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The Monorable James Wright

gpeaker of the House of Representatives
washington, D.C. 20510

Dear Mr, Speaker:

pursuant to Section 1205(b) of the International Security
snd Development Cooperation Act of 1985, as amended, please
find enclosed the Israel Economic Report, The report discusses
economic conditions prevailing in Israel that may affect its .
ability to (a) meet international debt obligations end (b)
stabilize its economy.

; ’g};@%gh

Ke C. Kammerer
Director -
Office of Legislative Affairs
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Executive Summary

israel's comprehensive economic stabilization program, launched
in 1985, initieslly lowered inflation end stabilized prices,
while reducing the trade deficit. Underlying economic factors
and external forces, however, combined to slow both the
ambitious adjustment and economic growth in 1988. These
problems include (a) an inflation rate that remains higher than
1srael's trading partners' (b) wage rates that ere outstripping
productivity; (c) private consumption expenditures that are
rising faster than GNP; (d) a fixed nominal exchange rate and
relatively high interest rates in 1988 that tended to enlarge
the current account deficit and slow invastmant; and (e)
stagnant growth in productivity in the business sector. The
uprising in the occupied territories is also having a negative
impact on the economy. Not suprisingly, it sppears that real
GDP growth will drop to 1% in 19B8.

Recent budgets had succeeded in reducing the budgetary deficit,
excluding foreign grants, to 10% of GDP by 1986/87. Lower
economic growth and the uprising in the occupied territories
have, however, widened the deficit again. Despite diligent
efforts to restrain spending, current expenditures rose an
estimated 15% in 1988. Bubsidy cuts on transport, education,
health, fuels, milk, poultry and bread and a few culs in
Ministry budgets were therefore announced in November 1988 and
January 1989 in an attempt to reverse direction on the budget
defcit.

Exchange rate policy snd high domestic interest rates continued
to attract overseas capital, possibly contributing to money
supply growth in the latter half of 1988. The fixed exchange
rate policy, however, made it impossible to reduce inflation
further from its current 17% level to the world rate of about
4%, also reducing the profitability of exports and import

' gubstitutes. Recognizing the unsustainability of such a

policy, the GOI devalued the shekel 13.4% during the week
ending January 1.

1srael's trade deficit widened in 1988, as a result of an
overvalued exchange rate and earlier wage hikes. The GOI,
however, was able to sustain its $4 billion deficit through net
unilateral transfer payments, primarily to the public sector.
U.S. aid, which amounts to US $1.8 billion in military
assistance and another US $1.2 billion in cash grants annually,
is the primary source of the transfers., Despite the transfers,
Israe)l is continuing to run a current account deficit of

$1 billion annually.

=




; {/? A. ﬁecent Economic Trends

Following more than ten years of rapid inflation’snd balance of
payments deficits, the government in July 1985 launched a
comprehensive program for economic stabilization. The program

4 achieved significant improvements in two critical areas

! --inflation and the budget, and, temporarily, also in the

3 belance of payments,

%;/ The year 1985 was 8 turning point for the Israeli economy.
2L

Inflation dropped from an onnual level exceeding 400% in 1984
to 20% in 1986, 16% in 1987 and about 17% in 1988. The current
| account of the balance of payments changed from a US $1.5
: billion deflicit in 1%v49 vo m us $1.1 pi1llign Burplus in 1985,
A US $1.5 billion surplus in the current agcount was recorded
in 1986, but 1987 showed a US $697 million deficit., The
deficit was expected to stay at roughly the same level in
1988, The budget deficit, exclusive of foreign aid, has &
declined from 26% of GNP in 1984/85 to 10% in 1986/87. This
ratio may, however, have retrogressed to 14% during 1987/88.

Economic nctivity surged in the second half of 1986 and the

firet half of 1987. Productivity increased in the business

sector from 2.9% in 1986 to 3.2% in 1987. Unemployment dropped

from 7.1% in 1986 to 6.1% in 1987. The expansion was fueled by

rapid growth of private consumption and investment, Private

consumption rose 14% in 1986 and B.1% in 1987. Fixed

} investment (excluding housing) rose 1.1% in 1986 and 16.8% in

: 1987, Public consumption, excluding defense imports, declined
4% in 1985, remained stable in 1986, and rose only 1.8% in 1987.

These achievements, however did not address the underlying
structural problems that led to the development of

a. Higher inflation in 1988 (roughly 12% above inflation

rates among Israel's major trading partners). .
b, Wage gains in excess of productivity: reasl wasges rose
8% annually in 1986 and 1987 and gained another 6% in
1588.
c. Private consumption in excess of GNP growth: private

consumption jumped 14% in 1986; 8% in 1987; and an
estimated 3% in 1988. GNP growth was 3.3% in 1986, 3%
in 1987, and only 1% in 1988. Consequently, private
savings did not increase sufficiently to finance
investments and narrow the balance of payments deficit.
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67 a. The stabilirzastion plan and the end of the high

T inflation had long been characterited by a fixed
nominal exchange rate (despite domtatlc inflation

lation) and by

relatively high interest rates, Topgether with the

rapid rise in wages and in consumption, these factors

tend to accelerate the current account deficit and to

tlow the rote of dncrease in investment,

e. Factor productivity has not grown gignificantly either
this year. The exceptionsl increape in productivity
growth during the years 1985-1987 may have been due to
the following factors: the sharp decline in the rate
of inflation, which diverted efforts from financial to
productive activities; the decline in energy prices
which increased the value added of domestic
production; and the pullout from Lebanon, which
decreased the number of reserve duty days snd the .
resulting work disruptions, The impact of these
factors on productivity growth was of a one~time
nature and has probably faded; the rate of inflation
is relatively stable, and energy prices are not
expected to decline further.

These underlying problems contributed to a general economic
slowdown in mid-1987, which was exacerbated by the start of the
uprising in the occupied territories in December 1387.
Investment and exports stagnated as well as business output,
especially in manufacturing.

The uprising is having a number of specific negative impacts on
the economy. The construction sector, in which 45,000 of the
110,000 workers employed in the sector live in the Territories,
was estimated to have declined by 10% in 1988 (about 400
million NIS). The tourism sector is being hurt even more: by
as much as 20% in terms of the number of tourists (about .
250,000 tourists) and a decline in tourist revenues of
ppproximately $250 million. Moreover, an increase of about 2%
in domestic military expenditures is snticipated. The business
sector productivity is also affected by the erratic supply of
workers from the Territories and the extension of reserve
duties so that productivity growth in 1988 fell to about 1%.

B, Fiscal Policy and Government Budget

The budget fnr fiscal 19RR attempted to reverse the recent
deterioration in the fiscal deficit, but economic stagnation,
and the uprising have combined to stymie efforts at renewed
austerity. There was a diligent effort to limit the increase
in the budget deficit just six weeks before the November 1988



election through subsidy cuts for transport, milk, poultty, and

6}5? bread and by small across-the-board cuts for most Ministries.
Further subsidy cuts were snnounced on January 1, especially on
gasoline, kerosene and heavy fuel.

5 J}éqf Government expenditures on wages have been rising more slowly

in recent years than the rate of inflation, This trend is
expected to continue in 1989, Despite numerous labor disputes
during the election year, the government has not made any major
concessions to labor unions. Negotiations are continuing on a
new cost of living formula and a delinking of the minimum wage
to average wage levels. Defense spending was expected to grow
more than purchases for civilian purposes in 1988..

Altogether, ordinsry spending was expected to grow 15%.

Tax revenues have scarcely risen at all in 1988 due to the
slack economy and the 1987 tax cuts., 1In January 1989, tariffs
on imports are being lowered as a result of trade agreements
with the U.8. and the European Community. Under these ‘
agreements, teriffs and purchase taxes on imports will be
reduced 20%, thus reducing government income from tariffs by
some 500 million NIS. Some increase in imported goods might
reasonbably be expected so that sales and value-added taxzes may
partially compensate for the lost revenue. The 1589 budget

g contains a number of new revenue measures, including higher
educational snd health charges and higher purchese taxes on
cars, which will also help to offset this lost revenue.

The estimaled deficit for 1987/88 before foreign grants rose to
14% of GDP from 10% in 1986/87. The new measures introduced
during the last three months will hopefully achieve greater
budgetary austerity. Failure to continue the earlier progress
towards reducing the budget deficit will make it impossible to
reduce the import surplue and the currenl 17% inflation rate.

C. Business Bector Output and Employment

The general trend in manufacturing over the past twenty years ‘
has been towards high-tech industries which hsve had an
increasing share of output and exports relative to the
traditional industries. 1In 1987, manufacturing output grew at
an annual rate of 6%, As noted, this was a result of the
consumption boom and the expnrt expansion. Output of chomicale
and food rose at above average rates; in the metal and

electronic industries, there was a slight rise and in textiles,
output was stable. Commerce and services revenue rose B.5% in
1987. Manufacturing output probably declined 2% during 1988.

The prevaillng high rates of interest prevent significant
increases in the level of investment and expansion of the
economy's productive capacity. This factor combined with the
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low level of business confidence has probably caused fixed
investment to fall 3% in 198B., All in #ll, both GDP and
business sector output probably incressed by only about 1\ in
1988, Given a populstion growth rate of about 1.6 - 1.7%, it
follows that GDP per capits is virtuslly stagnant, putting an
end to the short episode of economic growth in 1986-1987.

Employment rose 3% in 1987 and, as & result, unemployment
declined to 6.1%. The downward trend continued in the first
quarter of 1988 and unemployment reached a low level of 5.4%,
in spite of the slowdown in the economy. This drop is due to
the temporary absence of workers from the Territories and their
temporary replacement by Israeli workers. With continuing
stagnation throughout the rest of 1988, the unemployment rate
has been rising. 1In the third guarter of 1988, unemployment
reasched 6.9% and rose above 7% in the fourth guarter.
Noteworthy has been the rise of public sector employment (over
20,000 employees) which moderated somewhat the losses in
private employment opportunities, : .

D. Monetary and Exchonge Rate Policies

Monetary policy over the periods 1986-1987 was characterized by
a fixed exchange rate. However, money supply continued to rise
at & rapid pace. The overvalued exchange rate was associated
with high domestic interest rates, exceeding foreign interest
rates significantly. This interest rate differential genersted
sizeable capital inflows (borrowing at low interest abroad in
order to earn high rates in Israel). High interest rates are
also fostered by a highly segmented capital market in which
limited unsubsidized capitel is bid up to high interest rate
levels., This sizeable inflow of capital may explain the large
increases in domestic money supply. As a matter of fact, a
leading monetary aggregate rose 27% in 1986 and 29% in 1987.
These increases are, at least, much less than the annual triple
digit increases during 1983-85.

The rapid growth in the domestic money supply has been & major .
determinent in contipued high increases in domestic prices and
wages. Thus, for example, nominal wages in manufacturing rose
43% between the second half of 1985 and the second half of 1986
end rose another 32% by the second half of 1987. 1In the
gervices industries, nominal wages rose 27% and 55%,
respectively during the same perinds. The manufacturing prioce
index rose 19% and 18%, respectively, and the services price
index rose 54% and 42%, respectively.

Real wages in manufacturing rose 20% in the second half of 1986
over the second half of 1985 and continued to rise by an
additional 10% through the second half of 1987; while over the
same periods, real wages in the services industries rose only
1% and then fell 11%.
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Continuation of this monetary policy, and in particular, the
lags in the sdjustment of the exchange rate caused s widening
gap between the prices of services and the prices of traded
goods and an increase in the trade deficit. Today, it is clear
to all policy-makers, and the public at large that the price of
an unrealistic exchange rate is the deterioration of
profitsbility in export and import- competing industries.

The shekel wae devalued by 13.4%, vis a vis the dollar in two
stages at the beginning of 1989. This devaluation was
accompanied by subsidy and budget cuts. The devaluation snd
budget cuts will improve the productivity and competitiveness
of Israeli goods and services only if the labor unions forgo @
cost of living adjustment that would otherwise have been
triggered.

In addition to these problems, 1988 has been a difficult year
for management of the internal national debt., Most of a recor
high government debt of 16 billion shekels, (up from 8.2 billion
shekels in 1987) has been recycled. This recycling haa

notably included 55% out of US £3.7 billion in bank shares in
October 19B8; the rest wes redeemed. Iansturs used most of

the proceeds of the redeemed bonds for additional savings
instruments so little has been left for expanded consumption.
Recent expectations for an approaching devaluation of the
shekel had pushed up nominel interest rates on government
bonds. In 1988 Israel did refinance $4.75 billion of its FMS
debt. This will save Israel over #$100 million annually in debt
service payments.

E. Other Economic Reforms
1. Privatization

1t is commonly acknowledged that government intervention in the
Israeli economy is above the optimal level, especially with
regard to its direct ownership of economic entities. However,
some progress was made on this issue during 1988 with
completion of the sale of 74% of Paz 0il Company and with
inter-ministerial approval given for the sale of 74% of Israel
Chemicals. There has been & drastic reduction in government
financial aid being provided to distressed companies, with
Alliance Tire Factory, for example, being allowed to close,.
Planning has been underway to allow private takeover of grain
imports, Future gteps toward privatization will probably be
based on the recommendations of the report submitted by the
Firast Deston Cerporelion Lo Lhe Minlstry of rinance. A
weakness in the report is that it focused on the steps that
should be taken towards privatization in saveral government
enterprises. It did not sufficiently stress that a
privatization plan should be:accompanied by government
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deregulation to foster a climate in which privete interests
will wish to purchasse and operste government asssets. The
Ministry of Finance has ststed that the proceeds of asset eales
will be used to retire debt.

During 1987 controls on numerocus prices had been-lifted so that
by early 1988, only 26% of consumer items were still covered by
price controls compared to B9% in January 1986,

2 Tax Reforms

In early 1988, » committee of experts prepared a report on
reform of the individual income tax system. Beveral

recommendations made by the committee are likely to be adopted
next year (but would not affect tax receipts bafore 1550),
These recommendations include the reduction of the tax burden
on low and medium-income individuals, without changing the tax
rates on high-income individuals. This is proposed to be done
by means of & reduction in the tax rates, an increase in the
number of tax credits and a widening of the tax brackets.

3., Capital Market Reform

Covernment intervention in the capital market has been

extensive. In previous years, this involvement was implemented
through numerous mechenisms dealing with investments and forms

of savings. These included: tex breaks on various types of
savings; the need for Treasury and Knesset approval for all
stock and bond issuvences by commercial firms in the stock
exchange; the regulation requiring banks, pension funds and
retirement funds to invest the major part of the savers’
deposits in government bonds; the granting of subsidized credit
for specific investments or for short-term financing of exports
(by means of reduced interest or directed credit); and
restrictions on the international movements of capitel. Most
of these featuree promoted the directing of financial savings
towards the government. Bince 1985, the government began to
allow greater private sector discretion in the transfers of .
savings funds. In 1987-8BB several changes were implemented;
the Ministry of Finance gave a general approvel on_issues by
the business sector (limiting only firms owned by commercial
banks), and the Bank of Israel eliminated the preferential tax
treatment of government bonds over corporate bonds.

