looking back at the FY86 sequestration, it’s quite clear sequastration
mmtthuﬂafﬂmwrld.'ﬂumhuthhqiu t sequestration did
not live up to its horrific billings. Many of us in were

our teeth and anticipating all sorts of tarrora. Nona of them
matarialized. Tha Pentagon weatharad the crisis with nary a ripple.
Consequently, thers’s a tamptation to say, "gequestration, cbfuscation;
why worry?" And that was my {nitial reaction == wntil'I worked my wWay
through the detalls, That showed ma thare are four redschs to worry.

|
First, the ona cbvious worry is the size of the cuts. In FY86, wa
chopped $14 billion off Budget Aurthority, MNow we are locking at a $30
! L
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billion chop — more than twice as much, put this yearts problem is not
that modest. Sequestration actually threatsns to'do quadruple or greatar
tha damaga of 1988 -'fnrru:mltg:;rﬂuﬂmm, '

peascn Number Two to worry: At the time of the last sequestrmtion, we
wers forecasting inflaticn that didn’t materialire, Welended up cutting
iated to cover inflation that didn’t ooour: This time, I

c:mtmuqmtmdmmmmﬂntimpmhﬂ. "In FYB9, we
headed in the cpposite direction as the March estimate of inflaticn
Mmtmhnlmmtmmttummﬂnﬂm-

Table 3
HISTORY OF TNFLATION

(percentapes) i
Fiacal DoD Actual 'D.‘I.ﬂ..l
_ynar EProdection _mte AL Z
15982 8.9 7.5 +1.4
1983 6.3 3,6 42,7
1984 3.7 3.0 +0.7 |
1985 4.5 33 +1.2 |-
1906 4.0 2.6 +1.4 W, tion
19u? 34‘ 311. +U-:| :
1908 4.5 3.6 +0.9
1989 3.4 1.6 est, -0.2
1990 3.0 ——— -—

|
Bource: Hational Defense Budget Eatimatea for FYL1§50/1991,
office of hssistant Sacretary of Defense (Comptroller), March
1989, Table 5-10. '

he Mministration is assuming a rosy sconcailo futire with little
inflation. Ghould {nflation be greatar than officially forecast, the
mrmbmmtwﬂdsuffwuqmwmﬁmmld on tha surface
because funds laft over after gequestration would havelto ba used just to
covar inflation. To simplify, the 4,9 percant out 1 time wvas only a
3,5 parcant cut in reality (4.9% cut mirus 1,4% inflation woess = 3.5%),
deayanllpermntmtmi@itmllymmﬂtmbilu cut (11%
cut plus 1% uncovered inflation = 12%). Thus, we’d ba' about a
sequestration deling almoat 3-1/2 Lines the damage of four years ago.

Third, r?asthfimmrd-fmmtfwdaMumaM|m
straic;ht;,rearunrntmdymlirmuﬂ. mh.ﬂc}lth;lm-ryhdmnm

Table 4. The buildup was big and fast, The n-mrmmt budget in
all categories was well padded. The saquestration 3 sliced a little

off the top. |
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Table 4
FUAL DEFEMER MUDGET ADTY
(in billiens of =" .wtant Fiad ddllars)

Year _3. Chanoe
78 217 :
FY79 214 - 1% :
FY80 218  + 2% '
FY81 244  +13%
Fya2 272 +12%
FY83 298  + 9%

FY84 312 + 5% _
Fy85 B4+ 7% :
FY86 32l - 4% . sequestrgtion
Fy87 310 - 3% '
Fy8s J01 - 3%
Fy89 299 - 1%
put FY90 will be tha rifth straight ysar of real inas in tha
dafensa budget. The padding is gone. One can argue ‘in FYa6's 5

percant tion, four parcartage points came wess inflation
ard budget padding ard only che parcentage point cut into red meat
conversely, for FYSO one can argue that only cne parcentage point is
padding and the othar 10 percentage points are real. In that cass, this
ysar's sequestration would be 10 Limes more saricus than the previcus

tion. Is that doomeday gamesmanship =—— an over-reliance on worst
cass analysis? Perhaps. Let’s be cptimistic and say h&*gxwm
points are padding. Thus, this year’s saquestrabion would be "marely" gix
timeg worsa than the last time arcund, ;

