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Since the collapse of tne Tel Aviv Stock Exchange in
October 19€3 and implementation of the GOI austerity program,
there has been no Israeli market for raising either private
or public capital for industrial ventures. In addition, new
Israeli R & D firms are disadvantaged in the U.S, capital
market because of their off-shore location. The recent
financial difficulties of well known Israeli R & D firms nave
also made it more difficult for new Israeli high tech
companies to raise money in the U.S. capital market.

The main objective of the Israeli Commercialization and |
Development Fund proposal is to provide financing for
commercialization of mature Israeli R & D projects with
significant export potential. A private merchant bank or
window in an existing private bank like the Israeli :
Industrial Development Bank (IDBI) would be established to
administer the program. After initial capitalization, the
fund would be financed by profits, royalties and/or loan
repayments depending on the nature of the bank's
participation in tne project.

Members of tne BIRD Board of Directors would serve as
advisors for identification of R & D projects to pe
financed. U.S. private sector business leaders would be
encouraged to nelp sell the development fund concept to
individual and institutional investors in the U.S.

USG financial participation would be limited to
$50-$70 million over a three year period, but the actua’ |
=mount would depend on private sector participation. [5G :
Cutlays would be made pari passu as private capital s
raised, based on a 2 to 1 ratio ($2 of private financing for
every dollar of official financing). The total !
capitalization of the fund after three years would therefore |
be in the $150 to $200 million range. The GOI would make a -
pudget contribution alongside the USG, .
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PLCSLI: S.ATUS OF THE CUOLONIC STABILIZALION PROGRAL

1. Fiscal Stabilization

a) Fudget Donmestie Derielt in currcnt million dollars.
{""he rigures oy Harch 1006 are ovstimated)

15t Duartcr -k Quarters “otal
Expenditure 2076 5366 T
Revenue 1894 6180 BO7
Domestic Deficit 182 =274 =132

b Domestic Deficit in 1985/6 compared to Donestic DeTicit in 1GEL/S

in ecurrent million dollars

1904/5 1965/ 6
Expenditurs £994 ToLZ
Revenuc 6955 BOTY

Domestic Deficit 100 =132
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nilativn

Arter the dinitial increase in inflation in July 1625 due to
devaluation and cut in subsidiis, intlation in the subsequent 8 menths
went up by 16%. Yo believe that the present pattorn is of  price
increase of about 7.5% & month which 13 equivalent to 205 yearly
inflaticon,

though we 38111 have a partial price (resze ‘on about 297 ol the goods
and services! there is no black market, The wapges frocze was lifted 23
months alter the introduction of the pregram. The price frocze i3
gradually liftcd and we cxpect that by the end ol the supmer there
will bz no price control (except on goods and services provided by
menapols and the state).

Int«rzst Rates

Interszat on IS accounts went dewn in nominsl terms fron "2.9% 2 month
in August 1985 to .7% in March 1986. In real terms it want down from
34.7% a month in August 7985 tc 7.2% a month in March 1886,

“he hiph interest rates which were mandatory for the dis-inflation
program caused real hardships in the private sector.

Real WUages

Real wages went down in July (985 by 157 and at its lowest point in
October 1985 was 209 bzlow the June 1985 levcl. The currcnt <stimate
is that real wapes in February 1986 was scme 7% lowoer than in June
1985. However purchasing povcr in Feburary 986 c:iceed=d the cne in
Junc 1985 buocause a sharp docline in income tax and becaus> the
decline in inflation,

cmploynient

Unumployment behaved in a somewhat erratic way. the rate of the
unenployed in the workforce population swang monthly up and down
within the range of 7.9% to 5.57. Unemployment is mainly concentrateod
in the “Development Towns'. llassive layouts which arc cxpocted in the
near future will aggravate thc situaticn.

Probloem Areas

“he main dangor whizh is forscen now is collapse of major corpoerations
du: to cashflow problems. The banking system is unable to provide
long-term loans unless the government allows saving and pensicn funds
tu purchasc Bank securitics against their lisbilities. This, in turn,
may endanger the plan of th= Government to reeyel: its intirnal debt
in 1986/7.
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"The US - Israel Free Trade Agreement makes Israel more competitive as a N
location for high tech firms interested in production for re-export."
"Lack of an adequate domestic capital market and the excessive conser- e

vatism of banking practices in Israel make it difficult for both U.S.

and Israeli firms to raise funds for working capital and investment.
Israel could also attract more portfolio investment from abroad if better
information on Israeli firms were made available. The Israeli SEC could do
better in this regard."

"The first priority should be to incraese export sales through improved 2
product definition and marketing capebility."
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U.S.-ISRAEL JOINT COMMITTEE WORKING GROUP
TOURISM SUBGROUP

Meeting Report
October 21, 1985

The Tourism Subgroup of the U.S.-Israel Joint Committee Working
Group on Services met Tuesday, October 21 in Jerusalem under
the Joint Chairmanship of the U.5. Travel and Tourism
Administration (USTTA) and the Israeli Ministry of Tourism, and
pursuant to paragraph 9 of the Declaration on Trade in
Services, discussed the following opportunities to strengthen
bilateral trade in tourism.

1.

Use of U.5. Overseas Private Investment Corporation
(OPIC) funds and guarantees to encourage U.S. private

- sector investment in Israeli tourdism projects.

Use of U.S.-Israel Education Foundation (formerly
Fullbright Commission) funds to finance and promote
exchanges in the field of tourism education.

Use of "small grants for regional cooperation
projects™ funding to stimulate and finance bilateral
tourism cooperation projects conducted by Israel and
at least one of its Arab neighbors.

El Al participation in the guarterly Inflight Survey
conducted jointly by the USTTA and 11 U.S. and 24
foreign air carriers.

Preclearance/preinspection of air passengers traveling
between the United States and Israel.