A new series of capital market reforms was announced on
January 1, 1989. These involved principally measures for
reducing interest rates on local credits, promoting easier
access to the Israeli capital markets for corporate borrowers
and permitting greater sccess to foreign credit and foreign

currency in Israeli banks abroad and to foreign security
markets. .



The proposed tax reform also includes recommendatione which
would have a positive impact on the capital merket, These
include imposing @ 25% to 35% tax on income from capitsl,
including real capital gains on securities traded on the stock
exchange and interest on savings plans. " Also included among
the recommendations are the preservation of tax benefits to
long-term savings (snd, especially, retirement benefits), while
taxing principal snd interest st the time of withdrawal. These
proposals will be reviewed further by the new government,

4. Wage Reform in the Public Bector

Another committee of experts is expected to publish its
recommendations in the beginning of 1989 concerning a reform of
the wage structure in the public sector, This report is
expected to suggest a new wage scale for the public sector
which would reduce the number of wage levels and give equal
treatment to all wage components. In particular, all wage
components would be included for pension payments. All these
recommendations, if adopted by the government, may increase
government spending on wages in the next fiscel year.

F, Balence of Peyments and External Debt

X Trade Balance

With civilian imports rising more rapidly than exports during
1988, the civilian current sccount deficit rose to an estimated
$3.9 billion, compared to $3.4 billion in 1987. Military
imports declined by some $700 million so that the overall trade
deficit improved. Exports of most manufacturing industries
began to decrease in the third quarter of 1988 as & result of
the exchange rate freeze and the wage hikes. Agricultural
exports were particularly depressed due to decreased demand in
Europe and the extreme weather conditions in the spring.

The effect on Israel's exports of the fixed exchange rate and
the weakening of the dollar relative to the European currencies
was delayed into 1988 through the attempt to Kkeep various

export contracts between Israeli producers and their American
counterparts.

The demand for imported goods, both for consumption and for
investment, was weak during 1988 owing to the slump in the
economy, Demand might have been still weaker if there had not
been attractive import prices due to the overvalued exchange
rate. In January 1989, trade agreements with the U.8. and the
European Community are coming into force, reducing tariffs on a
large number of imported goods by 20%. These agreements may
act as an edditional stimulus to imports.



2. Unilatersl Transfers snd Overall Currant Account. *

éﬁ? Transactions

The size of the net unileateral transfer payments explains how

4 Isrsel can survive a civilian current account deficit of some

1 {; US $4 billion annually. As seen in Table 5, these transfers

: rose steadily through 1984, jumped during 1985 and 1986 and

A 2L then dropped in 1987 by US #550 million. Transfer payments to

‘ﬂ the public sector dropped by US $935 million and transfers to
individuals increased by US $390 million. The primary source
of troncfer payments to Lhe public sector is U.5. aid, which
has included over the past years US $1,8 billion in military

: aid and US $1.2 billion in civilian grants. A bulge occurred

4 during 1985 and 19B6, 85 a result of US £$750 million in

3 supplemental assistance received from the U,5, during each of |

those years. ‘

Following ten years in which the U.8, military aid was given as

a long term loan, 1985 and onwards saw military aid given as
grants. A further source of unilateral transfer payments to .
the public sector comes from Jewish organizations mainly within
the framework of the United Jewish Appeal. These transfers

have fluctuated over the past few years and have ranged between
US $314 million and US $410 million.

| =4 The privete sector's capital movements of foreign currency is
it subject to widespread controls., The control of foreign
currency is designed to reduce capital export during years of ‘
: crisis in the balence of payments and to avoid importation of
' short-term speculative capital when interest rateg in Israel
R are higher than those abrosd. However, it is difficult for the
control authorities to avoid speculative capital movements with |
the tools available to them. Ao & result, Lhe high rate ot ‘
interest on local currency deposits has encouraged foreign
investors to expand their transfers into NIS during 1987 and
15988.

The dramatic improvement in the current sccount (from US $1.4 .
billion deficit in 1984 to US #$1,2 billion surplus in 1985) was
halted in 1587, with the end of the emergency aid of US £750
million by the U.B. government., However, this trend was partly
offset by the increase of more than US $300 million per year in
private unilateral transfers during 1986-87. Overall trends in
lsrael's balance of payments are presented in Table 6.

:{ 3. External Debt

After several years in which the external debt was increasing

by large amounts (between 1973 and 1984 the debt increased, on
the average, by 16% annually), the trend changed in 1985. 1In

the latter year, the external debt stopped growing

el




é;ﬁ? for the first time, and since then has more or lesx stabilized
st the level of spproximately US $20 billion, Moreover, the
burden of the externsl debt, which is denominated mostly in US

/9 dollars, decreased as & result of the weakening of the dollar
;/;if relative to the European currencies and the Japanese yen,

Consequently, the ratio of net debt to GNP has improved
significantly during the last three years; it has been reduced
; from 80V of GNP in 1984 to 57% in 1987, This reduction
i consists of 2% decrepsse in net debt (in current dollars), B%
b increase in real GNP and 23% increase in nominal GNP, measured
in current dollars, The debt to export ratio also improved
from 188% in 1984 to 140% in 1987.

No significant differences occurred over the past year

regarding the various features of the debt; the public sector's
portion is still high - some 55%. 1Israel hps a surplus of

assets invested in the world banking system and has a net

surplus of liquid assets relative to current liabilities, ey

Most of the gross external debt is long-term. Although the
ratio of debt outstending to GNP is high relative to most
vovuntrles, the maturlty structure of Israel's debt does not
expose Israel to any liquidity crisis in the foreseeable

W future, The debt service burden has algso declined during tha
last two years as the ratio of debt service to GNP decreased
from 13% in 1985 to 10% in 1987,

4, Debt to the U.BE. Government

Prior to 1985, the U.,E, military aid was given to Israel in the
form of long-term loans. Israel has accumulated a military

debt to the United States Government of some US $5.45 billion,
with interest rates ranging from 10-14%, Total debt incurred
from the United States government totals about US $10 billion,
with annual debt servicing running about US $1.1 billion.

Thus, the debt payments to the American Government amount to .
most of the civilian aid granted.

In 1988, the Israeli Government converted US $4.75 billion
dollars of its debt to the U.B. Government by selling bonds in
the U.8. capital market. These bonds are 90% guaranteed by the
U.5. Government. By converting the debt via the sale of bonds,
Israel saves over $100 million dollare a year on interest
payments.

=10



B | = B i S’ el R
¥

6/9

/)
Zy

| B B R L R

Table 1: Main Indicatore of the Economy of Israel

Rates of change

National Accounts
(Annual Rates)

Gross Domestic Product
Government Consumption
Private Consumption
, énv&stment in Fixed Assets
xports
Imports
Bupply Side Components
(Annual Rates)
Business Sector
Production

From this: Industry
Construction

Commarce

and Services

Public Services

1985

]
L

...-.
DU =]

1986

1987
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Current expenditure
of which:

Defense
domestic purchases

Defense
purchases abroad

Civilian

goods and services
]

Wages and salaries

Bubsidies

and transfers

Interest payments
Capital expenditure
Total revenue
Deficit before

foreign grants

Source:

IMF adapted

Table 2:

(In Percent of GDP

Main Budget Aggragates

1985/86

1983/84 1984/85

59 61 61
12 11 12
9 10 10
19 19 20
B 9 B
19 18 17
12 14 16
q 3 3
46 . 38 47
20 26 17

data from GOI Ministry of Finance.

1986/87

o9

11

19

18

13

51

10

i

1987/1

55

15

18

12

14
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Table 3: Trade Account
(millions of dollars) .
1985 1986 1987 1988+~
; Merchandise Exports 6,084.4 6,932.9 B,222.4 7,721.9

Merchandise Imports 8,020.9 9,285.0 11,451.0 10,245.4

Trade Deficit 1,936.5 2,352.1 3,228.6 2,523.5

*Ten Months

B - —




2L Table 4: Composition of Exports
(in millions of dollers)

1984 1985 1986 1987 1988*
Agriculture 529 468 560 613 467 ‘
o Industry 5222 5748 6551 7806 7394 I
Ores & Minerals 245 255 249 252 217 .
, | Food 372 383 333 436 435
,_ Textiles 373 379 466 592 516
Chemicals 750 835 792 1039 936

Metals, Machinery o |

and

Electronics 1760 1928 2204 24130 2199

Diamonds {(net) 1035 1263 1664 2059 2194 ' .
Total 5622 6084 6933 8222 7721

*Ten Months

-~ s~ ] . L] L el B el o
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Hy Total transfers

Het private sector

(in millions of dollar

Table 5: Unilateral Trnns[lf: 19;&—193?

)

78B-82 1983 1984 1985 - 1986
Average

2,710 2,865 3,366 5,075 5,374

transfers 1,106 993 B23 o9 1,159
5@ a. Reparations from
3 Germany 4137 374 323 328 424
Jé "B, Individuals'
?E transfers in _
A cash 544 553 425 367: 593
li c. Individuals'
B transfers in
% goods 25 21 20 16 21
l; d. Not-for-profit
organizations . 198 196 190 170 186
e. Transfers of
individuals
abroad ~95 -152 =136 ~-73 ~-65
Net public sector 1,604 1,873 2,542 4,266 4,215
i a., National
institutions 321 319 327 397 411
b. Intergovernmental
transfers® 1,283 1,545 2,215 3,869 3,804

i1¢c1uﬂing U.5. Government Aid.

1987

4,827

1,547

531

788

24

250

-86

3,280

314

2,966
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Table 6:

w Civilien Import of
1 Goods & Bervices

t Exports of Goods
- & Bervices

inilian Coods &
' Bervicee Deficit

Militery Imports

' 4

Het Unilateral
Trangfers

Current Account
Burplus

**Projected.

* Partly projected,

(millions of current dollars)

1985 1986 1987
13,014 14,441 17,160
10,891 11,706 13,774
2,123 -2,735  -3,386
1,792 1,169 2,438
5,075 5,374 4,827
1,159 1,470 -997

based on ten monthg datsa.

[T

1pape

18,488

14,606

-3,882

1,750

4,580

-1,052

Major Developments in The Balance of Payment

19p9an

19,593

15,660

-4,033

1,820

4,781

-1,062




Table 7: U.B. Government Aid 1984-1587

1. Grants
of these: Defense
Civilian®

2, Long and Medium
Term Loans

3. Long and Medium Term
Loan Repayments

4., Gross Total Aid
(1+2)

5. Het Total Aid
(4-3)

(in millions of dollars)

1584 1985 1986 1987
2,981 3,817 3,885 2,27
1,781 1,867 1,935 1,071
1,200 1,950 1,950 1,200
270 405 0 950
1,129 1,081 1,055 1,047
3,251 4,222 3,885 3,221
2,122 3,141 2,830 2,174

*Including Emergency Aid of #750 million in 1985 and 19B6.
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A BIMONTHLY JEWISH CRITIQUE OF Puup_ra EIJLT#(E. & SOCIETY

Fditnr; Michael Lerner : 5100 Leuna Sireer
Pwblisher: Nan Fink Februdry 7, 1989 | - 2 Oakland, CA 94619
: @ ‘ LY9 /f (415) 482-080%

Dear

|

Nan and 1 want to express our deep appreciation for your
contribution to the success of the TIKKUN conference. While the
speakers and ideas were certainly extremely impoertant, the respect and
appreciation with which you treatel speakers, organizers, and fellow
participants helped to create 2 ans [ safety that made it all work.
While there were inevitable, and somatimes justified, criticisms of
some problems at the conference (e.g., lack of childeara), the feedback
from most of the 2,000 people there was overwhelmingly positive and
enthusiastic--at times even erstatic. i‘any of the conference talks
will be printed in the next tv- i-=umes of TIKR‘U?. .

The conference generated favorable articles in the New York Times,
the Washington Post, the Boston Globe, the Ph ladelphia Inguirer, the
Detroit News, the Nation, In These Times, and 1" many Jewish
newspapers. All of these articles acknowledged Lhat the conservatives
in the Jewish world do not speak for all Jews.

I
Ygu apnd and the other participants a his conference represent a
otential alternative leaderghip of The Jewlsh worid. | -|lke EEE
sadership of "the organized Jewish commun (wWe_Bra | ders not
begcause we are good fundramisers or because we toe the 1. %) )
bureaucrats, but because of our 1deas and OUr commiEment o the beat
ideals of the Jewls . e conraranfe coNlifmed v .
remaliably large readership already suggested--that there is a large
constituency of Jews hungry for what we have to say, Yearning for a
different way to be Jewish. :

We think the next i r E - small groups of

we who are meeting together to talk abou e kinds 850 £ se.
at the conference and raised in TIKKUN. Imagine the following: in
every city in America several such small groups gathering once every
two weeks or once a month, discussing articles in TIKKUN, or books on
Jewish subjects, or studying some texts, or discussing current events
in Israel and the U.S., or exploring amongst themselves tha meaning of
their own Jewishness.