"program, project and activity" — is purely machanical, 6tatad more
blurtly, it is mindless. No one in his right mind d just lop 11
parcant off every defense program — sl cqu.ulli high priority

programs as well as low priority programs. It's Wa did it in
FY86, but — for the reasons cutlined abcve — the ~tha-board cuts
ware not so cuckoo in practice as in theory. This ~- for tha sama

reascons outlined above — the cuckieness is likely to ¢eme home in spaces.

o Do you really wart to cut 11 parcant off the ooe Trident mib we will
furd? (If so, pleana indicate whether the 11 psrosnt should came from
tha fore or tha aft.) '

nmymmllywnttamrtllpﬂﬂmtofrthlhﬂh#rﬂdubﬂn;mﬂt
at one of our bases? (If so, pleasa indicate whather we should drop
the tollets and showers, or just akip the roof.)

uDaymrenllywunttamtllpuw:taffthlhmw'lﬂ-ltuﬂcpmqnm?
(Evan aftar Gorbachav’s announced cutbacks are campleted, the Soviets
will still outmumber us 2-to-1 in tanks.)
omymrmllymntmmnpumtoﬂfrmmhmuﬁnguu
training time, maintenance of equipmant, and spare parts? (Does it
rmllymkammtnkmpttnp:plonﬂ@ipunﬂb}tmttamin
them and maintain them?) .

|
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Yea, thare’s a cartain silliness in thesa umplu. But that’s
because thare’'s a silliness mmm*:mumcwpm Tha
Gram-Fudman sequestration formul: ;mwwmwmmgl
Gramo-Rudean ssquestration.

Yes, 1f we had to cut dafense 11 parcent, wa would ly cut the

5
i

ohsaqmtntimﬂdsfallhmldmtmtm ; 38 was trua in
FY86,

o A sequestration this fall would in reality not
bita of FY86, but several times the bite —
already bean wrung out of the budget, and becausa ation is
pointing in the cpposite direction.

o A sequestration this fall would produce not meraly 'large cuts, hut
also mirdless ones because tha allocation formula forces the

Partagon
accountants to do what no thinking plarner — htwtl’hlru!tl'urim1:nr
tha laft — mﬂdwdn

i ! ;.
thenoe whither?--ihare do we go from here? -*

That’s the hole wa are in. mtmquh'gta apout 1t? Therwm
are four logical altarmtim Ay of them oould ba aid or soma
cambination might be used.

First, we can just accept mmtmtimﬂam!dw]li:.

Second, tha Congress could write an altarmative hﬂqﬂ: aftar
sequastration so that tha worst aspects of the acroas cuts arm
millified ard same rationality is restored to the
alternative would require the Presidant’s signatura,
also have acoept the bottom line of 326 billion in

Third, the Congress oould rewrits the Gramm-Rudman/goals and stretch
them (again) in ordar to make the declining deficit llbp- ‘ghallower and
thus ease the difficulty of cutti.ng the deficit.

Fourth, replicating the events uf two years ago, tha Exscutive and
Legislative Branches oould came together in ancther Sumit at which
tha President’s lips would ba sealed and sufficient " snhancements"
approved to limit the scale of budget cuts. :

The first is a prescription for disaster. The “merely
amelicrates disaster. Tha third makes practical sanse, but pnliticzl
nonsansa, sinoe it makes everycne look silly, The last has the benefit of

‘baing good, socurd, raticnal policy — which dosseh’t wea’ll do it.