The list of tourism services proposed by the U.S. side
for inclusion in paragraph 1(A) of the Annotations to
the Declaration on Trade in Services for Travel and

Tourism.

The proposed Appendix B to the Annotations, i.e.,
definition of tourism for statistical purposes.

The second International Conference on the Legal
Aspects of Tourism and Travel.




The U, S. side agreed to:

1. Advise American business representatives who will
attend upcoming FTA seminars in the United States
(cosponsored by the U. S. Department of Commerce and
the Government of Israel) that Israel welcomes U. S.
investment in tourism projects and that such projects
are eligible for OPIC assistance.

2. Ask OPIC to give favorable consideration to OPIC
funding and/or guarantees available to gualified U. 5.
firms wishing to study the feasibility of, or to
invest in, tourist facilities in Israel.

3. Investigate the U. S. academic community's interest
in an exchange of tourism professors as well as the
Education Foundation's U. S. representatives’'
willingness to consider applications for grants from
candidates in the tourism field.

4. Watch for possible opportunities to use Small Grants
for Regional Cooperation for tourism projects which
would benefit Israel and an Arab neighbor.

5. Recommend the inclusion of recreation services and
amusements in the list of tourism services appearing
in paragraph 1(A) of the annotations.

6. Replace the language contained in Appendix B, Definition
of Tourism for Statistical Purposes, with the formulation
contained in WTO Document A/6/18, approved by the Sixth
General Assembly of WI'O, meeting in Sofia, Bulgaria,
September 17-25, 1985.

7. Provide the Israeli side with a list of those WTO
Recommended Practices Concerning the Status of Tourism
Representations Abroad which are acceptable to the U. S.

Government.

8. Supply the Israeli side with a film and other material,
to be provided by the U. S. Immigration and Naturalization
Service, which will explain the preinspection procedure,
and arrange for a film-showing at the U. S. Cultural
Center in Jerusalem.




10.

The Israe

1.

2.

Prepared:
ID4 2648F
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Consider the possibility of cooperating with Israel in
the establishment of an international depository for
judicial rulings and texts in the field of tourism,
which was recommended by the first International Forum
of Tourism and Travel Advocates.

Regularly communicate with the Israeli side on
progress made or follow-up action taken, on projects
of mutual interest.

li gide agreed to:

Ask E1 Al to give favorable consideration to
participation in the USTTA Inflight Survey.

Review and consider the films and material to be
provided by the U.S. side on
preclearance/preinspection.

"Unofficially provide the U.S. side with a list of

those WTO Recommendea Practices Concerning the Status
of Tourism Representations Abroad which are acceptable

to the Government of Israel.

October 24, 1585 .




Views of the Member A encies of the
National Tourism PnlIcy Council
on
Activities of Foreign TGurism Promotion Entities
— - J0Li0Nn ENnticties

in the United States

Recognizing that international travel and tourism contribute
significantly to national economies and to understanding=between
nations, the United States sSupports policies promoting the free flow
of international travelers, in conformance with U.S. foreign and
domestic policy aims,. Also, in the spirit of multinational
liberalization in international travel and tourism, we welcome the
establishment in the United States of tourism promotion entities of

other nations,

Tourism promotion entities of other nations in the United States,
whether operated in whole or in part by a foreign government, may be
required to register with the Attorney General under the Foreign
Agents Registration Act, 22 vu.s.C. 611 et seq., and may operate on a

commercial or a non-commercial basis when promoting travel to their
respective countries,

Foreign tourism promotion entities in the United States are
encouraged to work with commercial tour operators, travel agents,
airlines, hotels, car rental companies, steamship lines, financial
service companies, and other travel-related firms and associations
which cater to Americans traveling abroad.

Commercial Entities

In cases whure'fuggign governments establish commercial entities in
the United States which pProvide travel services direct to the public
for a fee or cost, such entities are subject to all federal, state,
and local laws and regqulations calating to organization, taxes,
employment, immigration, customs, records, and other applicable
requirements. Tourism offices engaged in commercial activities
should be aware that U.S. law provides for appropriate action in
cases where specific acts or practices are determined to constitute
unfair competition within the meaning of the law.

In accordance with longstanding practice, the Vienna Convention on
Diplomatic Relations, 23 ysT 3227, Article 42, the Vienna Convention
on Consular Relations, 21 UST 78, Article 57, and the U.S. policy as
enunciated in Department of State circular Diplomatic Note of April
4, 1985, commercial activities are not permitted as part of the
operations of diplomatic or consular establishments enjoying
diplomatic and/or consular privileges,




Non Commercial Entities

Wwhen operating on a non-commercial basis, tourism promotion entities
should provide promotional services free of charge., An illustrative
1ist of services likely to be provided are the following:

-- provide information about the tourist facilities and attractions
in their respective homelands to the public, the travel trade,
and the media; .

-- conduct or organize seminars, exhibitions, and workshops for
representatives of the travel industry;

-- distribute posters, window displays, and other sales aids to the
travel industry;

—— coordinate advertising campaigns and engage in other promotional
activities;

-- organize familiarization tours of tourist facilities in the .
country to be visited for U.S5. tour operators, travel agents,
and media representatives;

-- engage in cooperative advertising with private or public sector
tourism enterprises in order to promote tourism to the country
to be visited;

-- participate in trade shows;

-- 4import promotion literature, including posters, to be given away
rather than sold; and .

-- perform market research.

The above list does not exclude other promotional activities which
would be acceptable.
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THE JEWISH AGENCY FOR ISRAEL

RENEWAL DEPARTMENT minagan metnnay apynnn

f&; 3rd March 1986

f (  #807

<7 1
Mr. Elchanan Ishai }\r_( \
Adviser to the Prime Minister R 3

Office of the Prime Minister ~=
Jerusalem

Dear Elchanan,

The following are what we believe to be the main points for discussion at
the policy level regarding Project Renewal. They should, in our opinion,
serve as the Prime Minister's principle message to diaspora Jewry during

his forthcoming visit to the U.S. They are written in English for your
convenience.