I'm writing to you because I want you teo consider spearheading such
a group. 1I'd like to ask you to go through your own personal rolodex
and invite a group of 8-10 of your friends or acquaintances to get
together to participate in such a group. My gquess is that groups
composed of people who know each other would be most productive and
comfortable for many of you. (However, if you'd prefer, send us your

« Editorial Board: Marths Ackeisberg, Rachel Adler, Leslie Alexsnder, Gus Alperovite, Michael Bader, Michae! Berenbaum, David Blshe, Ruche! Biske, Normen Birnbsism, Heather Baath,
B M. Proner, Ruselien Brown, Abreham Bramberg, Jiy Cantnr, David Coben, Gerald Cromer, Dorarhy Dinrersorin, Bllior Dorfl, Petér Bdelman, Lealie Epsiein, Sidre Exrnchi, Gordon
Fellman, John Pelstiner, Gordon Freeman, Mautice Priedman, Perer Gabel, Laura Geller, Todd Gitlin, Herbere Gold, Duvid Curdis, Arthut Green, Colin Greer, Maiiun Hialperin, Duvid
Hutrman, Richard 1Heilbey, Robert Hellbronee, Marvin Hotiman, Purt Jocobuon, Mue Kaminaky, Michee] Kasin, Wolle Kelman, Reuven Kimelman, Dunlel Landes, Chrlsiopher Lasch, Hillel
Levine, ‘Hillp Luspare, Duniel Mare, Milion Menkoll, Ruth Messipger, Marahall Meper, Jo Milgrom, Raguel Mowman, Martin Perers, Yoram Pesi, Murge Finrcy, Rokert Pinaky, Jidith
Plaskow " Lavty Cottin Prgrekin, Francioe Pome, Al Raviisky, Lithan Rubin, [nhn Ruskey, David Saperaiein, Zalman Schachrer-Shalimi, Howard Schwarre, Chalm Seidler Feller, Gerald
Servten, T Dirorah Sevel, Geeshon Shaked, Siankey Sheinbaum, Carol Ruth Silver, lrs Silverman, Uil Sman, Duniel Thurse, David Twerik ¥ Milteen Vivran, AL Vorspan, Arthir Waskow, Sieven
Wasserman, Trude Welss Rosmarin, Araokd Well, Seih Wolitg, AR, Yehoshus, Eli Zaretiky, Idith Tareal, Biwve Zipperviein,
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name/address/telephone number, and we'll help you get connected with
other people in your area-=-we already have many succeseful discussion

groups organized in this way.)

of course I know the problems: first, you are ovarextended, and,
second, you doubt if many of your friends would be interested in this
kind of discussion. You may yourself wonder whether at this stage of
your life you'd want to get involved in something that you might
imagine better suited for younger people. yet, I'm convinced that the
experience is likely to produce some powerful results--both for you and
even for those friends who might have to be dragged into a first
discussion. What we saw at the conference is that many, many respected
intellectuals have a lot of unresolved issues around thelr Jewishness,
and though they might need some legitimating pretext to get them into
the discussion, once there they have a lot to say and a lot to work
through. And a 1ot to contribute--1_imagine some very important ideas
would surface in any group that you were invoived in, and we might then
try to get those ideas wmown to the rest nf our TIKKUN constituency.

and Justices-the educational arm of
TIKKUN magazine--w provide you w =ssistance in figuring out how
to organize such a group, what discussion materials to use, group
dynamics, etc. If you do make it happen, I'd like you to write me with
a detailed account of how it is going.

sincjja y YOUrs,
L@cﬁuJ ka;ﬂg;r'ﬂ

P.S., e n_the in March, and wa'd like to
take ou s in the U.5., and Yediot

Achranot and Maariv 1n '
som@ of America's most

support of a Jews. Enclosed you ' .
Iimg[ﬁl_?——we expect 2 W pe signed B
respected intellectual and cultural figures. We'd like tn invite you

to join this distinguished group. Unfortunataly, because of the hefty
cost of buying this xind of ad, we can only 1ist signators who will
cend ue $100. The appearance of these ads will bes an important event,
so even if you can't afford the money to have your name listed, we
encourage you to make some contributien to get this message out. You
may specify if you prefer to restrict the use of your name Or
contribution to the purchase of an ad in the Israell newspapers.

have the

! 1480126 g1
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NO. MR. SEAMIR

DON'T ASSUME THAT AMERICAN JEWS SBUPFORT YOUR POLICIES
. TOWARD THE PALESTINIANS

Israel's occupation of the West Bank is a political and
moral disaster. The killing of Palestinian civilians, including
children, the closing of Palestinian schools, the demolition of
homes of the parents of children who throw rocks, the expulsions
and 6-month "administrative detentions"™ without trials, the
indiscriminate use of plastic bullets against children--thesae are
all policies which are morally repugnant, a violation of Jewish
ethics, and they weaken Israel's credibility in the U.S. We urge
you to stop the bloodshed immediately.

To achieve that end, we call upon the State of Israel to .
take two decisive steps:

1. Israelnuet begin nedotiabions Dow gifh.the PLO. Not
only has the U.S. begun to talk with the ==recent polls

indicate that a majority of Israelis (54%) would support direct

negotiations with PLO leaders. If you are serious about seeking
\ peace, you must be prepared to talk directly with your enemies,

and you cannot expect to pick their representatives for then.

2. Israel m ule out the poss at the outcome
of the negotiations might be eation of a dem a
Palestinian state. To insist, as you have done, nly

focus o alks would be an "autonomy," which Palestinians have
already rejected as an unsuitable alternative to a state, is to
ensure that even if talks dg begin little Ttﬂqull will be made.
While Israel has every right to guarantee its security, it cannot
deny to the Palestinians the same right to national self-
determination that it claims for itself.

puring your visit to the U.S. yuu_ﬂillaundﬂuhtﬂﬂlx_ﬂgii
again find support from the "Conferanca of Presidents," AIPAC,

angd gther elements of "the orgapnized Jewish COMMUNITY. - ough
these same "laaders" endorsed your policief OC y your last
visit in March, 1988, polls at that time indicated that most
American Jews did not agree. There are 1]t lions of
merican Jews for whom th " " do n eak--and who now
fin T policies immoral, contrary to wha a in our

Jewish tradition, and destructive to the best interests of Israel
and of American Jewry. -

We, the undersigned American Jewish writers, teachers,
artists, intellectuals, and community leaders, urge you to tall
our sisters and brothers in Israel the following: Many American
Jews, loyal supporters of Israel, do not support the brutal
suppression of the Palestinian people and the continued
occupation of the West Bank and Gaza. You do not have a blank
check from American Jewry to continue these policies,.



1885-82-24 BB: 34 l l4BBILEE 8.

This ad is sponsored by TIKKUN Magazine's education arm, tha
committee for Judaism and Social Justice (CJ8J).

* L " * *

FILL OUT THE FORM BELOW AND RETURN WITH CHECK (MADE OUT TO CJEJ) @@
SR CREDIT INPORMATION TO: TIKKUM, 5100 LEONA $T., OAKLAND, CA
94619.

Your Name

Institutional or organization affiliation, or other way you wish
to be identified (Note: We cannot guarantee that there will be
space in the ad for everyone's affiliation)

Your
Address

(city) (8tata) (Z1p)

Your Telephone

Although our first geoal is to buy an ad in the New York Times,
some people may prefer to have their money ‘and name used only in
ade we hope to buy in Israeli newspapers (Yediot Achranot and, if
money permite, Maariv). If you spacifically wish to restrict the
use of your name and donation to purchasing an ad in Israel,
please indicate here.

() Please list my name. Enclosed is () $1,000 ( ) $500
() $300 () $200 () %100

( ) I cannot contribute the minumum of $100 to hava my name
included, but enclosed is to help defray expenses.
() Check enclosed. ( ) Please charge my ¢redit card as follows!:

() Visa ( ) Mastercard
Card I.D. number
Expiration date
Your signature -




Table B: Changes in Debt Obligation

(end of year in § billion)

Source of Debt 1984 1985 1986 1987
U.8. Government 9,997 9,888 10,159 IIU,EEE
Other Governmental
or International 964 1,180 1,505 1,804
State of Isreel

Bonds 3,293 3,506 3,749 3,912
Iﬁrneli Banks 1,683 1,282 929 7175
Foreign Banks B25 916 1,008 1,156
gupplier Credits 955 1,035 1,240 1,553
Other 1,373 1.481 l.361 @ A0
Total 19,090 19,288 20,151 ' 21,176
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Dear t

|
Nan and 1 want to express our deep appreciation for your

contribution to the success of the TIKKUN conference. While the
speakers and ideas were certainly extremely important, the respect and
appreclation with which you treatel speakexs, organizers, and fellow
participants helped to create & “ans I safety, that made it all work.
While there were lnevitable, and somatimes justified, criticisms of
some problems at the conference (e.g., lack of ¢hlldeara), the feedback
from most of the 2,000 people there was ovarwhaelmingly positive and
enthusiastic--at times even ecstatic, i'any of the conference talke
will be printed in the next t+ 1 sues of TIKKUF.

The conference generated favcrable articles in tha New York Times,.
the Washington Post, the Boston Globe, the Pli!ladelphia Inquirer, the
Detreit News, the Nation, In These Times, and i\ many Jewish
newspapers. All of these articles acknowledged Lhat the conservatives
in the Jewish world do not speak for all Jews.

[
I ‘ou_and T participants a his confecence represent a
otential alternative leadership of the Jewis oria. ;T[‘F@}P

leadership of "the organized Jewish commun L ders ot
because we are qood fundraisers or because we toe the 1: of the
bureaucrats, but because of our ldeas and our commltma o the best
ideals of the Jewish people. e conrarende conrirmed w. .0 TIRFON &

refialkably large readership already suggested--that there is a large
constituency of Jews hungry for what we have to say, yearning for a
different way to be Jewish. :

We think the next step is to ErgE;g a Egtﬁqu g; émall groups of
ews who are meeting together to talk abou e nds 85U alsed
at the conference and raised- in TIKKUN., Imagine the following: in .

every city in America several such small groups gathering once every
two weeks or once a month, discussing articles in TIKKUN, or books on
Jewish subjects, or studying some texts, or discussing current avents
in Israel and the U.S., or exploring amongst themselves tha meaning of
their own Jewishness.

I'm writing to you because I want you to consider spearheading such
a group. I'd like to ask you to go through your own personal rolodex
and invite a group of 8-10 of your friends or acquaintances to get
together to participate in such a group. My guass is that groups
composed of people who know each other would be most productive and
comfortable for many of you, (However, if you'd.prefer, send us your

« Editavial Board: Murche Ackelibeeg, Bachel Adker, Lealle Alexunder, Gat Alperavite, Michael Rader, Micher! Berenbagm, David Blobe, Rachel Riak, Norman Birnbeam, Heather Borth,
B M. Proner, Ruselien Brown, Abraham Bromberg, Jay Cantnr, David Coben, Gennld Cromer, Dorothy Dinnereinin, Ellior Darll, Perer Edelman, Lealie Epaiein, Sidra Exrachl, Qordon
Fellman, Jahn Felatlner, Gordon Peeerman, Muarice Friedman, Perer Gabel, Laura Geller, Todd Ghilln, Herbere Gold, David Chvedin, Arihut Graen, Colln Greer, Maiiui Halperin, David
Harvman, Rishord Hasler, Robers Hellsroner, Marvin Haliman, Purt Jocobuon, Mare Kamineky, Micheel Kagin, Wolle Kefman, Reuven Klmelman, Daalel Landes, Chelutapher Laseh, Hilkel
Lewire, ‘hllﬁlr Lopate, Daniel Mani, Milinn Mankofl, Ruth Messipper, Murshall Meper, Jo Milgram, Regquel Newman, Mariin Perert, Yoaram Pei, Mutge Pierep, Robert Binaky, Jisdith
Plashog, Larey Coriin Pagrebin, Prancior Prone, Ael Raeliky, Lilan Bubin, John Rutksy, Devid Ssperatein, Zalman Schachier-Shaliml, Howaed Sch worre, Chulm Seldier Feller, Gerald
Seratn, T. Drotah Setel, Gershan Shaked, Stanley Sheinbaum, Carol Rurh Silver, ra 5liverman, Usi Simon, Daniel Thurse, Daild Tweraky, Milion Vioest, Al Viespan, Arthyr Waskos, Sieven
Wannermun, Trode Weins-Rosmurin, Atnold Wall, Seth Walite, A B, Yehushun, EN Zarensky, With Zornal, Sreve Zipperaieln
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name/addraess/telephone number, and we'll help you get connected with
other people in your area=-we already have many succesaful discussion

groups organized in this way.)

of course I know the problems: first, you are ovarextended, and,
second, you doubt 1f many of your friends would be interested in this
kind of discussion. You may yourself wonder whether at this stage of
your life you'd want to get involved in something that you might
imagine better suited for younger people. Yet, I'm convinced that the
experience is likely to produce some powerful results-~both for you and
even for those friends who might have to be dragged into a first
discussion. What we saw at the conference is that many, many respected
intellectuals have a lot of unresolved issues around their Jewishness,
and though they might need some legitimating pretext to get them into .
the discussion, once there they have a lot to say and a lot to work
through. And a 1ok to contribute--I_imagine some Very important ideas
would surface in any group that you were invoived in, and we might then
try to get those ideas kmown to the rest nf our TIKKUN constituency.

A e
e Committe for Judaism and Socia Justi the educational arm of
TIK] magazine=-w provide you w aseiscance in figuring out how

to organize such a group, what discussion materials to use, group
dynamics, etc. If you do make it happen, 1'd like you to write me with
a detailed account of how it is going.

%?ncjja T——
Ll

P.§, Shamir will be § in _the in March, and wald like to
: P and Yediot .

Achranot and Maariv he doesn't have the
support of all Jews. " 7ind the drag

é;Ecp;agéﬁg-—we expect ; Ted by some of America's most
respected intellectual and cultural figures. Wo'd 1ike tn invite you
to join this distinguished group. Unfortunataly, because of the hefty
cost of buying this kind of ad, we can only list signators who will
send us $100. The appearance of these ads will be an important event,
so even if you can't afford the money to have your name listed, we
encourage you to make some contribution to get this message oput., You

may specify if you prefer to restrict the use of your name or
contribution to the purchase of an ad in the Israeli newspapers.
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NO. MR. SHAMIR

DON'T ASSUME THAT AMERICAN JEWS BUPPORT YOUR POLICIES
- TOWARD THE PALESTINIANS

Israel's occupation of the West Bank is a political and
moral disaster. The killing of Palestinian civilians, including
children, the closing of Palestinian schools, the demolition of
homes of the parents of children who throw rocks, the expulsions
and 6-month "administrative detentions"™ without trials, the
indiscriminate use of plastic bullets against children--thesa are
all policies which are morally repugnant, a violation of Jewish
ethics, and thay weaken lIsraal's nradihilitf in the U.5. We urge
you to stop the bloodshed immediately.

To achleve that end, wa call upon the State of Israel to
take two decisive steps: .

1. Israe)] must begin pegotiations now g;;h the PLO. Not
only has @ U.S. begun to talk with the PLO--recent polls

indicate that a majority of Israelis (54%) would support direct

negotiations with PLO leaders. If you are serious about seeking
} peace, you must be prepared to talk directly with your enemies,

and you cannot expect to pick their representatives for them.

! 2. Israel m ule out the possib that the outcome
of the negotiations mig e eation of a dem arize
Palestinian state. To insist, as you have don nly

focus of talks would be an "uutannmy,“ whigh Pnlnntiniuns have
already rejected as an unsuitable alternative to a state, is to
ensure that even if talks do begin little progress will be made.
While Israel has every right to guarantee its security, it cannot
deny to the Palestinians the same right to national self-
determination that it claims for itself.