Peid |
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- . March 7, 1989 %
The llonorable /
Teddy Hollek ’
layar of Jerusalem
Mupnicipality of Jerusalem

Dear Mayor Xollek:

Secrekary Baker has asked me Lo send to you the fFollowing
reply CLrom him to your recent letker of congratulations:

"pear Mayeor Kollek:

"Thank you for your kind lebkber on my becoming .
Socrekary of Stakte and please accepkt my warm

.. gongratulaliens on your recent re—-eleckion as Mayor of
Jerusalem. I have long admired your efforts to
maintain Jerusalem's character as a city of amity and it
réconciliation,

"I believe strongly that the unity of Jerusalem cannot
ke brought into gqguestion and agree with you fully that
resolution of Jerusalem's staktus will be crucial to a
final, comprehensive settlement of the Arab-Israeli
conflict. Best wishes [or your sixth term in office.
"Sincerely yours;

"James . Baker, IIL"

Sincerel

Consul General
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"THAT WHICH UNITES US [SFAR GREATER THAN THAT % HICH

DIVIDES US.” Rav KOOK

FAGE @1

erusalem Reclamation Project

March 23, 1989

Prime Minister of Israel
Mr. Yitzchak Shamir
Kiryat Hamemshala
Jerusalem

Dear Mr. Shamir,

I am pleased to inform you that on June 1st, 1989, we of
the American Friends of Ateret Cohanim are celebrating

our Third Annual Yom Yerushalayim Dinner at the New York
Hilton,

It will be a great honor for us to have this event under

the patronage of His Excellency the Prime Minister of
Israel.

Due to the late date of this request, we would greatly
appreciate a favorable response, as soon as posasible.

Res/reMa,

Jedge Maryles

]
Pyludtnt

JERUSALEM RECLAMATION PROJECT
A DIVISION OF AMERICAN FRIENDS OF ATERET COHANIM (TAX DEDUCTIBLE)
450 SEVENTH AVENUE. SUITE 921, NEW YORK, N.Y. 10123 (212) 9677310
ISRAEL OFFICE: 51 HAGAI 5T, OLD CITY, 87500, OR PO.B. 1076 JERUSALEM 81004, {02) 273668, 273810
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1‘ REP. SMITH1 Okay. And in response to & number of Gur
queaticrns, of course, wae've had a problem because there has been &
lack of people who are really authorized to speak on behalf of the
Dapartmert. And 1'd like to ask you a gouple guesticons if I might,
ard they don't deal directly with the authorization of the State
Department, but rather right now policymaking in the SBtate
Department. And it's troubling, at the very least, Last week, you
weare in frent of one of the committemss and had an Excharge with

Congressman McHugh
‘ o ) ' v Y P g
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regarding the policy of the Uriited Btates vis-a=vis t@l FLO and

Israel and regotiations and the like. And I'm just curiocus, in - . '
1988, jumt mix months apo, in Bsptember, the President made a
npesch, and he said that, "1 have made very clear that I am copposed
to san indeperdent Falestinian state for a simple reasern Such a
state would be cortrary to American interests. Anyore who has
trouble makirg up his mind on this issue or who proposes to laave it
oper, just doesn't understand the dangers to Israel ard to the

United States." That's a gquote.

Car you tell me, given your exchanpe with Mr. MeHugh last week,
and the readirg that is ricw being made arcund the world that the
Uritmd States has come to an irevitable, guete, "conclusion" that
the Israeslis are going to have to sit down and negotiate with the
PLO, would you tell me what is the administration's position
regarding an independeant Falestinian state? Whare doss the
adminigtration's current diplomacy deviate from Prlii#int Bush's
remarks? Ard what is the position of the United States vis-a-vis
the PLO in light of what has pore on in the territoriss and the
terrorist attacke arnd the like over the last few mantha? This is
something that's very troubling to a lot of us, &E YOou Know. .

SEC. BAKER: Mr. Smith, as I have testified befors the
Corigress, 1 have no == 1 have nc difference at all with the
statement that vou guoted., Ard I have so testified in my
confirmation hearing and ctherwise, it is the policy of the United
States that we do not support an irndepandent Palestinian state. So,
1 hope that arswers that part of your gquestion.