I have also included previcusly prepared papers in Hebrew which have been
submitted to the Prime Minister in the past, but which we believe are still
relevant. In addition, you will find a data sheet with basic information
on the project.

I hope that you will find this information useful. We will be happy to
provide any assistance you require in this matter.

Regards,
’
N/
Y
Gigeon Witkon

Director General

Main Office
17 Keren Havesad Steeer, Jerusalem Tel fnz2) 22591R1 |

TR TIwRn

00U 1 0 Hwa

Muiling address: POH 02 21920 |erusalem eve20 M=t 91 TR gwvanamb wn
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Points For Discussion

The Government of Israel has devoted its resources in the past year to
a major program of economic recovery, the main thrust of which has been
the reduction of inflation and the improvement of the balance of

payments.

— This program has required a major retrenchment effort which has
included decreasing government spending. The reduction of social .
and educational budgets, the gradual elimination of commodity
subsidies and the erosion of personal income have placed a heavy
burden on the citizens of Israel. As it was recognized that the
weight of this burden would be greatest for the residents of
distressed areas, the government has given priority to the

maintenance of Project Renewal programs at their previous level.

= The government recognizes the need to reinforce the social, economic
and educational infrastructures of distressed areas in order to
minimize the effects of the economic recovery program on the .

residents of these areas.

The situation in Israel's development towns located in the country's
geographical periphery in the Galilee and the Negev, is very grave.
For a number of reasons, these towns have not grown or prospered over

the years.

- Most are already included in Project Renewal as they share the basic
distress symptoms of the Renewal neighborhoods in the towns and

cities of the center of the country.
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pistress in the development areas is, however, much more fundamental
as most lack a population threshold to support adequate social and
educational services and they lack a physical and economic

infrastructure which would maintain an adequate standard of living.

In its initial stages, Project Renewal has been able to treat the
immediate problems of housing adequacy, renovation of public and
commercial facilities, reinforcement of the educational system and
community organization. These endeavours have for the most part
been remedial of the symptoms but not of the causes of social

distress.

The Government of Israel is now developing a new comprehensive plan
directed at stimulating urban growth in these areas with emphasis on
improving the quality of life, attracting new population, changing

the employment profile and promoting economic development.

Integration of distressed neighborhoods into modern Israel, depends
on the development of a high level of technology. Technological
education which will produce a pool of skilled manpower is a
necessary first condition. Project Renewal has given impetus to the
development of special programs designed to improve the skill levels
of the residents of distressed areas and the Government of Israel is
now planning a program which will introduce technological education

at the earliest possible age.

As the government economic program moves into its next phase in
which economic growth will be the priority, every effort will be
made to ensure that the residents of distressed areas will

participate fuly in the resultant benefits.
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1. Project Renewal has had an impact in Israel which goes well beyond the

borders of the Renewal neighborhoods.

- It has brought the concepts of grassroots participation in decision
making process and resident participation in community affairs into
an urban setting where once their implementation had been limited to

rural settlements only.

— 1t has resulted in a new inter-ministerial and municipal
coordination process which has resulted in greater efficiency and .

effectiveness.

- 1t has created a new and dynamic Diaspora-Israel partnership which
has given Jews from all over the world an opportunity to participate
directly in their project in Israel as full partners in a national

endeavour.

- It has provided the residents of the neighborhoods with an advocate
for the promotion of neighborhood interests, and with the c-:'mfider.

which results from the existence of a concerned partner.




- 5 =

THE IMPACT OF THE PROJECT

The JAFI Project Renewal Department was initiated im 1977 and is now in its
fifth year of full operation. In the veteran neighborhoods, the phase-out
of community funding and intensive organizational intervention is
proceeding smoothly with responsibility gradually being assumed by
residents, the government, Local Authorities and national institutions.

# of neighborhoods in the Project 82

Total populatien About 450,000

# of world Jewish communities twinned with Renewal 275

neighborhoods .

Total Project cumulative expenditures up to 31/12/85 $192.8 million

-~ More than 200 community centers have been built, improved or enlarged as
part of a total of more than 500 public service facilities which the
Project has made available to neighborhood residents.

- (Computers have been introduced into 225 schools

- About 1,000 residents are participating in Project Renewal initiated
technological training programs.

- About 5,000 adults are gaining basic education skills in Tehila Adult
Education Programs.

- 6,000 mothers and their pre-school children participate in Etgar school .
preparation courses.

- Enrichment programs include more than 15,000 pre-school and school
children.

- Courses for local lay leadership were held in 50 neighborhoods for 1,500
participants.

March 1986
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w
WHEREAS, the Govarnment of the United States of America

{the "USG") and the Government of Israel ("GOI") continue to

; a5 ¥
have an interest in enhancing their mutual cooperation in

research and dEUBluj}nu’nt and in increasing thelr respective
- e @b vw B

defense capabilities; and .

WHEREAS, the USG has embarked upon a program ci—aeepring

reashedebboitr—tmpaatsy, which &-Ei-ﬂ-ie_.has beﬂrh titled l:he Strategic

“Bafense Initiative ("SDI"), and, towards that end, has embarhud
v pan an effort to identify and assess appropriate lines of
research and da*.fe].ﬂpmnt: and .
WHEREAS, tha usG re::nqmzes that the GOI and [sraeli

e an o

industry and research and development institutes pcsaus_lgEruquu

{ capahilitmsf&{ﬂ Ie:cpermncel which the 1SG hasi identified as

part of. I:ha SDI, and which the USG believes may make a aignifi-

cant contribution I:t:a the SDI effort; and by

HH!REAS. the two Gnvernmnl:s are . 1ntar=sl:eck in joint etforts

relating to the duvalnpmant and production of atratuqxc defense

systems; and L, : e , : Sab .