During your visit to the U.S. yo c ®
again f;nd support from : "Cnnfaranca of Pregidants," AIPAC,

these same "laadarsm endorasec yaur pﬂ cles dU y O U laat
visit in March, 1988, polls at that time indiuntad that most

American Jews did nat agree. There are ljitar lions of
American Jews for whom thes WHo now

Jewish tradition, and destructive to the baut interests of Israel
and of American Jewry.

We, the undersigned American Jewish writers, teachers,
artists, intellectuals, and community leaders, urge you to tall
our sisters and breothers in Israel the following: Many American
Jews, loyal supporters of Israel, do not - -support the brutal
suppression of the Palestinian people and the continued
occupation of the West Bank and Gaza. You do not have a blank

/ check from Amarican‘Jewry te continue these policies.
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This ad is sponsored by TIKKUN Magazine's education arm, tha
committee for Judaism and Social Justice (CJ8J).

* L] A * L]

FILL oUT THE FORM BELOW AND RETURN WITH CHECK (MADE OUT TO CJ8J)
oR CREDTT INFORMATION TO: TIKKUM, %100 LEONA ST., OAXLAND, cA @
94619.

Your Name \ - oy

Institutional or organization affiliation, or other way you wigh
to be identified (Note: We cannot guarantes that there will be

space in the ad for everyone's affiliation)

Your
Address

(City) | {State) (Zip)

Your Telephcne

Although our first goal is to buy an ad in the New York Times, .
some people may prefer to have their money and name used only in
ads we hope to buy in Israeli newspapers (Yediot Achranot and, if
money permits, Maariv). If you gpacifically wish to restrict the
use of your name and donation to purchasing an ad in Israel,

please indicate here.

() Please list my name. Enclosed is () 81,000 ( ) $500
() $300 () $200 ( ) $100

() I cannot contribute the minumum of $100 to have my name
included, but enclosed is to halp defray expenses.

( )} Check enclosed. ( 3 Pleases charge my credit card as follows!
() Visa () Mastercard
Card I.D. number

i Expiration date
Your slgnatur
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.CANADIAN JEWISH NEWS

CIC STATEMENT ON CANADIAN VOTE IN THE SECURITY COUNCIL

THE CANADA-ISRAEL COMMITTEE STRONGLY DISAGREES WITH
THE GOVERN- MENT'S DECISIOMN TO SUPPORT THE SECURITY
COUNCIL*S UNBALANCED CONDEMNATION OF ISRAEL ON
FEBRUARY 17. THE SECURITY COUNCIL RESOLUTION FAILED
TO ADDRESS THE REAL CAUSEE OF THE CURRENT DIFFICULTIES
WHICH ARE THE ENDLESS, VIOLENT RIOTING BY

PALESTINIANS IN THE TERRITORIES, AND THE CONTINUING
INCITEMENT

OF THE RIOTERS BY PALESTINIAN LEADERS. IT CONTRADLICTED
THE CANADIAN CALL, AFTER THE VOTE, FOR‘‘RESTRAINT

ON ALL SIDES‘" AND “‘A RECOGNITION OF THE CONTEXT‘‘

IN WHICH RECENT EVENTS HAVE OCCURRED. NEITHER

THE RESOLUTION TO THE PALESTINIAN VIOLENCE. IT

IS REGRETTABLE THAT THE CANADIAN GOVERNMEMT WOULD
SUPPORT A RESOLUTION WHICH DISTORTS EVENTS IN THE
TERRITORIES AND CONTRIBUTES NOTHING POSITIVE TO

THE SEARCH FOR A PEACEFUL SETTLEMENT IN THE MIDDLE
EAST.
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| Opening Statement of the Honorable Dante B. Fascell
Full Committee -- Wednesday, February 22, 1989

drkde Ak o

THE COMMITTEE WILL BE IN ORDER.

THE FIRST ORDER OF BUSINESS 1S CONSIDERATION OF THE COMMITTEE'S VIEWS
AND ESTIMATES REPORT TO THE HOUSE BUDGET COMMITTEE. IN ACCORDANCE WITH THE
HOUSE BUDGET RESOLUTION TIME TABLE, THESE REPORTS ARE DUE ON FEBRUARY 25.
FOLLOWING OUR CONSIDERATION OF THIS REPORT, WE WILL CONTINUE OUR HEARINGS
ON THE PRESIDENT'S PENDING FISCAL YEAR 1990 AUTHORIZATION REQUEST FOR
FOREIGN ECONOMIC AND DEVELOPMENT ASSISTANCE PROGRAMS WITH OUR NEXT WITNESS,
THE HONORABLE ALAN WOODS, ADMINISTRATOR OF THE AGENCY FOR INTERNATIONAL ®
DEVELOPMENT,

: BE?URE EACH MEMBER 1S A BUDGET TABLE SHOWING PRESIDENT BUSH'S REVISED
. REQUEST FOR THE INTERNATIONAL AFFAIRS (150) FUNCTION FOR FY 1990 COMPARED

WITH FY 1989 APPROPRIATIONS ON A LINE ITEM BASIS. ALSO, PRESENT IN THE
AUDIENCE ARE THE COMPTROLLERS AND BUDGET ANALYSTS FROM THE VARIOUS FOREIGN
AFFAIRS AGENCIES AND THE CONGRESSIONAL BUDGET OFFICE WHQ ARE AVAILABLE TO
ANSWER ANY QUESTIONS THAT MAY ARISE. |

HAVING REVIEWED THESE NUMBERS CAREFULLY AND HAVING HEARD SECRETARY
BAKER'S PRESENTATION YESTERDAY, THE CHAIR IS PREPARED TO RECOMMEND THAT THE ®
BUDGET COMMITTEE APPROVE THE OVERALL EXECUTIVE BRANCH REQUEST FOR
DISCRETIONARY BUDGET AUTHORITY AND QUTLAYS FOR THIS BUDGET FUNCTION.

THE 9.9% INCREASE IN BUDGET AUTHORITY REQUESTED BY THE PRESIDENT FOR
THE DISCRETIONARY PART OF THIS FUNCTION DOES NOT REPRESENT REAL GROWTH OR

NEW INITIATIVES; RATHER, THE 5.8% INCREASE OVER AND ABOVE THE 4,1%
ALLOWANCE FOR INFLATION RESULTS FROM A COMBINATION OF FACTORS WHICH CAUSED
THE UNITED STATES TO FALL BEHIND IN CERTAIN COMMITMENTS AND DEFER IMPORTANT
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INITIATIVES. THESE COMMITMENTS INCLUDE:
-~ ASSESSMENTS FOR NEW U.N. PEACEKEEPING ACTIVITIES;
j\-- DEFERRED CONSTRUCTION OF A VOA-RFE/RL RADIO TRANSMITTER FACILITY

IN ISRAEL; |

-~ FUNDING FOR PAST SHORTAGES FOR BASE RIGHTS COUNTRIES, ESPECIALLY
TURKEY, PORTUGAL, AND THE PHILIPPINES;

-~ PAST DUE PAYMENTS TO THE UNITED NATIONS AS WELL AS RESTORATION OF
OUR REGULAR ASSESSED PAYMENT;

- MAINTENANCE OF UPGRADED RESIDENTIAL SECURITY IN HIGH THREAT

COUNTRIES;
-- FUNDING FOR INCREASED NARCOTICS CONTROL EFFORTS OVERSEAS; AND

-- DEFERRED REPLENISHMENTS FOR CERTAIN MULTILATERAL DEVELOPMENT
BAH HS L]

{T SHOULD BE NOTED THAT THIS BUDGET DOES NOT ADDRESS THE EXPENSIVE
PROPOSITION OF SOLVING THE PROBLEM OF THE NEW EMBASSY OFFICE BUILDING IN
MOSCOW OR, AS THE SECRETARY OF STATE NOTED IN HIS TESTIMONY YESTERDAY, THE
INSUFFICIENT AMOUNT OF FUNDS TO ADDRESS THE GROWING PROBLEM OF REFUGEES
AROUND THE WORLD. OTHERWISE, THE PRESIDENT'S REQUEST FOR OPERATING
EXPENSES AND BILATERAL FOREIGN ASSISTANCE AND COMMUNICATIONS PROGRAMS ARE
AT OR BELOW A CURRENT SERVICES BUDGET.

FINALLY AS THE SECRETARY POINTED OUT, THIS BUDGET IS IN REAL TERMS,
LESS THAN THE ADMINISTRATION RECEIVED IN FISCAL YEARS 1985, 1986, AND 1987,

AT THIS POINT, I RECOGNIZE THE RANKING MINORITY MEMBER. MR,
BROOMFIELD, FOR HIS COMMENTS ON THE PRESIDENT'S BUDGET.

1S THERE ANY FURTHER DISCUSSTION ON THE CHAIR'S RECOMMENDATIONS FOR THE

COMMITTEE REPORT TO THE HOUSE BUDGET COMMITTEE? IF NOT, THE CHAIR WILL
' '
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ENTERTAIN A MOTION TO DIRECTS THE STAFF TO PREPARE THE REPORT TO THE BURGET
COMMITTEE RECOMMENDING THAT THE PRESIDENT'S DISCRETIONARY BUDGET AUTHORITY
REQUEST AND OUTLAY ESTIMATES BE APPROVED AS THE LEVEL FOR THE INTERNATIONAL
AFFAIRS FUNCTION IN THE FIRST BUDGET RESOLUTION FOR FISCAL YEAR 1990.

R Wk Wk

WE WILL NOW HEAR FROM THE HON. ALAN WOODS.

MR, WOODS IT IS A PLEASURE TO WELCOME YOU TO THE COMMITTEE. AS YoU
WELL KNOW THE COMMITTEE IS ABOUT TO START THE PROCESS OF WRITING A TWO YEAR
FOREIGN ASSISTANCE BILL. THE HAMILTON/GILMAN TASK FORCE HAS REPORTED ITS
RECOMMENDATIONS TO THE COMMITTEE AND WE WILL ATTEMPT TO DEVELOP CONSENSUS
ON AS MANY OF THE RECOMMENDATIONS AS POSSIBLE. A.I.D. AND THE
ADMINISTRATION ARE OBVIOUSLY CRITICAL TO DEVELOPING THAT CONSENSUS AND WE
WOULD LOOK FORWARD TO WORKING WITH ?DU IN CRAFTING A NEW BILL.

MR. WOODS YOU MAY PROCEED.
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Wahinglon, DC 20008
(202) 244-2970

Tahwx 886419 (ADC WHHDC)
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. occur in tha United ‘States.

Banaloy Chékles B, Gromsloy ‘
U.B. Banata

Washington, DG 20510

Dear Banator Grasslay:

As Inow; the Btate Department issped its annual coun repart
on ﬁmn ria;"htn last week, Cohslderoble attantion was patg to tha

m‘; oh the occupled West Bank and Gaza Btrip by our national
¥

Such sorutiny is not surprising given the faot that Israal is tha
single largest recipient of U,8, foreign ald and in light of the
enormovs number of human rights abuses documented in the report,
Over 370 Palestinians were killed, 35,000 inpriscned and 20,000
injured in the past ysar alone,

To understand the magnitute of these 1 s for the 1.7 million
Falastinian pacple in the occupled territories; one naeed only
calqulate what this would mean to Americans were such incidapts to
On a proporticnate basis, this d
amount to 53,499 Anariocans killed, 722,961 imprisoned and 2,891,84

Anjured,

I am enolos a copy of the ooun report on Israel and the
ccoupied territories and hope you will find time to read it,
anclosed are an editorial from the Wichita Dagle-Baaccn and a
Bogramante Dot cartoon on the same subject,

Thore is no doubt that Israsl is in viplation of provisicns ©
the Fourth Geneva Convention, the Univacsal Declaration of Human
Rights and other generally rwcognized standards of internaticnal
law =~ the svidence is declsive and cvmrwhalming,

Al oo

While Israel has been a valuad ally of the United States, it shoul
not be allowed to continus its mild cocupation and the hrutal
practicss which axe documhted in tha try rsport,

Paleptinian casualties are .ncruntin;l dlilzr I urge you to t
the Iscaell embaesy about its government's human rights vi ona

If you have the cpportundty to meet with Israeli Prime Ministar
Yitz and Foraign Ministar Moshe Arens during their visit
t5 Washington next fonth, I hops you will raise this iwsue with
tham direotly., - -
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a—] Foreign Asaiatance, Export rinin:l.ng,
and Related Progans

committees Views! FY 1590 Reguast Summary

In considering the Adninistration's FY 1950 budget request,
congreass is faced with a proposal to inorpass net funding 2.5%
percant, $§368 million. This request dinoludes substantial
funding increases and decreases in individual programs. Congress
will need to counslder Lheéedé propusals cleo il{ h llght of the
need to ocut total funding 1in order to achieve Gramm Rudman
Hollings deflcit targaets without new revenues. The Committee has
1ittle expectation that the House will be interested In providing
fareign assistance at lavels aven close to thosa raguested given
the deep cuts in domestic programs and the lack of new revenues. @

The most significant Adminimtration proposals include (1)
cutting all funding for the Export-Import Bank diract loan
program but retaining $100 million for a "war chest" compared to
a FY '1589 total of $695 million for the direct loan program,
ineluding $110 millien for the “war chest", (R) reguesting 4150
willion for a United States contribution to a new International
Monetary Fund (IMF) program, the Enhn?uni Ettuﬂturll Adjustment
Facility. This facility is baing utilized to ocut interest rates
to tha poorest countries which are IatinT to improve their
economic performance, (3) requesting an initial 200 million for
Lhe new "Speclal Assistance Initiative" accovunt for a United
statas contribution to the "Multilateral Assistance Initiative"
(MAI) for tha Philippines on top of a substantial increase in the
request for the Philippines in the regular funding accounts dus
to recent base rights negotiations.

In addition to theme majcr proposals, the Congress will hav.
to carefully consider several areas whers the Administration
request may be unrealistic. The Administraticn has again failed
to reguest sufficient funds to cover Aarrearages to the
Intern&tional Financial 1Institutions, @a shortfall of §100
million, Funding reyussted for the Higration &nd Refuges
Assiatance program s dinsufficient for aexpesocted nands by

approximately $3o million.  The United Nations International .

children's Fund (UNICEF) is requested at $33 million compared to
funding of $60 million in FY 1989.