REF., SMITH: Well, let me ask you that on that part of the
question. If you dor't support arn independent Palestinian state,
but you are going te or already have drawn this inevitable
corclunion that the FLO must be dealt with by Israml, and that the
PLO has stated that they will have rothing less than an independernt

state, tell me where we're going to move in this regard?
|
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BEC. BAKER! I don't think anybody's drawn any inevitable
corclumicon, and I certainly didn't in my testimony, Mr. Bmith. If ’
wou' 1l go back and reed the trarscripts of my testimorny before Me.
Obey's Subcommittes as well as my testimery the falloawirg day before
Senator Leahy's Committee, I don't think you could draw that

conclusior.

REF. SMITH: Gc, at the present time, the United States
position in terms of these negotiations, is that you -- we, the
United States == will corntinue to tallk at the low-=level that we are
wWith the PLO in Turis through Ambassader Pelletreau?

SEC. BAKER: That's beer cur position ==

REF. SMITH: And we have rnot made & policy statament that we
are going to recommend to Israel that they rnepotiate with the PLO --

SEC. BRKER: We have rot ==
REP. SMITH: == or take any starnd that they rﬂlul'l'.? .

SEC. PAKER1 We have rot made a policy decision that we are
going to take a stand that they must. At the same time, Mr. Bmith,
I think it is == I think it would be a major mistake for us to ——

particularly

irn light of what has taker place —=— what took place at the erd of
the last admiristraticr; that is, the bepgirmivp of a dialcgue
between the United States ard the FLO == it weuld be wrong for us to
categorically, absclutely, totally and completely rule cut, urder
ary and all circumstances, any dialopue that mipht lead us toward
peace. That happevis to be my view. It wae my view last week: it is
my view this week, I think it is a very reascnable View, '
particularly irn light of what's happered sirce cur own dialcous
begar. I den't eguate it with the suggestions veu made ir y;ur
criginal guesticr. -
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REE. SMITH: But -- so, therefors, you have not, at this point,
made any approach to Israel regarding the statement that was
basically the thrust of the testimony in front of Mr. Obey's
subcemmittee, and that is that Israel must evernutally regotiate with

the BLOT? There's been no ==

SEC. EBAKER: No. Ard 1 -- and that was reaver sugpested in
either of those hearings cr in the excharpe =-- '

REF. SMITH: Well, you kriow == (with a laugh) == Mr, Secretary,
I read ity ] read what you said arnd I rasad what's being reported.
frnd the impact seems to be a lot different than ﬂ*rhlpl WAE
intended. 6And that's cne of the problems. And now, ag you Wricim,
Israel is attempting to deal with Palestinians on the West Eark, and .
to propose some Kind of increased participaticon by them, and scme
lpadership. fird if people hear that the United Btates is talking in
terme of the possibility, & strong possibility —— there was nc e
posgibility here, it seemed to me to be maid rather strongly by wou
that there may come a time when Israel mipht have to rnegotiate with
the FLO. Thern what's going to happen is that Ierael will have no
capability to deal with these Falestinians bi¢AUIﬁ they'll feel
irrelevarnt irn the proacess McwW. And that, to me, seams to De a

rather difficult position ==
ceC. ERKER: Mr. Smith --
REP. SMITH: == to put cur ally irn.

SEC. BAKER: Let me simply say that efferts to == that efforts
to repgotiate with Falestinians in the Occupied Territcories have rot
et with much success, regrettably. But, the fact <of the matter 38,
the situatiorn there, over the past riumber of yesars, haz not
improved, it has, irdeed, detericorated. The Uhit*d Btates has some
differerces with cur staunch ally Israel, Wae are committed, ag you
krncow, totally and completely to the security of I*Fntl. Arnd that
commitment is strong and enduring arnd it will n:vqr chenge.