WHEREAS, the GOI is interested in confronting the sclentific
. ’ ¢

chal_lunqﬂ preseénted by S5DI and believes that its efforts will

. : r




Agreement on Government Procurement negotiated-undsr .t‘.t:n__ﬂenaral
Agreement on Tariffs and Trade; and (5) the Agreement on the
Establishment aé‘a Eéaa Trade Area between tha'unarnman; of
the United Statﬁs of America and the Government of Israel, dated

22 April 1985.

2.2 Order of Precedency
In ‘h“.?“BEFHQf a qqﬁflict between the terms and con~
ditions of this Agreement and the provisions of any of the agree=
ments reqerancad,in 2.1 abpve, the terms and conditions of this
Agreement shall taka pre¢ehénce and prevail.

3.  [SRAELI PARTICIPATION IN SDI

t -
3.1 Major SDI Program Areas

{srael will participate in and contribute its defense,

scientific and rechnological capabilities to the congepts, archi-
A a3t

tectures and development of major sDI1 aystems,drhich,tha u.s.
Strategic ULefense Initiative Organization ("SpIQ") recognizes to
be among the highest priorities to the SpI. These systems shall .
be identified in Annex A to this Agreement. within this contexkt,
Israel will conduct an architecture study of a deEensé system
against short-range ballis;ic missiles, to be Ebllaued by a U.S5.-
Israel cooperative R&D and implementation program. Tha:tEtms
qnvurn’ng this project will be sﬁeci!iad under a separate agree-<
ment to be concluded betuﬁfﬁ the SDIQ and the qsraali Strntegic
pefense Program QOffice I'Iéur“i. whieﬁrwill be established

within the MOD: ; /

’
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3.4. Additional Areas'of Cooperation 2

The absence of an area from Annex A, B, or C shall
not be used as a basis for refusing Israell industrie; or ReD
institutes an oppgrtunity to participate in an SDI program or
éﬂnt;act. In any instance in which an Israeli proposal is
submitted for an area not yet covered in Annexes A, B or C, the

proposal will be considered by sSDIQ and, if approved, the area

will be added to the appropriate annex immediately. .

3.5 Reciprocal Visits 5
The parties will welcome visits and inguiries from
reprasuntativei'of DoD and MOD and U.S. and Israell industries
and R&DLLnstitutﬁﬁ for the purposes of (a) informing DOD and
U.S. industries of Israeli capabilities and potentials, (b} iden-
cifying areas uflmutual interest and campLementéry abilities
where Isréeli R&D insﬁituten and industries can fLrther the
goals of the SDI in cooperation with U.S. institutes and indus-
tries, and {(c) facilitating other SDI program areas as duscribe.
in this Article 3.
3.5.1 Representatives of Israeli industries and R&D
institutes will be permitted to visit SDIﬂ.aa—u-nnstqfﬁ:
to promote new R&D p;upﬂsals, obtain Requests for anpasals
aqd follow up on previously submitted "proposals.
| 3.5.2 DOD, in conjunction with HUD.Iyill initiate
action to fioster su;L-Enntacts and Eacilitate the entry of

¥ -
Israell sources into the SDI/program as quickly as pcssible'

consistent with applicable ‘regulations. P
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. 'G - 12 =

prompt generation of responses to and evaluation of“Israeli
proposals submitted to the SDIO, and implementation cé
contracting prﬁcaduran. % .

5.1.4 [ISDP shall accredit a permanent representative
kn 5DI0 in Hashinqtun, D.C. The ISDP representative shall
serve as a channel for némmuni:a:inn? and effecting data
exchanges, coordination of autivll:i.nl.. idllnl:t-!i.catiml of .
new trends, needs and requirements, and shall generate
responses to requuhta fuf proposals. For the performance
of his duties, the ISDP representative to SDIO shall be
granted an appropriate U.S. security clearance,

5.2 L SDIO-ISDP Committee -

A permanent SDIO-ISDP Committee shall be established
ko (i) review, monitor and assess progress unde; this AjJreement,
(ii) serve as a vehicle for consultations, (iii) remove any
obstacles to the cooperative effort envisioned under this Agree-
ment, (iv) amend this Agreement as required, and (v) act as the .
initial forum for the consideration and resolution of all

disputes arising in connection with any aspect nf the implemen-

tation of this AgreamanEJHjIha Committee will meet at least

twice a year, and at such nther times as either party requests,

Co-Chairmen of the Committee will be:

! The Director of SDIOs: - ) ) ~

, The Director of 16DP:

The Committee shall ha responsible for formulating its own pro-

cedures and detardinihg the time and location of gneetings,

‘!/ #4 Gbﬁwﬁa L Mﬂaﬁ‘é A

Uk & Crgnny 4 Dt st
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THE ARAB BOYCOTT:
A Violation of the Principle of Free International Trade

and the Princible of Non-Discrimination;
A Direct Threat to the Free Trade System

There are two important principles which are enshrined
in the laws and regulations of democratic and sovereign states,
namely:

- The principle of free international trade

- The principle of non-discrimination in whatever form

The Arab Boycott violates the above-mentioned norms. Its
implementation is a direct threat to the free trade system.

The Arab Boycott

The Arab Boycott is, in fact, unique among boycotts.
It operates in two levels:

a. The direct or primary boycott, aimed at Israel and
its citizens, and is a direct result of Arab hostility against
Israel with the unique exception of Egypt.

b. The indirect, or the secondary and tertiary boycott,
is directed against companies, personalities, institutions of
other parties in third countries because of doing business with
Israel.

The Arab Boycott forces companies, and even governmental
and public bodies which are outside the Arab-Israel dispute,

to boycott the State of Israel and its citizens

despite the fact that their country has normal
relations with Israel.

JAPAN AND THE ARABE BOYCOTT

Japan's attitude towards the Arab economic boycott of
Israel substantially differs from that of other Western
industrialized states. Unlike other countries, Japanese business
openly gives in to pressures by the boycott authorities to
refrain from maintaining economic contacts with Israel. Further-
more, Japanese companies frequently preempt such pressure by
voluntarily boycotting Israel.