While the Administration budget reguest totals $14.658
billion for FY 1990, a 2.5 percent increase over FY 198% levels,
the large cut in the Export-Import Bank dirept loan program masks
increazes for other foraign assistance programs totaling 7

- percent, %963 mil}ien. The Administration is regquesting a 36

percent, $473 million, increase for tha intarnational Financial

" Institutions of which $315 million is for arrearages, primarily




l8838-BE-22 B5:27 1 14881286 "Bl

) g2s21799 14129 IIZIF 418 leod | AIPAC i 03
Y |

' 5]3

- "1 -
|

for the Inter-American Dsvelopment Bank, the International
Finance Corporation and the Asian Development Bank, and §150
million is- for the previous mentiioned Xnhanced Btructural
Adjustment Facility of the INK. New funding is also reguested
for a United Nations Afghan Energency Trust Fund at a laevel of
16 million, |

e

: |

in bilateral aconemic lllﬁs:unﬂlil 6 pargent, $391 million,
increase has been requested. This amount ingludes a 10 percent
inorease, §300 million, for @eveloppent askistance and State
Dspartment accounts, and a 3 percent, §91 million increase in the
Foonomic Support Funds (EBF). Propoged incrsases in thig araa
include: 8200 million for the Special Assistance Initiative for
the Philippines, 5§34 million for the n.gqnng for Int-rnntiunnl.
Davelopment Operating Expenses, 810 million for Peace Corps, $15
million for Sub-Baharan Africa, and $14 million for International
Narcotice Pravantion. :

! In bilateral military assistance a total increase of 2

percent, $116.5 million, has besn reguested. Within this total,
funding requested for the Guarantee Reserve Fund has bean cut by
8220 million, Funding for military proocurement programs, the
Military Assistance Program and the Foreign Military Credit sales
Program, has bheen increased T.APlrnlnt.' - $328 . million. The
Administration has also reguast that all military funds be
provided an a grant basis in PY 1990, Concessional loans
totalling £410 million had been provided in ry 1989,

Clearly proposed increases oannot be providad and
significant cuts in fact may be nacmssary to meet the
raquiiramants of Gramm=Rudman.
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EGYPT-ISRAEL

Cairo has joined Baghdad and the PLO in an attempt
to forestall the establishment of an Israeli consulate in
New Delhi (al-Itikhad, United Arab Emirates, January 31).

MIDDLE EAST CONFLICTS

IRAQ-KUWAIT

The pending border dispute between Iraq and Kuwait
clouds their bilateral relations. It is not as simple a
problem as presented by the Kuwaiti papers. The boundary
between the two states has never been properly
delineated. It was initially drawn -- but not agreed upon
-- in 1903. The Iragi parliament rejected a proposal to
ratify this line in 1933. The current border was set in
1963, but has never been accepted by the Iragi government .
(al-Thawra, Iraq, February 8; for further information,
please see Dr. Robert Litwak’'s "Security in the Persian
Gulf: Sources of Inter-State Conflict," 1981, and J.B.
Kelly’'s "Arabia, the Gulf and the West," 1980).

IRAQ-INTERNAL

"Iragi President Saddam Hussein recently survived an
attempted coup, for which a number of senior army
officers have been executed... The coup attempt occured
around the beginning of January and involved officers
from military units stationed in northern Iraqg... Some
reports circulating in both diplomatic and intelligence
circles have indicated that officers from the elite
Republican Guards, which is charged with protecting the
president, were also involved in the attempted coup...
Army Day, which is celebrated every January 6, was
cancelled this year without explanation..." (Michael
Ross, writing in the Los Angeles Times, February 8).

LIEYA-INTERNAL

Some 900 students from Benghazi University were
arrested following anti-Qaddhafi riots (al-Dostour, a
Lebanese weekly published in London, February 7).

LEBANON-WARS BY PROXY

Syria has supplied Amal with 200 T-55 tanks,
cannons, mortars and missiles, bolstering the latter's
position vis-a-vis the Iranian-backed Hizballah. The
Iranian embassy in Beirut has become a major storehouse
of weaponry used by Hizballah (al-Jumhuriya, Iraq,
January 24). Egyptian authorities have confiscated a
shipment of weapons that were intended to be sent,
through an Egyptian port, by Iraq to the Christian
Lebanese Forces (al-Rai, Lebanon, January 1).

vl 2
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PLO-ARAB POLITICS

Abu Iyyad, Arafat'’'s deputy, has expressed
disappointment with the extent of the Arab commitment to
the uprising. He hopes that Arab support will amount to
10 percent of that accorded to the Afghan rebels (Middle
East News Agency, Egypt, February 9). Arafat stated that
he will be forced "to contemplate aloud other means of
convincing them [i.e., Arab leaders] to fulfill their
obligations, even though they would not be in keeping
with the character of the diplomatic phase or its perfect
course..." (al-Qabas, Kuwait, January 29).

THE PLO -- A TURNING POINT?

ON THE "RETURN"

Sheikh Abd al-Hamid Sayekh, Chairman of the PNC:

",.,.The PLO has embarked on the road that will lead
to the realization of the right of return... Hamas [the
Islamic Resistance Movement] has an important role to
play and a distinct direction. Its aim is to retrieve all
the Palestinian land, which is a natural right..." (Ugaz,
Saudi Arabia, February 14).

ON ISRAEL

Abd al-Rahim Ahmed, a member of the PLO's Executive
Council and leader of the Arab Liberation Front:

",..Israel was founded on the basis of a religious
legend. A state or a project established in such a manner
may either fully succeed or fail altogether. There isn't
a quarter or a half a success to the religious legend
responsible for the establishment of Israel...” (al-
Iqra‘a, the weekly supplement to al-Bilad, Saudi Arabia,
January 26).

The PLO‘s "Unified Command":

",,.The unity of the uprising will lead to the
establishment of the independent Palestinian state and to
the liberation of the whole of the Palestinian land from
the [Jordan] River to the Mediterranean... Our children
will never forget Lydda, Ramle, Haifa and Jaffa... He who
contsmplates ceasing the uprising, in the guise of a
timeut for negotiations, is a criminal, a coward and an
agenc..." (from a leaflet distributed in Jelazoun, quoted
by the AFP, January 17).

ARAB ATTITUDES TOWARDS ISRAEL

SYRIA

",..The village of Dabouriye and other towns and
villages in the Galilee, the Triangle and the Negev, have
proven to Israel that it is impossible to Judaize the
Palestinian Arab land..." (al-Talia, Syria, February 7).

EGYPT

"...Burope is aware of the Zionists'’ cruelty and
their potential for damage... They behaved accordingly in
Germany, or else why was Hitler so furious with them?...
I1f one accords Jews freedom of operation, they consume
other people... Europeans rejoiced over the establishment
of Israel, thinking that it would rid them of their
Jews..." (October magazine, Egypt, February 5).

#0
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[The following are excerpts from an article entitled
"Self-Determination, Arab Style," by David Pryce-Jones,
which appeared in the January 1989 edition of Commentary
magazine. David Pryce-Jones is a British political
analyst and novelist whose books include "Paris in the
Third Reich." His latest book, "The Closed Circle: An
Interpretation of the Arabs," will be released in March
by Burlingame Books/Harper & Row. ]

"The Arab-Israeli conflict, according to a senior
Egyptian diplomat in 1985, 'has been the most important
single factor in the shaping of history in the Middle
East during the past four decades. Had it not been for
that conflict, we would have been able to sea in that
area a much more stable order, the orientation of which
would have been liberal and rational.’ This sentiment is
repeated so often that it seems a truism, but it is
superficial: plenty of other wars have broken out to defy
liberalism and rationality, and they owe nothing to the
presence of Israel in the Middle East.

"Morocco and Algeria have fought, and for years
Algeria has financed a proxy, the Polisarioc movement, to
continue its feuding against Morocco. Libya has raided
across the Egyptian and Tunisian borders and interfered
militarily in Sudan. Syria has twice invaded neighboring
Lebanon, and once neighboring Jordan, and it has
mobilized against neighboring Irag. Irag has threatened
neighboring Kuwait and Syria and has twice sent forces
into Jordan, and under Saddam Hussein fought one of the
longest wars of the century against neighboring Iran.
Jordan, Yemen North and South, and Oman have experienced
civil wars. In South Yemen, Ali Nasser Muhammed and Abdul
Fattah Ismail, both nominally Marxists, fought in 1986 to
decide which of them should rule; perhaps 13,000 people .
died, and fifty years of development in the port of Aden
and along the shore were shelled to ruins.

"For over a decade now, moreover, the world has
watched in impotence and horror the death agony of
Lebanon, as its component communities, Maronite, Druze,
Sunni, Shia, Palestinian, have been each in turn victim
and victimizer in the accelerating cycle of massacre and
counter-massacre. Lebanese villages, city quarters,
refugee camps, refineries and hospitals have been
destroyed indiscriminately. Beirut, once one of the most
agreeable of Mediterranean cities, has become a mass of
rubble and no-go areas. Over the years, Beirutis have
been obliged to endure nights of random bombardment, to
emerge pale and shaking in the dawn. Truces are no sooner
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In Tripoli on December 18, Syrian soldiers arrested
@ leader of the fundamentalist Islamic Unification
Movement, also known as the Tawheed. All its members
are Sunni Muslims. In response Tawheed killed 15
Syrians. That night members of the pro-Syrian Arab
Democratic, Lebanese Communist, Baath, and National
Syrian Socialist parties cordoned off the suburbs of
Tabbaneh. Syrian intelligence officers then named
more than 200 people for summary execution. All were
shot in the head. The massacre is taken to be a
warning to other groups that Syria rules in Lebanon.

"The second newspaper item is a report from Iraq:

Fifty-seven boxes were recently returned to the
Kurdish city of Sulaimaniya in Zeit trucks =-- large
Russian military vehicles -- by the Iraqi government
authorities. Bach box contained a dead child, eyes
gouged out and ashen white, apparently drained of
blood. The families were not given their children,
were forced to accept a communal grave, and then had
to pay 150 dinars for the burial.

The fifty-seven children were among several hundred taken
hostage by their own government in order to bring the
rebellious Kurdish minority into line by means of this
atrocity. .

"Public executions are frequent in Syria and Iraq,
and criminals also suffer amputation in Saudi Arabia,
Libya, Sudan, and Iran. Between 1983 and 1985, according
to a newspaper report, religious courts in Sudan approved
over a hundred amputations, sometimes for petty theft,
and thousands of floggings, even an unconfirmed
crucifixion. A doctor, Kamal Zaki Mustapha, apparently
British-trained, is guoted as saying that he was
preparing executioners for this task, teaching them how
to dislocate the wrist from the forearm. ’‘There was never
any cutting of the bone. I attended the first seven or
eight cases and when I was satisfied with the standard of
chopping, I didn’'t go back.'

"In Saudi Arabia, offenders are decapitated or have
a limb amputated in public on a Friday, the day of
prayer. Now and again, a shocked Westerner describes in
the press how during his stay in Saudi Arabia he has
stumbled upon such a sight, witnessed by a large crowd.

[ oies]

"In Libya, the execution of offenders has been
lengthily shown on television. In one instance, Muammar
Qaddafi, who is responsible, offered the explanation that
those hanged were "terrorist groups," although none of
them had perpetrated any attack, and none of them had
been before a court of law. Whether a country declares
itself secular or religious has less bearing on the level
of cruelty than on the methods of its implementation.

ol

"Instead of construction, destruction; instead of
creativity, wastefulness; instead of a body politic,
atrocities. The Moroccan intellectual, Abdallah Laroui,
has summed up what ought to have been the new and
positive era of independence as ‘the long winter of the




made than broken. Rooftop snipers fire at any person
visible in the streets below, women and children
included. Churches and mosques are the object of
sacrilege, and the living, and even the corpses of the
dead, are regularly defiled. In a country of about 3.5
million, a tenth have become refugees, perhaps 150,000
have been killed, and countless more maimed and wounded.

"Mercilessness to external enemies is matched by
mercilessness to the internal population under rule. In
1982 President Hafez Assad of Syria directed his
artillery upon people in his own town of Hama who
threatened his absolutist hold on power, and in the
ensuing carnage killed several tens of thousands. A
million and a half foreign workers live in Saudi Arabia,
and in 1982 some of them demanded better living
conditions. Six hundred police surrounded one particular
camp. The security forces selected three Koreans at
random, put them on a truck, drove them away and executed
them without any due process of justice, as Said Aburish,
a Palestinian by origin, describes it in his book.
Raising the matter with a Saudi prince, Aburish was told
that guilt or innocence was immaterial. The example was
enough. Neither Korean nor any other workers would now
dare contemplating disturbing the authorities. An
assassination attempt in November 1986 on the head of
state in Kuwait led to the deportation of 26,898 people.
Some 32,000 Tunisians were expelled from Libya and had
their assets seized, for no other reason than that a
proposed merger between the two countries had come to
nothing.

"The Palestine Liberation Organization has killed
some tens of thousands of people by now, only a
relatively small number of whom are Israeli or Jewish,
though these include many schoolchildren and a sixty-
nine-year-old cripple thrown in his wheelchair off a
liner at sea. Hijackings and hostage-takings, involving
politicians, academics, businessmen, tourists, clergymen,
journalists, who happen to provide available targets,
have become commonplace. The world has grown accustomed
to pictures on television and in the newspapers of Arabs
strewing corpses in their wake, throwing bodies out of
aircraft on runways, driving cars loaded with high
explosives to kill anyone who might happen to be within
reach, placing bombs in markets and shops.

"Nothing appears too inhumane. Nizar Hindawi, a
Jordanian in London but in fact a Syrian agent, over a
long period deceived an Irish girl into thinking he loved
her, made her pregnant, bought her a ticket to Tel Aviv,
and placed in her luggage a bomb to blow up in midflight,
which would have killed her and his own unborn child as
well as all the passengers. Having put the plan into
effect, as he thought (wrongly, thanks to security
measures), he returned to the Syrian embassy in London,
where the ambassador masterminding this operation
‘greeted him warmly,’' according to the evidence later
given in the British court which sentenced Hindawi to
life imprisonment.

"Two typical newspaper items speak for themselves.
The first is on the conduct of Syrian soldiers in
Lebanon:



Arabs.’ This self-critical tone 1s now occasionally to be
heard, at least among intellectuals. The Algerian writer
Malek Bennabi entitled a section of his book on
contemporary events, ‘The Chaos of the Modern Muslim
World.' The prominent Palestinian novelist, Jabra Ibrahim
Jabra, writes:

From the Arab Gulf to the Atlantic Ocean I heard a
cry, I heard weeping and the sound of sticks and
plastic hoses. Capitals and casbahs, the secret
police was everywhere, on mountaintops and in the
valleys below; men in neat civilian suits walking to
and fro like a thousand shuttles on a thousand
looms, hauling off to the centers of darkness people
by the tens and hundreds.

In 'The Arab Predicament,’ a sustained attempt at a
truthful reckoning of these Middle East realities, Fouad
Ajami, originally a Lebanese Shia and now living in the
United States, calls the material of his boock 'a
chronicle of illusions and despair, of politics .
repeatedly degenerating into bloodletting.’