NN
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But we do have, and have had for a loeng time, some differerces
which we discuss from time to time with our ally. Fer instarce, we
believe in land for peace as a solution toc the problems in the
Middle East. We believe in UN rescluticorns 242 and 338. Bo, I dorm't
think that we should eguate differerces with the c?nﬁlu-inn: that

you suggested in your original question, if I may may so. l|
REP. SMITH: HWell == thank vou, Mr. Chairman.

REFP. GILMANG Thank you, Mr. Chairmarn. Mr. Secratary. just to
pursue that line of guestioning & bit, are we doing anything to trv
to encourage moderate non-FLO members to come forward to meest and
discuss the Falestinian issue?

SEC. BAKER: UWe'wve maid, Mr. Gilman, that we think that wiuld
be the preferred aporoach. That'e been cur pesition for some tims
&nd I think I =aid that last wesk,

REP. GILMAN: And are we exploring some of those possibilities?

SEC. FAKER: Well, we would encourage those to the extent that
we could at any cpportunity. Let me say that cur dialeg with the
FLO ~= we intend to use, arnd are using, to make clear to them that
they must demonstrate through action what they've said rhetorically
—-= that they rmed to show us. And one way to do that, of course,
would be rnot to starnd in the way of Palestinians in the occupled
territories ergaging in & dialop with Israel.

REP. GILMAN: Arnd I would hope, too, that as part of cur
dialop., that we're remindirg them that eur apreasment to discuss the
isgue with the FLO had to do with == had been corditigned upan ==

their renunciation of terrorism.

BEC. BRAKER: Absoclutely. We remind them of that freguantly,
We have reminded them of that frequentlyv.

NX19N0
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REP. GILMAN: Ard unfortunately, those attachks have besr
contirnuing. And I note that Mr. Ambassador Pelletreau recently
met with Yassir Abu, the riumber two man in the DFLPy & group that's
beer resporsible for a riumber of the attempts to infiltrate Israml's
border, I would hope that we would be very strong in our aporoach
With them with repard to thome infiltrations. Theyv are arcding the
whole process. i

SEC. BAKER: I don't disagree with that, Mr. Gilmar. Of
course, there's a sericus question as to the extent to which that
particular group can be corntrolled by the PLO.

REP. GILMAN1 That's crie of the problems of desling with the
FLO, that they do rot have centrol of these various groups. And,

Mr., Secretary, I want to commend you for a numbmr of cccasicons of
sticking to Fresident Bush's esarlier statement, when he was
campnig;ing, that he made ~= and I guote from a Beptember 7, 1988
atatement, "That ['ve made it very clear that I'm cpposmsd to an
irdependent Falestiriar state for a simple reascn. . Such a state
would be a threat to the sRcurity of Israsl and of Jorndan, and it
would be contrary to American interests.” And then went on to say,
"Ariyorne who has trouble making up his mind orn this lssue, or who
proposes to leave it opern, just doesrn't uriderstand the danpers to
Israel and to the United States -- just doesn't undprstand the very
real threats that contirnue to exist. "

And I riote in your taestimony today that again you msay, "He
continue to believe that an independent Palestinian, state would rot
be a scurce of stability or contribute to a just and und-nfing .
peace. " And wa == many of us =—= appreciate your strong mtend with
regard to that iasue, A riumber of the Arab states FHIMIHIVII
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have irdicated to us that they would rot look faverably upeon an
independent Palestinian state. It would be & lack of stability.

SEC. BAKERt Mr. Gilman, you don't need to limit yourself to
what's in my written testimony. If you go back and look at my
canfirmaticor hearing, vou'll alsco see where I ﬁ-uaqfirm-d that,

REFP. GILMAM: I noted that.