In Japan the boycott is excercised mainly by the large
Japanese conglomerates. Most of them refuse to deal with Israel




altogether, directly or indirectly. In Israel's efforts to
develop trade and establish closer economic cooperation with Japan,
the Arab Boycott emerges as a significant obstacle which limits
Fhe scope of business in both directions to a level much below

its potential.

The Government of Japan and its agencies relate to the
problem arising from the Arab Boycott by reiterating its position
that the companies in question are private and therefore act on
their own accord. It should be noted that the Government of Japan
not only persists in its refraining from condemning the boycott,
but @s supplying its companies with information about Arab Boycott
and is unwilling to do anything to prevent the application of
the Arab Boycott in Japan, or discourage Japanese business from
cooperating with it.

It is our view that in order to overcome the problem ‘
which arises from the Japanese companies adherence to the Arab
Boycott, the Government of Japan should take the lead and make
known to the Japanese business community its view that the
Arab Boycott contradicts its declared policy of international
free trade and therefore, should not be complied with. Japan's
interest should be in maintaining free trade system in its
entirety. Japan cannot bend free trade principles to seek
advantages by supporting boycott practices against Israel.

Israeli-Japanese Economic Relations

The frequent submission of Japanese companies to the Arab
Boycott, apparently with the government's tacit submission,
resulted in the volume of Israeli-Japanese trade remaining well
below its potential.

In 1985 Israel's exports to Japan amounted to only 200
million dollars. 70 percent of Israel's exports to Japan
consisted of cut diamonds which have an 80 percent import compo-
nent, so that the balance in terms of value added is heavily in
Japan's favour. Only 1.7 percent of all Israeli exports of goods
was directed to Japan and 1.2 percent of its imports came directly
from it. 1Israel's share in Japan's exports and imports is around
0.1 percent only.

At the same time other forms of economic cooperaticn,
such as direct investment, joint industrial projects, R & D and
exchange of know-how have been extremely limited or wvirtually
non-existent.

As far as imports from Israel are concerned, there is a
reluctance amongst Japanese importers to purchase Israeli-made
consumer goods which receive public exposure. Even in the field
of imports of Israeli raw materials into Japan, Israel exporters
frequently come across difficulties. For example, the Japanese
agricultural cooperative association, Zennoh, which for 26 years
imported potash from the Dead Sea Works, stopped all purchases
in Israel out of pure boycott considerations.



Strangely enouch the boycott is also evident in Japan's
exports to Israel. Several major Japanese exporters, especially
of consumer durables, such as the car manufacturers, Toyota and
Nissan, refuse to sell to Israel altogether. Others, such as

Sony, Sanyo, Sharp and National trade with Israel only indirectly,

¥ T TR AR " -
and do not have direct agencies in it. It is not uncommon for

Japanese firms approached by .potential Israeli customers to inform
them openly that due to the Arab Boycott they are unable to supply

the desired items. For example, the Japanese Toshiba company
refused to sell mail sorting equipment to the Israeli Ministry of
Communications. Amongst the items which Japanese companies have
refused to sell to Israel, one may find photographic equipment,
pocket computers and even barber chairs - hardly items which one
would consider of strategic value to the Israeli economy and

thus objectionable from the boycott authorities' point of wview.

Recently the Chairman of Mazda Corporation declared at
a press conference that Mazda will enhance joint production with
Ford because Ford was deleted from the Arab Boycott list. 1In
other words, one of the main car exporters to the United States,
who is using free trade system applied by the United States to
its advantage, is openly supporting Arab Boycott in wiclation of
the free trade principles.

In some cases Japanese press refrained from publishing
U.S. politicians' criticism against Japan's official support of
boycott practices. As a result, New York Mavor Koch's critical
remarks that Japan's attitude towards free trade is insincere,
before 200 Japanese journalists, was not mentioned, not even
in a single sentence in Japanese lancuage, in the Japanese
newspapers.

It is not only trade in goods which is affected by the
boycott, but transportation and finance services as well. Japan
Air Lines (JAL) refrains from landing in Israel, and even though
ships bearing the Israeli flag do call on Japanese ports, no
Japanese ships throw anchor in Israel. Japanese banks refuse
to grant commercial credit lines for over 180 days or long term
financing for exports of investment goods to Israel.

GATT AND THE ARAB BOYCOTT

The basic aim of GATT is to liberalize world trade, and
place it on a secure basis. The General Agreement is the only
multilateral instrument that lays down agreed rules for inter-
national trade. These rules govern the trade of all the
organization's members and the conduct of their trade relations

.




with each other. Within this context various articles are
relevant to the issue of the boycott.

Basic Principles

The first principle of the GATT embodied in the famous
"Most Favored Nation" clause, is that trade must be conducted on
the basis of non-discrimination.

All contracting parties are bound to grant each other
treatment as favorable as that which they give to any other
country with regard to the application and administration of
import and export duties and charges.

This keystone principle prohibits the application of an

embargo, or primary boycott, which is the prohibition of trade :
with the country in question.

It should be pointed out that already in 1946 the United
States, in its suggested charter for an international trade
organization of the UN, had included the following article
specifically dealing with secondary boycotts:

"No member shall encourage, support or participate in
boycotts or other campaigns which are designed to
discourage, directly or indirectly, the consumption
within its territory of products of other member
countries on grounds of origin, or the sale of products
for consumption within other member countries on
grounds of destination. Moreover, each member shall
discourage, by such means as may be available to it,
such campaigns by political entities within its
jurisdiction.”