Pan)

"For me, it was soon evident that words like
'socialism,’ ‘democracy,’ and ’'revolution’ had no

meaningful application to Arab societies but were serving

a purpose as metaphors for an absolute rule that could
not be declared openly as such. Merely mystifying, these
metaphors were for export only. It was abroad, in Western
conferences and congresses, in learned journals and
fashionable reportage by no means always oOr necessarily
Marxist, that Arab socialism and revolution thrived. But
the realization that ’'imperialism’ was another such
metaphor, in this case for the failure or evanescence of
Arab nationalism, came more slowly. [...]

"The passage of the years and the unfolding of the
wars among the newly independent states has revealed @@pw
misleading it was to suppose that the violences of th
Arab world were momentary maladjustments, as it were the
teething troubles of nationalism. To me as to many, the
Middle East for a while seemed in anarchy; here was the
war of every man against the other, in which the |
frightening phrase of Thomas Hobbes had come true, and |
life was ’'poor, nasty, bruitish, and short.’ Life for the
Arabs is certainly that, but it is also displaying a |
pattern, much more fundamental, recurrent, rooted in the
past.

"*For all the indisputable diversity, the remarkable
thing is the extent to which Muslim societies resemble |
each other,’ Ernest Gellner has observed. ‘One has the
feeling that the same and limited pack of cards has been
dealt.’ Here again, slogans of ‘imperialism’ widened the
discrepancy between what was done in the Arab world and
what was said about it, creating artificial distinctions
where actually none existed. Like Algeria, Egypt since
Nasser, Irag since 1958, Syria, Sudan, North Yemen and
South Yemen are nominally republics, nominally
‘progressive.’ Jordan and Morocco, Oman, Qatar and the
United Arab Emirates, Bahrain, Kuwait, and Saudi Arabia
have dynastic ruling families and are nominally
'conservative.’ All have had varied historical




experiences. And yet now common to ail is the rule of a
single power-holder around whose ambitions the state has
been arranged

'Set up by Muslims for Muslims, every Arab state is
explicitly Islamic in confession Religious and ethnic
minorities have been persecuted everywhere. Nowhere is
there participation in the political process
corresponding to any conception of representative
democracy No parliament or assembly except by
appointment of the power-holder, no freedom of expression
throughout rigidly state-controlled media. no opinion
polls, nothing except a riot to determine what public
opinion might be. Nowhere in the Arab world is there
security guaranteed under the law for persons and
property The same is true for non-Arab and Shia Iran,
where the difference between the rule of the late Shah
and his successor Ayatollah Khomeini may be posed as a
guestion of who is persecuting whom and according to what
principle Lebanon, which until 1975 had maintained
participatory institutions, has also become a truly
Hobbesian example of social and political disintegration.

'Westerners, unsuitably and even laughably
projecting their own political and moral attitudes where
these cannot apply, habitually and ignorantly misconceive
the responses they are likely to encounter from the
Arabs. In Lebanon in 1983, a terrorist sponsored by Syria
or Iran drove a truck packed with explosives into a
barracks, killing 241 American Marines To abandon
Lebanon as a result was a response comprehensible as
pragmatic to an electorate, but which in the
Islamocentric perspective looks quite different, a
shaming of the entire West and an honor to the anonymous
terrorist whose bomb, however freakishly, proved to be
strong enough for supreme arbitration As a Western
democracy unable by reason of geography to extricate
itself from the Arab collectivity, Israel 18 in a similar
predicament, routinely obliged to arbitrate by force
while fruitlessly pleading for democratic procedures of
compromise and civility to resolve a conflict that would
be redundant, indeed would never have assumed its
historic form, if such procedures had been available 1in
the first place.

‘Far from creating approximations to Western social
and political norms, the Arab order in its post-1945
independence has been reverting to custom, to basic
tribal and kinship structures, with their supportive
group values, as they were in pre-colonial days -- with
hindsight, perhaps it was only natural that this should
have been so, a defiant assertion of that special and
persistent sociopolitical system which in the last resort
makes them Arab. Where Arabs are actually asserting their
identity as Arabs, in the Eurocentric view they are
backward; where they are adjusting relationships among
themselves in the customary manner, they seem violent:
where they are justifying themselves and their values
they seem irrational. [...] To describe that custom as
‘progress’ is truly to patronize the Arab masses, who
still have no say in deciding their fate.
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HESITATION IN OTTAWA

OFFICIALLY. EXTERNAL AFFALRS MINISTER JOE CLARK 15
RELUCTANMT T UPGRAPE CONTACTS. WITH THE PALESTINE
LIBERATION ORGANIZATION - A GSTEP THAT WOULD BRING
CANADA IN LINE WITH OTHER COUMTRIES. BUT MACLEAN'S HAS

LEARNED

THAT CLARK FAVOURS ESTABLISHING AMBASEABOR -

LEVEL RELATIONS WITH THE PLO - AND FORMALLY® RECOMMENDED
THAT POLICY TO PRIME MINISTER BRIAN MULRONEY EARLY LABT
MONTH.

ACCORDING TO SENIOR GOVERNMENT OFFICIALS, MULRONEY 1IG

HESLITANT

TG EMDORSE CLARK*S PROPOSAL BECAUSE OF AN

EXPECTED PACKLASH FROM CANADIAN JEWS WHO ARGUE THAT PLO

LEADER

YASSER ARAFAT HAS NOT REALLY AEANDONED

TERRORISEM. DECLARED CNE SENIOR OFFICIAL 1IN OTTAWA:

.......'....‘..'..
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‘IF WE HAD CHANGED OUR POLICY WHEN THE UNITED GSTATES
RECOGMIZED THE PLO IN DECEMBER , IT MIGHT NOT HAVE
ATTRACTED S0 MUCH ATTENTION. IT PUTS OUR DIPLOMATE IN
AN EXTREMELY AWKWARD POSITION , HAVING TO EXFLAIN TO
THE ARAE WORLD WHY CANADA IS THE ONLY MAJOR WESTERN
MATION THAT HASN'T OPENED CONTACTS WITH THE PLO.S
CLEARLY. THE PRIME MINISTER NMNEEDS A SIMILAR EXPLANATION
FOR CLARK.
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MEETING IN DAMASCUS
EDUARD SHEVARDNADZE AND HAFIZ ASSAD CONVEARSE

DAMASCUS. February 18, TASS., Eduard Shevardnadze, Member of
the Politburo of the Soviet Communist Party Central Committee and
USSR Foreign Minister, now staying here on an official visit had
a meeting with Hafilz Assad, General Secretary of the Arab
Soclalist Renaissance Party and President of the Syrian Arab
Republic. Shevardnadze handed over to Hafiz Assad a mesgage from
Mikhail Gorbachev, General Secretary of the Central Commlttee of
the Soviet Communits Party and President of the Presidium of the
USSR Supreme Soviet. ' :

On behalf of the Soviet leadership and people, Shevarnadze
expressed deep gratitude to the Syrian leadership and people for
compassion and relief aid in connection with the devastating
quake that hit Soviet Armenia.

Major problems of world politics, specifically questions of
the Middle East settlement were discussed during the conversation
that had a comradely and trusting nature. The sides confirmed the
striving for a further deepening of Soviet-8yrian relations built
on a durable basis of the Treaty of Friendship and Cooperation
between the USSR and the Syrian ‘Arab Republic. ‘

Basing on the provisions contained in Mikhall Gorbachev's
addressed to the United Nations, Shevardnadze substantiated the
conclusion that the philosophy of a nuclear weapons free and
non-violent world, traansition from. confrontation to a dialogue
meet the vital interests of all the countries without exception.
In this context the emphasised the importance of asserting in the
international communication as a universal principle the freedom

"
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|of choice, wequal right of all states to security and

participation in the solution of problems common to humanity.

Hafiz Assad spoke highly of a complex of peace initiatives
nd?uncad by Gorbachev. He went along with the idea that it Is

_nuw important to pool the efforts of all countries to make
- positive tendencies in the world irreversible.

A substantive exchange of opinions on the Middle East
situation was held. Shevardnadze set out the Soviet leadership's

,view on it. The overall process of the improvement of
' international relations, the easing of tension and the lessening
1of the threat of war creates favourable conditions for a

breakthrough in the Middle East settlement. There is a broad
awareness that this can be achieved by collectlive efforts at an
international conference on the Middle East. In this connection
it 1s necessary to step up ‘actions to prepare such a conference
using the possibilities of the UN Security Council, other forms
of dialogue and contacts among the parties concerned.

Hafiz Assad confirmed Syria's stand in favour of a

- comprehensive and fair Middle East settlement that would lead to

the establishment to durable peace in the reglon. He declared in

¢ principle  for the intensification of internmational efforts to

achieve a real advance to this.

The participations in the conversation noted that the
consolidation of Arab interaction is an important factor of
ensuring an equitable Middle East seottlement. Hafiz Assad spoke
about the steps taken by Syria to overcome differences among
Arabs. The BSoviet side emphasised the 4importance of restoring

. coopetation between Syria and the PLO and improving Syrian-Iragi

and Syrian-Egyptian relations.

When the crisis situation in Lebanon wag discussed, the
sides expressed the conviction about the need to preserve unity,

! soverelgnty and territorial integrity af Lﬂbanon through a

dialogue and natianal reconclliation.

Questions of Soviet-Syrian bilateral cooperation in various
areas were extensively discussed. The sides emphasised the
interest and wish to ensure its <further development and
upgrading through broad use of contemporary forms and methods of
the organization of commercial, economic, sclentific and

! technological ties.

k

Hafiz Assad conflrmed the invitation to MLkhall Gorbachev,
General Secretary of the Soviet Communist Party Central Committee
and President of the Presidium of the USSR Supreme Soviet, for ap

. official friendly visit to Syria.

R e o OO S e~ B e P i 5 e R

"I am leaving Jocrdan deeply satisfied with my talks and
thelc ceaults", Shevacdnadze said in conclusion.
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EDUARD SHEVARDNADZE TALKS
“FRUITFUL" AMMAN NEWS CORFERENCE TOLD

AMMAN. Febcuacy 20, TASS. Soviet Foceign Ministec Eduacd
shevacdnadze desccibed as “"fecuitful, intecesting and pcofound”’
his talks with King Husein of Jocdan, pcime Ministec Zeld
Al-Rifai and Foceign Ministec Magwan Al-Kasim, held ducing his
visit to Jordan. The talks coveced a wide cange of issues,

ik including the situation in the wocld, regional conflicts and
cecent tcends in intecnational celations.

5 "I can say that we have expanded the sphece of agceement
on many global contempofacy pcoblemns. Today's talks continued
the dialogue stacted in Moscow by Mikhail Gocbachev and King

3 Hussein", Shevacdnadze told a news cenfecence at Amman aicpoct
{ late on Sunday night.

"of coucse, we focused on the Middle Faat problem and the
Acab-Iscaeli conflict. The Soviet and Jordanian leadecship
have identical views on all the fundamental issues, such a3
the prepacation and convocation ¢f an intecnational confecence
and other mattecs.”

the Soviet Foceign Ministec =2aid Cthat practical
prepacration focr an intecnational Middle East peace confecence
had become of pcimacy limpoctance now that cectain favoucable
tcends have appeaced foc settling the Middle East ccisis. The
task calls for moce vigocous actions by the United HNations
Secucity Council, including its pecwanent membecs, the U.N.
Seccetacy-Genecal, the Eucopean Economic Community and all
pacties intecested in a settlement.

woppoctunities of settlement ace not bad aow. We and the
Jocdanian leadership agceed to make the beat of these
oppoctunities and to exchange the necessacy information in the

intecests of stepping up this settlement.”

"I am leaving Jarﬁan deeply satisfied with my talks and
theic cesults", Shevacdnadza gaid in conclusion.

* * *
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EDUARD SHEVARDNADZE MEETS HOSHI MUBARAK

CAIRO. Febcuacy 20, TASS. Soviet Foceign Ministec Eduacd
Shevacdnadze, paying an official visit hece, on Monday met
Egyptian President Hosni Mubacak and handed over to him a

message fcow Mikhail Gogbachev.

pucing the talk, which passed in an atmosphece of mutual
undecstanding and mutual cespect, the sides made an extensive
review of ovecciding pcoblems of our time and Soviet-Egyptian

calations.

Mubacak highly appcaised a fundamentally new concept of
intecnational relations, which was glabocated by the Soviet
leadecship, noting that the Soviet Unicn's dynamic and
ceaoucceful policy that lacgely detecmined favoucable changes
in the wocld climate draws a live and intecested cesponse in
Egypt and genecates hopes for fucthec poeitive shifts on the

intecnational scene.

The Soviet side positively evaluated Egypt's cole in the
non-aligned movement , noted its constcuctive and
well-consideced appcoach to ' tackling pcessing intecnational
pcoblems, and expressed .gcatitude for Egypt's suppoct of

Soviet peace initiatives.

In considecing the state oL wactctecs lu Lhe Middle BDuok,
shevacdnadze dcew his inteclocutoc's attention to the fact
that the ongoing acms cace in the cegion, genecated Dby
pecsisting tension thece, thceatens to destabilise the
situation still moce and , moceovac, impede the disacmament

pcocesses gaining jEceng
i

th in othec pacts of the wocld.
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Mubacak agceed with this assessment and said he wou;d
support any considecations that would help cesolve tChis
problem.

The discussion cevealed the common view about the need to
mobilise all effocts foc _the speediest gettlemant of
Acab-Iacaeli conflict given dua account foc the intecests of
all parties. To this end, it is important to put Lo a maximu
use the United MNations' peacemaking potential to conduct
multilatecal and bilatecal consultationa and contacts which
would be leading, without unjustified pcoccastination, to a
conveocation of an intacnational confecence on the Middle East.

Ducing the talk the sides compcehensively analyzed the
state and dynamics of Soviet-Egyptian relations and atated
with deep satiafaction that thece ace all grounds to considec
them to be fully nocmalized. Cectainly, thece ace problems in
celations between tha two countries but thece ace no those

~ which would be insoluble.

The leadecs of  the Soviet Union and Egypt attach
pciocity impoctance to: a fucther extension and developweant of
the celations of fciendship and coopacation in diverse aceas
betweén the two countries. and intend to act consistently and
pucposefully in this dicection. They expressaead confidence that
Soviet-Egyptian c¢elations, which ace built o¢on the principles
of full cespect for the distinctiveness of the sides and the
natuce of theic celations with othec countcies, will, at a new

_stage, become a factor of pcowoting peace and mutual
undecstanding among nations. :

LA

Mubarak accapted with gcatitude Gocbachev's invitation to
pay an official visit .to the Soviet Union. The tecws of the
visit will be agceed upon under mutual acrrangement.