SEC. BAHKER: And furthermore, I've made the pqiﬁt to any numbar
of my counterpart foreign ministers during the cournse of my trip
arcound NATO capitals several weeks ago. Bo, I den't think there's
ariy guestion about where this administration is on the issue of an
indeperdant Falestinian state.

i
i |12 japaap
|

REF, EERMAN: All right. Hearing your answers to Mr. Bmith's
guestions and Mr., Gilman's gquestions, tell me if this 158 & correct
characterization of Uf position under the Bush administratiorn, that
the Bush administraticn policy is contirued cppositiorn to an
indeperndent Falestinian state, that the Bush agministration position
is that whatever might change circumstances, d.vilmﬁm!nti. things

m1?ht happer ir the future, and rictwithstarding the fact that the
Urited States riow has a dialcgue with the PLO, it im the Bush
administraticon's pelicy to erncourage the Igeramlic to mspesk with
| Falestiniarns orn the West Bark and Gaza, not to =- apd ?t is not

current US policy for the -— to urge the | i
By
dialogue with the FLO im Tunis. : R e S e

| ;N1
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SEC. EAKER: It im UBE policy to encourage the Israelis to talk .
to Falestinians, Mr. Eermar. And it is not US pelicy to rule out
categorically, absclutely, totally and completely ary other
discussions. That's US policy.

REF. BERMAN: ivi the Republicern platform in iiiﬁ, a platform
which newspaper reports indicated that you played some role in as
the, at that time, campaign chairman for Vice FPresident Eush,
although 1 don't krow what the sequence of that is ==

SEC. BAHKER: I resigred from the Treasury Departmant orn the day
the Natignal Convernticon began. Soy, I had very little to do,
practically nothing., with the platform, Mr. Bermar.

REF. EBERMAN: Well that's, &s & pereral rule, & good policy.
But the Republicarn platform ivrdicated the corditicorae, for talking to
the PLO. They included the statutory conditions which Secretary
Shultz irdicated he felt had been met. But they #&lsc included a
provision which asks —- which said that the FLO should remcve
language from itse charter demanding lerael's destructicrs There is
riow & dialocgue going on betweer the United States aved the PLD
representatives, To what extent is this issue a subject of that
dialogue? Is it rot appropriate, as part of the confidence building
measures, to be --

SEC. BAHKER: Yes, sir. It is mot an irnappropriate subject for
that dialogue. Arnd it would be the kind of step, angng others, that
might be taker by way of confidernce building measures. At the same
time, it was rot a conditior to the commencement of & disloge
betweer the Urited States arnd the FLO because it was not
~gpresentative of Urited States policy at the tiwme, even thouph it
4as a provision in the Republican platform. So, the dislogue began
arid the answer to your guestion is, ves, it would be appropriate.
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In the Middle East, the Arab-Israell conflict has long
engaged America's attention, resources, and qaod will. Our
mediation bore partial fruit in the Egyptian-Israeli peace
treaty., But the task of fashioning a compruﬁuniivu settlement
remaing. Israel and its Arab neighbors must'hu at the center
of the negotiating process. As always, we sﬁand ready to
help. The purpose of negotiations is a just* endhring peace
that ensures Israeli security and satisfies the legitimate
rights of the Palestinians. Toward that end, we advocate
direct negotiations based on U.N. Resolutions 242 and 338.
Realistically, Jordan must play a part in any agreement. And
the Palestinians must participate in determining their own
future., We continue to believe, however, that an independent
Palestinian state would not be a source of stability or

contribute to a just and enduring peace.

The need to bring sbout a comprehensive srttlemnnt between

Israelis and Arabs in the Middle East is pressing.
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' talking to both sides about how to defuse teﬁsinn? and build an

J At the same time, neither side should expect to resolve the_ﬁ]

. also discuss these issues with the PLO in Tunis.