Consequently, since 1946 the U.S. delegation to GATT repeatedly
expressed U.S. Government opposition to secondary boycott practice

Ministerial Declaration of 1982

We should add that folloiwng the Falkland crisis the
Argentine Government requested the contracting parties to make
a formal interpretation of Article XXI. This was done in a
general manner in November 1982. 1In its declaration of the
GATT ministerial session of November 1982, the contracting parties
undertook, individually and jointly, (7.3), to abstain from taking
restrictive trade measures for reasons of a non-economic character,
not consistent with the General Agreement. This undertaking
constitutes the most recent decision of the GATT concerning
embargo and boycott. The implications for Israel are obvious.

It is clear that politics should not interfere with trade,
but the means to avoid such interference are in reality almost



non-existent. The ability to counter an embargo depends on a
given country's capability to take effective reprisal measures.

Israel, GATT and the Boycott

In 1970, Israel challenged the Egyptian practices of
blacklisting as being contradictory to Article XI. The request
for negative certificates of origin was contrary to this article,
and was likely to act as a barrier to trade. Consequently, follow-
ing the Camp David Agreement, Egypt decided to apply the GATT
rules to Israel. .

Although boycotts are directed at states, secondary boycotts
being directed against firms and persons, it should be borne in
mind that the bulk of world commerce is carried out by individual
firms and traders.

Israel, therefore, maintained that it was the respnnsibility‘
of governments to create conditions in which the trading community
could function freely and efficiently.

The major international instrument for this purpose is

the GATT. Maintenance of the secondary boycott was therefore,
incompatible with the obligations of a contracting party.

KOREA-ISRAEL

£ince 1980 Israel has been trying to receive the Government
of the Republic of Korea's consent to reopen its Embassy in Seoul.
Its various demarches, up to now, were declined. The reason,
given by officials of the Republic of Korea, was that "reopening
Israel's Embassy in Seoul might endanger Korean economic interests
in the Arab countries."

It is regretful to note that the economic exchanges .
between Israel and Korea are, at present, at a very low ebb.
This is due to the lack of on-the-spot representation and to the
Government of the Republic of Korea reservation - in spite of
its declared policy in support of international free trade - to
promote bilateral trade with Israel. FKorean companies refrain
from doing business with Israel following the pattern of Japanese
companies as described above.

The Government of Israel sincerely believes that the
reopening of its Embassy in Seoul and the promotion of bilateral
economic activity are in the best interest of both countries
and therefore, will appreciate any aid which will be directed
towards attaining the above-mentioned goals.
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’ The Ohic State University Mershon Center
199 West 10th Avenus

» Columbus, Ohlo 43201-2388

. Phone 814-422-1881
M. v
March 10, 1986 ’3? 4

Ms. Louise Shimron

Embassy of Israel

3514 International Drive N.W.
Washington, D.C. 20008

Dear Ms. Shimrorn.:

Enclosed is the invitation from our university president
to Prime Minister Peres. As we discussed on the telephone
today, 1 appreciate his schedule is tight, but I am
grateful for your offer to transmit the invitation to
Jerusalem and your office in New York.

1f you have need of additional information, please lat
me know.

Sincerely, ﬂy

# / zu[m/ MJMM’/

Charles F. Hermnnn
Director

CFH:jc



The Ohio State University Offica of the President

205 Bricker Hal
190 North Oval Mall

Columbus, Ohio 43210-1357
Phone B14-422-2424

h 7, 1986 ’_}L( ;1
| LA

The Honorable Shimon Peres
Prime Minister's Office

3 Caplan

Hakirya, Jerusalem 91919
ISRAEL

Dear Mr. Prime Minister:

We understand that you may be considering an official wvisit
to the United States in the spring of this year. As president
of The Ohio State University, it is my privilege to extend to
you an invitation to visit our campus while you are in the
United States, and to receive an honorary doctoral degree ==
which is the highest recognition an American university can
bestow. While you are at Ohio State, it would be our pleasure
to have you participate in our Schooler-Reese Distinguished
Lecture Series that this year addresses the theme, "The Global
Agenda: Views of World Leaders."”

The Ohio State University, with more than 56,000 students,
is one of the largest comprehensive universities in the United
States and is just an hour by air from Washington, D.C. Not
only is the University located in the capital of Ohio, it is
situated in the heartland of our country. :

The Schooler-Reese Distinguished Lecture Series, in which
we invite your participation, annually brings to our campus
major figures to address a theme of importance. The purpose of
the lectures is to stimulate thinking about critical issues by
students and faculty at the University as wall as citizens in
the surrounding community and, indeed, the éntire nation through
appropriate media coverage. 1In 1983-84, the theme of the series
was "The Future of the American Presidency” and included
sessions by Presidents Jimmy Carter and Gerald Ford. The prior

ear's theme was "Avoiding Nuclear War® and was also addressed
y eminent specialists in that area., .

The theme for 1985-86 is a broad one; we would welcome your-
selacticn of issues and concerns that characterize the challenges
we face and what our countries, individually and collectively,
can do about them. Questions of particular importance to Israal
and the United States or concerning the future of the Mideast
would be especially relevant and timely.

ot
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The Honorable Shimon Peres ,1¥§
March 7, 1986
Page 2

W r1d-be verv oleased to make appropriate arran ement
with dzsfqhateﬁ m mbers ot your starr IQE tﬁi ceremony gu uwugu

the honorary doctorate and for your distinguished lecture at a
time convenient for you. Your address would be before an
andience of several thousand people from the campus and the

metropolitan area.

Gaining a better understanding of Israel at present and its
role- in-the-Middle East and in the world is an urgent task for
Americans. Your visit to our campus would help stimulate .
attention to Israel throughout the midwest of our country. We
sarnestly hope you will be able to accept.