On the Iaama day talks began between Shavacdnadze and
Ismat Abdel Magid, Deputy Pcime Ministec and Foreign Ministes
of the Acab Republic of Egypt. . ;
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' The Soviet mass media gime extensive coverage to Soviet Foreigﬁ Minister Edu-
; ard Shevardnadze's trip on the Syria-Jordan-Egypt-Iraq-lran route. Explaining why

| the Soviet Ninister has set out on a visit precisely to these countries, Andrei Os-

E talsky writes the following in 1ZVESTIA:

1§ { - “preference has been given to the direct: participants in the two main conf s
E . tearing the region apart: the Arab-Israeli and the Iran-1rag conflicts. That is why
i W ; 1 the choice of. the route reflects the priorities of Sovlet policy with regard to
1k Middle East.-- the launchibng of the peace process in the region as parly as po-

'J!ﬁ , ssible. Incidentally, the Israeli leaders also said that they would like Eduard She-
i vardnadze to Visit their country these days. Though this is hardly possible since

§ diplomatic relations between our countries have not been restored, during the So-
4 4 viet Minister's stay in Cairo a meeting with M. Arens, the head of Israel’s Forelgn
Y Policy Department has also been provided for. The Soviet Minister will also meet |

Yasser Arafat, Chairman of the PLO Executive Committee, during his stay there."

|
» | "The importance of the Middle East, has never been put to doubt im our country,®
! notes Ostalsky. "Nevertheless, this is the first official visit to the region at
{5 such a high level over the past fifteen years, while for some of these countries 1t
& is the first ever. Why is it so? Perhaps other problems took wup the time and oc-
L cupied the minds of our leaders? Perhaps they did. But probably the thing is that
in the 60's, 70's abd the early 80's few, if any, believed Iin the feasbility of our
| correct tasks and slogans, For example, isn't the need for a just settlement of the
palestinian problem or the ensurance of the security of all countries of the re*n.
| including Israel, obvious? How could anyone count in all earnest on all this In“on-
_ditions of the complete irreconcilability of stands? And in an international situa-
tion when both the United States and the USSR divided the iliddle East, above all,
into their own and the other side's allies, looking at it mainly through the prism

of .the struggle against each other?" ' |

Only in the new, altered world of the past few years," writes the IZVESTIA
political commentator in conclusion, "has it become possible for the main Palesti-
nian organization to recognize Israel, for the state of Palestine to proclaim 1ts
{ndependence, for a direct dialogue to be started between the PLO and the USA, and
for the ceasefire on the Iran-lIraq front to become possible. And these events have,
in their turn, made real compromises possible. True, not all the opposing parties

i have managed to see them by now..."
] Ht | L
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MR. UTLEY: Mr. Gecretary, let's turrn te the Middle East right 4
mow. The Reagen administraticn cpwrned the door to contacts, talka,
between the United Btates, Yasser Arafat and the FLO. In your time .
in office, do you think that the FLO has beer living Up te its side E}“
of the agrewnent? Are they showing pood faith in your eayes?

ETX
* 4“2

8EC. BAKER: Well, sc far we have had one incioent whigh, =mgome
were inclined to argue,; cornmtitutwd a —= an sanderssment, if you will
== o m return to terrorism by the PLO.

MR. UTLEY: Well, Israel made that claim.

8EC. BAKER) fir incidernt in southevrn Lebarvion -= yek —= and
suggested that sonehow we sphould break off the dimlog, That was not
our cenclusicon. HWe did, howsver, pe to the FLO threough our
ambassader in Turiivw arnd wmay, "Lesk heee, maw, theee kintdes of thingo
carnrcot bR —— carrnet covtinue == if you want to cortirue this dimlog

with the United Steten.

MR, UTLEY: Be you put them on werning.

SEC. BAKER: Well, we put them on wWarning bmfore we over, begen .
the dialeg with them because we made it clear to them that we were
rpt geirng to have & dialeg unless they rerncunced terrorish By

actiore and by words.

ME., HOUSE:! MNow that you have a dialop with the Fe@ ard yeur
Sovimt counterpart is getting his own dialog with everyonw im the
Middle East rnow on & trip, is the Midele Epse an area bthat reeds to
incubate further before you sctually geo ivi ard try $o sclve the
problem, or i it cre that if it ircubates further it blews up?

« ETY

8EC. BAKER1I I don't think it's on@ that if it incubates
further, it bBlows up. I hope not, because I thirk $hat if you had
te balaricw risks here, the risk woeuld be grester in tahking
precipitcus motion tharn {t would in waiting a while, analyzing the
gitustion, workirg ern the ground cerefully, tillivg $the grourd, arnd

making sure that when vou do go in there you have some reascrables
prospect of muccess. And this ie the nessage, 17 I may say =me, th-‘
we have giver our alliance partrners.

We have said, in effect, '"Leok, we urderstarnd the importarce of
; the United States irvalvement if we're sver te athieve peace irn the
] Middle East. We urderstarnd that, but, wa're raot sure that the
] process is best served by a big, high=level, high=visibility
interratiornal cernfererce bepur to sarly. We think that there cught
, t¢ be meme quiet corsultaticr dore before that sver == befors we
! sver get close to that.

MR. UTLEY: John?

; MR. DANCY: Mr. Becveatary, e Yasser Arafat conducting ivdirect
' talks with the Isrewlis through Falestivieans, through Burcpean
ldiplomeats? |

SEC., BAKER1 1 have re Krowledge of that, Johr,
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and maybm cothers —= but Brernt, ars we in? =— I'm not sure

siactly of the bilaterals we're having, but {(t will be a matter.

H-l-n, and then we'll start movirg areund trying to get to the qufb

back of the room.

o Famically, ir & vnyy & ﬁuﬂﬂtinﬁ abaut vour trip. Therms
is & widespread perception thaet you dorn't havae o forelgn policy,
that you have permitted the Rumsiane to move inte the vacuum in the
Middle East, you ware surprissed con Central Amarica, that your '"ge
glow" mRttitude really hee let the FRuseisans prab the ball.

PRESIDENT BUEHI Well, I've riever hesard guch an edtragecus
hypethesis., (Scattered laughtwr.) The fact that the Boviets ~- you
failed to point cut that the Soviets moved ocubt of Afghanistarn. Some
good things happeninp. I dew't worry about s trip by Mr. ™
Ehevardrnadze to the Middle East, | have rio worry apout that --

a (OFff-—mikhm. )

PREBRIDENT BUSHI Moy 1t hRapperned just this weak. Arnd they're
out of thers. I don't worvy about theat. Ard we have a formign

pblﬁpy. He are reviewling mppropristely East-West relations, the way
we lock at South Amarice. But thie deasr't treouble e ore bit,
We've astablished ard are Fﬂllmwing orr with certain privrciples that
are put thare And I think thet Jim Baker when he ceme back made
vary clear that the NATO alliarce still looks te the United Btates,
I'1]1 have av cpportunity to discums & lot of thirpgs a8 we go orn thie
particular trip. Bo I simply der't agree with that. | really
hadn't sver heard such a negative approach to foreign poliey.

aQ (Off-mihka. ) .

PRESBIDENT EUBHM: Middie Eamt policy? It's to sricourage
discussiore batweer Kirg Hussein and the Israelis, And to build en
the progress that has beer matie Wlready., And I think i% wag == ['ve
already said that I thirnk it was very useful, the changees that the
PLO sdvocated. MNow, we wart te see theat there's come follow—on
there, Beo the peolicy (s =et. I campaligriod on what the policy ism.
And I think it's guite clear. The guestien is, what mpecific scteps
wWe takm rest, and ] don't want to bm rushing cut booaume Mw,
Ehevardriadze went to the Middle Eapt. 1'd like te have for the
first step we take of that rature tc be a prudent step. BSo the
principles are there, arnd I think we'twe == you kriow, we'va pgot to

[ riow Tlemh thet out and figure out what we do apecifically.

You?

@ Mr. FPresident, the FEI'E final, or presumably final
raport on Benator Tower is rew ivi, Yeou are reported to have read
some of it. The

LETX
h EDN{IHUEE ON FABE 4=1
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that would make mey, if I ware s senntor, voite agairmt Benator Tower.
Now, Senator Nurm, he's gat to reach his cown conclusions, and I
think he's been fair. And I think he is spproachirg it in a very
professicrnsl mnarmer. But I hope he rasches the same conclusicorn that

I have remched.
Yeah, in the bBachk?

] Mr: Presmidernt, Washirmgtori DC and other big sitiens have
been besieged with viclence lately. Do you see any role at all that
the federal goverrment can play to help ivn that srea?

PRESIDENT BUBH: Well, I hope mc, But certainly in Washingtorn
we have a8 responsibility, it's a federal city, srd & lot of the
furds come -= ocbviocusly come from the federal goverrment. But,
there ien't any eaey arnswer to that, and yet I, veu krow, cempaigred
strongly on enforcing existing law, orn being teugh &an erimirale, on
more priscr space. And I think that thome thivgs all will bm caught
We in eur rew anti-drug effort thet 1'm looking tn Bil) Bernett to
lead. And g0 it's a complicated problem where evepybody in the
country has & stake in it., Everybody should be trying to do
something sabout it, Ard yes, I think the federal goverrmernt has a
role in that.

I |
' a IT I may follow. Is there amy federal money for it7? Ism
this something that veou really deo riet have the rescurces to attack?

FREBIDENT BUBH: Yas, thwro.will bw federal merney end I wish we
had more. :

Yesh, Charles.
a {(Way ivi the bech 7}, Mr. Fresidernt!
= My. Pramident ——

PRESIDENT BUBHs: How far do we o te bw demeeratic, here? No
that's too far == here. (Lauvpghbter).,
&
ﬂ a Myr. Presidernt, yvou Baid iv arswer to Helen's gquestion
that you wanted your first wtep in the Middle Exst to be "prudent.”
What do you mean by a "prudernt” step? What do you have in mind?

FRESIDENT BUSH: What I have irvi mivd iz I den't warnt to Jjust
serd scmebody charging of f or a mission to cournter Mr.
Bhevardrnadze's trip to ses Mubarsak arnd cothers. Let's do something
that's going to hopefully have results. And I'm not saying we have
to krow that a trip by the Secretary, or a trip By == ingtructiors
to arn smbassador are going to result (v s settled pelicy --
everything's settled in the Middle East. But, I den't want tc be
stampedad by the fapt that the Soviet Foreigw Minister tales a t-ip
to the Middle Eamt., Bo it's -— in my view, that's .a Qood thing.

— .ETX
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WUBH P.C,-0E/21/09 b B=2
‘__IBT: i
@ What role do you think Mr. Bhevardrisdze and the Envi.tu-ﬁ
could amd mhould be playing? fii
. FRESIDENT BUSH) I think it should be a limited vrole, and I
think that's what it'®s going to bwe. l{
| 13
& Mr« President --=

PRESIDENT BUBHI Arnd that's exactly the way it should be and I
i think the pecple in the Middle Eamt feel that way. But thm fact

. that he goes there really sheuldn't be bad.
]

Yes?
(\ Q Mr. Prasident, if the West Germarm --

\\ﬂ PREBIDENT BUBH)! Viewed with alarm.

I i .
r] == {f the Hest Germsrns *efuse to modernize short-range
weapofis, will that burt the Allisnce in the lorng-run and perhaps
result in the de-riuclearizetion of Europe == '

PREBIDENT BUBH1 Teogo hypothetical a guestion, Jerry, for me to
ANBWE, '

a Mr. Presidernt, I'11 amk vou & Jeapen gquestion --
PREMIDENT RUBH: Sheot. (Seattered laughtsr.)

a == with the summit starting tomorrow. Hew do you
reasssure thoam

«ETX
CONTINUED ON PAGE 7-1
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gtrategic Goalg: The Jawish"cnmmunity rllltiﬁﬁilfinld should:

--  encourage the Administration to continue vigorous efforts to
bring about direct, face-to-face, bilateral negotiations between
Israel and Arab parties;

-- encourage the new Administration to use its dialogue with
the PLO to press it to abrogata thosa sections of the Covenant
that call for Israel's destruction, to contribute to the ending
of the uprising in the territories, and to take other steps that
could contribute positively to a peaceful rasolution of the

conflict;

-- expose those actions and statements of the PLO that
contradict the PLO's professed renunciation of terrorism and
recognition of Israel's right to exist; and, call upon the

Administration to engage in a continuing examination of the
efficacy of that dialogue in 1light of those actions and
statements;

== interpret to the new Administration, the 10lst Congress,
' decision-makers, and opinion-molders at all levels, and tha

American public as a whole, Israel's continuing commitment to
seek a political settlement of its conflict with the Arabs,
inecluding the Palestinian issue, through direct negotiations
pased on UN Security Council resolutions 242 and 338, and the

Camp David Accords.

-~ urge the Administration to place a high priority on
promoting more constructive Soviet policies in the Middle East,
partiesularly to reeume full diplomatie relations between Israel

and the USSR;

- continue to interpret to the genecal community €he oomplex
challenges faced by Israel in its ongoing efforts to restore
order in the Wast Bank and Gaza Strip:

- continus te menitor the impmct of the axtandad violence in
the West Bank and Gaza Strip on the Jewish community and American
public opinion and seek appropriate ways of communicating these

findings to Israeli leadera.l

*
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U. 8., Add to Israelt N!!ﬁgf Commi lLments, and Benefits

The United States’ "Rise to Gilobalism," as the post-1945
shift of international power centers is frequently called,
entalled dramatic transformations in the structure, dynamics
and patterns of internaticnal politics, This transformation
was underscored by an active U.S. foreign policy, highlighted
by an extensive foreiqn aid progzram. REE proygrams
constituted a cornaratone of 3 new foreign policy posture,
intended to enable accessibllity +to countriles and regions
previously impervicus to American influenoce, such as the
Middle East.

Within thig "bi-polar” structure and context, the United
Btates' prime objective was the explicit containment of
Communism. That goal waw to be achieved, through an
eloborate policy of crembing regional sllies and alliances,
based on common political interests, the strategic and
geopolitical significance of the specific country, and the
mutual banefits resulting thoreof. Thus, throughout the lute
1940'e, the 1950's and 1960's, the United States supported
politically, militarily and economically, countries aws
diverse as Great Briteln, France, Germany (undsr the Mershalil
Flan), Japen, South Korea, Taiwan, Penama, Turkey, Greecs,
the Fhilippines, to name a few.