Continued violence end tenaion have crasted an lt!i'lﬂlphlri of
hatred and mistrust, making it that much more difficult for the
parties to assess the prospects of a negotiating process. This

cycle of confrontation must come to an end, and we will be

atmosphere of confidence and trust.

dispute through small steps. In our dialogue with Israel, and
in our dialogue with the PLO, we will be pressing for realism
with regard to their views on the core issuas of the conflict
__ territory for peace, security for Israel and Palestinian
political rights., We will be urging dialogue between Israsel
and Palestinians, to set the stage for nequtiutia#u on
transitional arrangements and on final status of the occupied
tgrritaries. These discussions began during the ?iait to
Wwashington of Israelil Foreign Minister Arens, andlth-y will
continue and intensify when Prime Mlni:tur Shamir and Egyptian

President Mubarak visit Washington in the weeks ahead. We will
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Arab-Israeli conflict, however, would be teoo limited. Libya
continues to be a destabilizing factor in Harth;htrica and
elsewhere in the region. Tha situation in Lebanon remains a
rebuke to everyone's hopes for a restoration of, stability and
independence for that tragic country. And a lai:tl.nq peace

remains to be established between Iran and Iraq,

issues, We will also work with the United Hutiun;u on some of
these regional conflicts. The U.N. should be saain for what it
is, an expression of the world's desire for peace, and also too
often the scene of those passions that prevent peace.
Experience indicates that when nations agree on procedures and

substance, the U.N, offers a valuable forum for making progress.

A Middle East policy focused exclusively on the

We will continue working with other nations on these
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In the Middle East, the Arab-Israeli conflict has long
engaged America‘s attention, resources, and good will, Our

mediation bore partial fruit in the Egyptian-Israeli peace

treaty.

But the task of fashioning a comprehensive settlemant remains.
Israel and its Arab neighbors must be at the cuqt-r of the

negotiating process. As always, we stand ready to help,

The purpose of negotiations is a just, endur;inq peace that .
ensures Israeli security and satisfies the l&qiqimutu rights of
the Palestinians. Toward that end, we advucata:diruct
negotiations based on U.N. Resolutions 242 and 338.
Realistically, Jordan must play a part in any aﬁ:almnnt. And
the Palestinians must participate in det&rmininﬁ their own
future. We continue to believe, however, that aﬁ independent
Palestinian stqte will not be ; source of ntabilﬁty or

contribute to & just and enduring peace,
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A Middle East policy focused exclusively on the

Arab-Israeli conflict, however, would be too limitad Libya
continues to be a destabilizing factor in North Africa and

elsewhere in the region. The situation in Lebanon remains a

rebuke to everyone's hopes for a restoration of stability

independence for that tragic country. And a lastiing peace

remains to be established between Iran and Iraqg.

We will continue working with other nations dn these

issues. We will also work with the United Hltiﬁdu on some of
these regional conflicts. The U.N. should be zean for what it

is, an expression of the world's desire for paace, and also too

often the scene of those passions that prevent peacs.

Experience indicates that when nations agreé on progedures

s valuable forum fof making pro

;uh:tance, the U.H. offers

and

and

gress.
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Macch 22, 1989

Prime Minister Shamir
Foreign Ministry
Jecusalem; lsrael

Fax No: 011-972-2-303-367

Enclosed copy of Reselution for your information.

f !
Yehero Pretoek

Halen Smolack
President
Toronto Zionist Counci

Encl. (&fﬁT“r_v

Propartis. Zianist Coantra, Teronle — Camp Shatom. Gravenhurst  « Athletad Organization: Cansdlan Holocaust Remembrancs Associalion
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Resolution passed at a Public Forum convened at the Sheraton Centre,
Toconto, Canada, by the Toronte Zionist Council and the Canadian Holocaust
Remembrance Association eon March 19th, 1982, to addreas "The Propaganda War

Against Iscael®.

= This Public Forum, attended by some 400 individuals representing a broad
spectrum of canadian thought, repudiates the distortions and falsifications
concerning events in Israel and its neighbours,

= In order to separate myth from fact, we call on members of the Media to
check scurces for accuracy when reporting news pertaining to Israel.

= We call on all democratic Nations to respect the sovereign rights of the
State of Israel.

= We stand solidly with the pecple of lsrael, and their democratically
elected representatives; and we join with them in a shared yearning for
peace in that region.
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