Edward H.fJenninqs

EHJ/dr 9{-




SUGGESTED TEXT FOR PRIME MINISTER'S MEETING WITH UJA LEADERSHIP
MARCH 31, 1986 -

le \/“'
L2 T

PROJECT RENEWAL IS AN ATTEMPT TO HELP IMPROVE THE QUALITéjgg
LIFE OF OUR CITIZENS IN THE DEVELOPMENT TOWNS AND TN THE OLDER
AND OVER-CROWDED NEIGHBORHOODS OF OUR CITIES THROUGH THE EFFORTS
OF BOTH THE ISHHEL GOVERNMENT AND THE DIASPORA COMMUNITIES.
WORKING AS PA EHS WE HAVE BEEN ABLE TO IMPROVE THE PHYSICAL
ENVIRONMENT, THE SOCIAL AND EDUCATIONAL SERVICES AND THE SELF-
IMAGE OF THE RESIDENTS WHO LIVE IN 84 NEIGHBORHOODS AND TOWNS --
OVER HALF-A-MILLION OF OUR CITIZENS.

1 AM AWARE OF THE VERY SPECIAL RELATIONSHIP THAT HAS DEVELOPED

BETWEEN THE JEWISH COMMUNITIES AND THE RESIDENTS IN THEIR TWINNED
PROJECT RENEWAL NEIGHBORHOODS. I WAS RECENTLY ON A VISIT TO .
HATTKVAH, WHICH IS LINKED TO THE JEWISH COMMUNITY OF THIS .
(NEW YORK) CITY. I KNOW HOW CLOSE ARE THE TIES NOT ONLY BETWEEN

YOUR COMMUNITIES BUT ALSO OF THOSE REPRESENTED BY ALL OF YOU

HERE TODAY. THIS IS A DIRECT RESULT OF YOUR SINCERE AND COLLECTIVE
INVOLVEMENT ,

IT IS MY UNDERSTANDING THAT THE FINANCIAL COMMITMENT THAT WAS

MADE BY THE AMERICAN JEWISH COMMUNITIES WILL REACH 225 MILLION

DOLLARS AND THAT YOU HAVE UNDERTAKEN TOCOMPLETE THIS GOAL BY

RAISING 63 MILLION DOLLARS THIS YEAR. I CANNOT EMPHASIZE STRONGLY
ENOUGH HOW IMPORTANT IT IS TO COMPLETE THIS GOAL AND I AM

CERTAIN THAT YOU WILL TAKE THIS COLLECTIVE RESPONSIBILITY

IN A MOST SERIOUS WAY BY TRANSLATING IT INTO ACTION, ..

AT THE SAME TIME, I FEEL IT IS IMPORTANT TO LOOK TOWARD THE
FUTURE, I HAVE ALREADY MADE IT A MATTER OF RECORD THAT WE IN
ISRAEL MUST CONTINUE PROJECT RENEWAL BY GIVING IT A NEW DIRECTION
THAT WILL MEET THE NEEDS OF OUR CITIZENS AS WE APPROACH THE

YEAR 2000. AT THE CONCLUSION OF AN INTEHNATIONAL CONFERENCE

ON URBAN RENEWAL HELD IN JERUSALEM LAST MONTH, I ANNOUNCED MY
DESIRE TO USE THE MOMENTUM OF PROJECT RENEWAL TO GO BEYOND THE
PHYSICAL CHANGES THAT HAVE OCCURRED AND ALS0 TO MOVE BEYOND THE
CLOSING OF THE SOCIAL GAP THAT PROJECT RENEWAL HAS THUS FAR
MANAGED TO BRIDGE.




WE MUST ASSIST OUR CITIZENS TO ACHIEVE ECONOMIC SELF-SUFFICIENCY
AND WELL-BEING IN AN ECONOMY WHICH WILL BE TECHNOLOGICALLY
ORIENTED. wg SEE PROJECT RENEWAL AS A WAY TO INVEST IN INDIVIDUALS
SO THAT THEY CAN FULFILL THEIR POTENTIAL. WE MusTt FPROVIDE

TRAINING s0 THAT THE RESIDENTS IN RENEWAL NETGHBORHOODS WILL

FIND SATISFYING EMPLOYMENT IN SCIENCE-BASED INDUSTRIES AND

NOT LAEDH-INTENSI?E ONES. WE LooOK To PROJECT RENEWAL TO EDUCATE
AND TO TRAIN THE Young GENERATION TO TAKE ITS RIGHTFUL PLACE

IN ISRAEL's HI-TECH FUTURE .

BASICALLY WHAT WE MUST Do TODAY 15 To PREPARE FOR THIS FUTURE.
WE WERE ABLE TO CLOSE A VERY SERIOUS SOCIAL GAP 1IN A RELATIVELY .
SHORT TIME THROUGH PROJECT RENEWAL, WE CANNOT LET AN ECONOMIC .

GAP BEGIN To GROW AND THEN WAKE UP ONE DAY AND DEAL WITH AN
OVERWHELMING PROBLEM. now IS THE TIME FoOR PROJECT RENEWAL TO
MOVE IN A NEW DIRECTIDNITHHT WILL ENSURE THE NECESSARY EDUCATION
AND EMPLOYMENT OPPORTUNITIES ofF TOMORROW,

30 LET_.US COMPLETE THE TASK THAT WE STARTED BY FULFILLING THE
PROMISES THAT WE MADE. LET US LOOK AHEAD TO A FUTURE THAT WILL
GIVE US BOTH PROMISE anD FUTURE. TO THAT END I cALl, uron You

TO COME TOGETHER WITH ISRAELT GOVERNMENT AND JEWISH AGENCY OFFICIALS
IN ORDER TO FORM AN EXECUTIVE TASK FORCE THAT wrLL, DEVELOP

FROJECT RENEWAL'S NEW DIMENSON -_- p PLAN THAT WE CAN PROUDLY
REVEAL TOGETHER oNCE WE HAVE COMPLETED OUR CURRENT COMMITMENTS -- .
A PLAN THAT WILL GIVE RENEWED vIston TO OUR PEOPLE. .
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TO: DANY BEN NATAN FROM: YAIR KAGAN FAX# S [Q|  MARCH 19, 1086 PAGE |

ENCLOSED IS THE SUGGESTED SPEAKING POINTS FOR ROMAM. WE WILL BE VERY GRATEFUL IF YOU CAN
CONVEY THEM TO HIM AND WE WILL BE EVEN MORE GREATEFUL IF AND WHEN YOU CAN GIVE US ANY
FEEDBACK AS TO WHETHER HE IS GOING TO USE THEM, REGARDS, YAIR KAGAN

PRIME MINISTER SHIMON PERES
SUGGESTED SPEAKING POINTS

AMERICAN FRIENDS OF THE HEBREW UNI?EHSITY

LEADERSHIP MEETING, APRIL 2, 1986 i p
You will be introduced by Harvey L, Silbert, Chairman, .
Board of Directors, American Friends of the Hebrew

University,

There will be a satellite hookup to meetings in Los
Angeles, Palm Springs and Honolulu.