Iarpel, however resents a different casze, basced on a
diffarent rationale for support, albelt consistent and
congruent with U.8, policies, U.5. interests and American
ideas and valueg. American support of Isrsel stems from and
ies predicated on a moral rmlivnale. The plight of Eurcpsan
Jewry during Fﬁn €acend wWorld War, the holocaust and the
dramatic establishment of an immigrent Jewigh state, baced on
Western values, in the Judeo-Chrigstiasn traditien resembled
the principlea on which the American Republis was built.

From ite inception, 1sresel constilubed a democratie island in
4 sea of dictatorships and suthoritorien regimes, hostile to
Ierael, and alien to the American concapt of freadom,
liberty, and demoecracy. That game lsrael emerged as a stable
democracy, thereby trenscending the conflnes of a moral ally,
and becoming an ever increasing etrategic Ally whose interest
concurred with the United 5tates' geo-political strategy.
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This tacit and later formal allisnce, congistes of paveral
componente - Ieragl'm demooratic character and political
etability, Israel's battle-proven militery. (a fast which
nuntribu{eu immeasurably to U.8, defense, insofer as wespons
aystemo are concerned, both V.3, and more importantly Soviet
systems), snd Israel's pogition as a major party of any peace
agrezement in a contentious region, marred by freguent ware
and violanca.

Israel's predicament, however, ig a rosult of exogenous snd
endogenous factors which can only be mitigated by means of
self-reliance and alliance ccoperation. A strong lsrael, a
deterring lIgreel, is slso an Israel capable of concessions.
It im an Israel capable of Bustaining an existing defense
burden, while at the seme time investing and allocatin
resocurces to tha strengthening of democraoy and the buglding
of & new goclety.

U.8. support therefore, is s combination of mutually
cultivating moral, ideslistiec, strategic, political and
asconomic faotors. lIeoreel im not merely indebted Lo the 1.5,
for this continuing invesluable support, but slso adamaontly
balieves that it i2 in the interest and cultursl tradition of
the U.8, to maintain this mutually beneficial and unigue
relationship.

Although in recent years, most aid to Israel has been given
in the form of grents, until 1985 Israel paid for most of ite

military purchsses in the U.5, with loans borrowed from ihe
i3 biilion. Since 1985, Iorael
hag receivad a total of B3 on per year, of which $1.8
billion is military aid (FM5, most of 1t to ba epent in the
U.5.) and £1.2 in sconomic asgistance, (+o be spent for

certain eligible expenditures).

In 1988, Israel refinanced its high interest FMS debt to the
U.5. government. Thesa loans were primarily the resull of
the Camp David Feace Atcords with Egypt, in which Israel
agreed to withdraw from the Einai Peninsula, to return its
only oil fields, end to relocate its military bages. Tg
date, Israel is repaying to the U.8. (government and privale
ingtitute more than it gets In economic aid. Until 1998
Israel's ﬁngt service to the U.B5. will be approximalely $1.3
billion snnually, Then it is scheduled to gradually decline,
(provided that no new loang will be taken). '
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Why Israel neede U,S. Asd

Forty years of Ieraeli struggle for survival has takan its
toll. The young country increased ils pupuleation from
Approximately 850,000 in 1948 to over 4.5 million today,
mainly through the sbsorption of massive numbers of Jewich
immigrants. At the same time, Israal fought fight five major
warg and numeroug t;rrnr and guerilla attacks. A major

rtion of Lhe coun 's_resources wag_snd continues Lo be
epent on dofenge, Tga foilowing figures iilustrate Fhe
magnitude of the problem:

* In 1988 defense expenditures as s percentage of tha
Government Ordinary Budget were 20%.

& In ;:aa the defense budget as a percentage of GNP was
16.34.

* Active military duty manpovwer is 4% of the total
repulation, (4 times more than +he U.%.). Thera ig +threa
year compulegory military service for men, two years for
WOMman.,

* 45 - 80 days POr year rescrve service for men up to the age
of BD years old.

* Indirect cost for defense (excluding direct defense budgat.)
is 7% of cpP.

* In 1988 Defense Epending per capita was 81200,

These figures do not however, convey the gosio-politiecal
b::de: of everyday 1ife and ita cultural and psychological
effoots, .
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Tha following tablea provide & basis for counlry camparison:

DEFENSE SPENDING PER CAFITA (1987) »

200 1

UK Fro Frence Ganads Japan TurkeyPortugel Mely U8A jereel

= Baurgs. The Miftary Balares 1088-1080
TR FARIARET IRETIIEIR OF ATrniagth
Bimdieg, Londen, 1087,

DEFENSE SPENDING AS % OF GDP (1986) «
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The heavy defense burden, coupled with the need %o absorhb
macoive numbers of immigrants, resulted In anuvther unwelcome
phenomenon -- an enormoue internal and external dabt. The

overnment debt to its own citizens imaunta now to 3 times

untry s annual GOP. In 1988, the government 's intornal
ebt service was 4A0% of the totel budget.

An additiconal unfortunate coneequence of the heavy defence
burden is the enormous external debt burden of 76 billion.
Almost 50% of the government budget is spent on its debt

service, most of which goes o the U.5. Again, we are
unfortunately among the world leaders in our debt burden.

| '~ EXTERNAL DEBT AS % OF GDP (1987)
|

100 <
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. 80

40 -

20 4

0- H ; i %
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* Bourge: The Milltery Balarce 1R0B-1080
internationel Ineilieie for Biralegle
Givdies, Lendén, 1087,
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In 1ight of this situation, U.5, eid to Israel is critical. .
In 1986, U.8. mid to lsrasl comprised Eﬁi ©6f the totol

Israeli budget and 7.2% of ita GDP. US defense assistance

was 33% of the total Israeli defense budget. lsrael ig

facing an increasing threat f£r et least four extremely well

eguipped Arsb ermies. Sovial military and economic aid %o

thaue Arab countriar is maseive, as iy demonatrated by the

following Table.

Military and Economic Assistance, Incld'

Sales From the U.S.S.R, U.B and W.Europe . )
to 8Select M. East Countries (1981-1888) . Assfﬂgggf Eﬁuigngnf
1981-1988)

$ (Blions) (Annusl Average)

]

10.4

Arab Oountries

wuiiga: Annonl Agoorl e The Qengress,
rank 0. earlueel, Bactalery of Daferis,
T .

tgw o U0 puarmanm LAenS ang Grants
8, Ageney for interpbilenal Devalaps
anl, 19RR

Racent reports reveal that Syria, Saudi Arabia and irag have
long range tactical missiles capable of launching a
countorvalue attack, and inflicting hundreds of thoussnds
civilian carusities. Libya, Syria and Irng havea the
capability to and experience in dealing with and using
chemical und biological warfare, Wikth the termination of Lhe
war in the Persien Qulf, and the ensulng mvaiiapility of
—flve (55) Tragi divisicns (more than Ethe U.5. and NATO
combined) there ic a consldersble and sophlskicated arms
arsenal potentially aimed at leraal, Furthermore, Fhe U,5.
governmant anncuncad recentiy ifs Intention to =ml1 hillions
of dollars worth of weapons and arme to some Arab countries.
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Israel has to fase theee incressing threatsa. Waapons and
armé are becoming more smophisticated and costly. Without

U.8. wssistance, Israel's abilit nsure its security
would be extremely difficult.

There are poversl femsible geopollitical secenarice which could
result in war. The reconstruction of s united Eastern front
conegisting of Iraq, Byria and Joxdan, or a Syrian adventurs
supported by either Soviet policy or massively sustasined by
S$sudi and Libyan weaponz. The plausibility or imminence of
such a scenario is irrelevant. What ig, in the potential
concomitance of hostile countriss, failed diplomacy snd a set
of pretexts. As hes been the case previcusly, that would
suffice to ignite s new round of vioclence detrimental to the
ragion's stability.

Thene tential tendencies and inclinations must be
deterred by & strong and determined lsrasl.

The following charts illustrate the magnitude of the potential
threat facing Israel.

Military Arsensl, select Middle East Countries (1987-19BB)*
(Syria, Lybia, Irag, Jordan, Saudia Arebia_lsrael)

Arab Covritrieg
2180

Arab Countrisa
10800

lerael
1400

Argh Countries
14878

Arab Countrigs
1982200

A \grgel
440000

MANPOWER TANKS
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For how long wili Igresel need U,§, oid? i

Naturally, ferael wishes to bacome independent of eny foreign
support. Fundo raisad through Israel Bonds ang private
donatiens are merely a frection of Israsl's evor increaning
naeds. Thue, U.5. aid remoins the most important foreign

Bu tor Israel’'s security and well being., As a result of
inflwtion and the rising coet o weaponry eystems, the
current volume of U.2, Ald to Isrse)l is decreasing in real
tarms. Several factors are expected to affect Bignificankly ;
Israel's need for foreign ald:

1. External Desbt

Israel'n current dabt to the 1.8, is not expected to be
reduced substantially before the year 2016. Israel's Lotal
debt to the U.8. is xzz billion (future value). until 1005
| our debt services to the U.S5. ie expected to remain greater
than the 1.2 billion of Beconomic Assistance (ESF). Leen
debt burden meang 1ess nasd for foreign aid.
m -

I1. Geopoliticsl Situation

Although any kind of peacs kettlement in the Middle East {is
sxpacted to oreate more expenses in the mhort run (as
2ccurred after the Camp pavia Accord), 4t will ultimately
rasult in reducing the burden on our security budget. In *he

long run, Eﬁnnn Afresments will enable us to require less
foreign sseistance, ﬁnwﬂvgf, in the face of currently
rowin ab mil Iy ca lity, we expect eecurify needs to

noreage. i

I11. Ecenomic Situation H

Economic independesnce implies less need for foroign support.

Tha Israeli Pecple and government are striving to achinve

this goal. With the encouragement, support and guidance of
| the u.s8, govarnment, Ieracl hos undertaken major aconomic
measures which have put thes country'se aconomy on the road
to economic recovery and growth. Dedng a small country with
scarce naturel rescurees and no adjacent markets, Igrael has
to rely primuril* on twe faotorar the quality of 1t'a human
regources and it's ability to e=xport. In spite of major
obstacles, such as the Arab boycott, 40% of Isrsel's GNF is=
orport. Increasing ut ization of pur high level human
resources and a drive Eg_u;gnnd our gxports wiil bring us
cloger to rea Eing our economic goalwm and gventually to

reducing our dependence on American forelgn aid, !
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Why U.5. support Of Israel Ig A Good Investiment

Over the 1last 40 yeare, the United States has assisted Iscanl
in many weys., The military und economic 814, whether in loan
or grant form, was primarily intended to enable Israel to
gtrongthen its democratic soclety, amd mstabligh a deterring
postura vis-s-vis tha Arab military threot. MNotwithstsnding
the politicol reasons, this assistance has hesn cost-
effective on many leavels for bo countriaes,

The annual 83 billion assistance constitutes but a small

The_snnual

fraction of the total U.8. budget, T173% budget). The
12 part 4

accumulated ald over

0 yesrs equals (.5,

expenditures in the Persian Gulf alene.

Ae 1g illustrated in tha Table below, U.5. aid is negligible
compared to the allotment of funds and aid to NATO or Japan.
What'e more, israsl has never asked, nor does it intend to
gsk the U.8, ¥o deploy iis troops in Igrael.

$ fiNions)

Ald 1o Israel Compared to Major International Costs
(Figures baged on FY 1987 expandiures)

-

2 T na

HATO Cost ol Caoat of Aidte  Ald e larael Aid 18 fseael
Commitmmie  Far East Carer Dostrine lersnl nafar gebt  not eosnt in

£

[a) Cporahiong and repayment S8
oy Forgian Guil
lipargnang

ey

18] Preet and dndirat spcie of NATO delengs semmitmant cakeated ap e ELE YR
5! JElEnER CLO0eT ThIF DAFCENB0E DALED 0 beaTed A “Midimttenn S, Logls o
Erasian Pgraey in NGO pod LS Ao Uni iy, Benernl Ace tunerg Dlige, Juiy 31, 1984)

My St e beavpt costp et P Bag CETETIAMENIS D25R0 ON MUMDE Of IF0A0E BANGTeT
Im Agka 1114.000) gerrpered ® Pumbar al FERB] fibtianad in MATD sountes | E70 000}

18 AnnLehman Gt Daclrne & Mo Longar Adasemis s il ® Tha WAl Srres
SO Avgrust 0. 1T D B2

Feprinted by pRIDIESION af YWrbyen | . Bhiegal . Fealer Tae
l-‘-:-f'ﬂpn Faliay Optigme, Los Arperles, Galg fyiiing
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The nature of U.5. - Igraal relaticne, in cggence, is one of
deep friendship, shared values, gtrateglic cooperation and
moral commitment and support. These cannot be measured
guantitatively at all times. Some faclors arm intangible,
howaver mignificant or erucial they may ba perceived to be.

. We beliave Lhat the return to the U.S. on avery dollar it has
loaned or granted to Isrdel has multiplied its value:

* Igrasl's battle-proven weapon gtems serve the U.S.
military, &8 well a= Lhe American defense industry, by
providing critical ovaluationz of real time usege, Ethus
txgﬁﬁiﬁﬂ flaws, emphasizing strengths, and substantially
cutting research and development proccsses, In 1987, 54% of
the U.8. Foreign Weapon Evaluation fund wam spent on
evaluation of Isracli wespone syatems for possible U.S.
military use.

* 1t is estimated that for every 81 billion Tsrael recelves
in militery aid, 60,000 jobe arc ereated in ths U.G. !

aconomy. I .

* Inraoel is cooperating with the U.3. in hattling
international terrorism, most of which originates in the ;
Miaddle Eaat.

* Cooperation in intelligence information has provided the
U.8. intelligence sgencies with invaluable information on
Soviet weaponn gystems, Boviet militery doctrines, and
analysis of the stability of varioue pro-western ragimas in
the region. (Israeli intalligence was tha first to alert the
UsB. of the deterioraling situation in Iran in 1979.)

* The strength and viabllity of feresel's Demoeratic gocioty

and eyeteme zerve as g model to young and developing

countries in the world and help to promote democracy ag 4

whole. Joint economic and military projects complement and
- supplement the advancement of democrrny, stebilization of the
- region, and the extansion of political cooperation, thus
rendering Isreael a strategic assel Lo the U.S. from both a
military end political perspasctive.

From an Israeli perspective, there is still yet another point

to emphasize. The U.8. not only is Isrsel's most important

Ally, its moral, material and politicel supporter, and its .
friend over a considerabls +ime gpan, it ls Israel's only

ally in thess respects. Unlike other countries, Iprael

cannot resort to _other would-Bes mille=. IE is noteworthy Lo

poink out that Jsrael has never expsrienced anti-American

activity, nor does it harbor ssntiments of that sorl. This

can only be attributed to the dsep and broad interaste and _

values ghared by both countrienm.
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