You may wish to begin by commenting briefly on the
economy and prospects for future preacefyl growth
and development--or other issues you wish to ashare
with this @roup of American Jewish leaders--as a
context for the suggested remarks that follow.
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PRIME MINISTER SHIMON PERES 1 —— I?

R*©3h now?
| 20 -03- 1005
WHILE WE LOOK FORWARD WITH HQPE IU IHE RESOLUYION
OF ISRAEL'S PROBLEMS, THE PATH AHEAD OF US WILL BE
MEASURED IN STRUGGLE AND SACRIFICE FOR SOME TIME TO
COME.

THE STEPS THAT HAVLC BEEN NECESSARY TO ENSURE THE

SECURITY AND THE STABILITY OF THE NATION HAVE HAD --
AND WILL CONTINUE TO HAVE -- SERIOUS AND FAR-REACHING
IMPACT ON THE QUALITY OF LIFE FOR THE PEOPLE OF
[SRAEL. IN THE LIVES OF NATIONS, AS IN THE LIVES

OF MEN, PROGRESS IS NOT ACHIEVED PAINLESSLY. AND

THE GREATER THE MAN...THE GREATER THE NATION...

THE MORE PAINFUL THE CHOICES THAT MUST BE MADE.

FOR ME, PERSONALLY, FEW CHOICES HAVE BEEN MORE
PAINFUL THAN THE DECISION TO REDUCE OUR GOVERNMENT'S
SUPPORT FOR HIGHER EDUCATION IN ISRAEL. AS I KNOW
IT IS WITH ALL OF YOU, THE LOVE OF LEARNING 1S
FUNDAMENTAL TO MY IDENTITY AS A HUMAN BEING AND

TO MY PERCEPTION OF THE WORLD WHICH SURROUNDS US.
AND 1 AM COMMITTED TO THE VISION I KNOW WE SHARE
OF ISRAEL AS A GREAT CLASSROOM...THE PURSUIT OF
LEARNING, OUR CALLING AS A NATION...SHARING THE
FRUITS OF OUR KNOWLEDGE FREELY FOR THE ADVANCEMENT
OF ALL OF THE NATIONS OF THE WORLD.

JFE= T oS e T AT
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YET, WHEN THE CHOICE HAD TO BE MADE, I FELT
THAT THAT VISION WOULD NEVER BE REALIZED UNLESS THE
MOST STRINGENT MEASURES WERE TAKEN NOW TO ENSURE

OUR SURVIVAL AS A PEOPLE AND A NATION. THE
REALITIES OF A HOSTILE WORLD IN THE END LEFT US

WITH NO OTHER OPTION BUT TO TRIM BACK OUR EUFPDEF
OF HIGHER EDUCATION.

THIS DECISION WAS ALL THE MORE DIFFICULT
'BECAUSE OF THE REMARKABLE HISTORY OF ACHIEVEMENT
OF ISRAEL'S INSTITUTIONS OF LEARNING. AND THE

PART THEY HAVE PLAYED IN OUR WORK OF BUILDING THE
JEWISH NATION.

THERE IS NO BETTER EXAMPLE OF THIS ACHIEVEMENT
THAN THE HEBREW UNIVERSITY. FOR MORE THAN A
DECADE BEFORE THERE WAS A STATE OF ISRAEL, THE VERY
PRESENCE OF THE UNIVERSITY AFFIRMED OUR FAITH IN
THE POWER OF EDUCATION TO TRANSFORM MEN AND NATIONS
AND HELPED TO SUSTAIN OUR DREAMS OF NATIONHOND

S0 oA "o SOH3Tdd  HEDIH3W AL 28-6T1-£0
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“WITH THE REBIRTH OF ISRAEL, THE HEBREW UNIVERSITY
BECAME NOT ONLY THE REPOSITORY OF JEWISH LEARNING,
BUT ALSO THE SEEDBED OF NEW I1DEAS, NEW TECHNOLOGIES..
AND A NEW GENERATION OF ISRAELIS WITH THE KNOWLEDGE
AND SKILL TO USE THEM--THAT ENABLED US TO RECLAIM
A PEOPLE AND A LAND AND BRING BARREN WASTES 10 °
FLOWER ONCE AGAIN. '

THE WORK OF THE UNIVERSITY'S SCHOLARS AND
RESEARCHERS 1IN AGRICULTURE, SCIENCE AND TECHNOLOGY
AND MEDICINE FORMS THE ESSENTIAL BUILDING BLOCKS OF
NATIONHOOD...AND IN ITS CLASSROOMS OUR YOUNG MEN
AND WOMEN ACQUIRE THE KNOWLEDGE, AND THE WISDOM,

TO SHAPE THOSE BLOCKS INTO A JUST AND PEACEFUL
SOCIETY. THE HEBREW UNIVERSITY HAS BEEN A CENTRAL
FORCE IN OUR ONGOING STRUGGLE TO INCREASE THE BOUNTY
OF THE LAND, ACHIEVE ECONOMIC INDEPENDENCE THROUGH
THE DEVELOPMENT OF NEW INDUSTRIES ANU TD LIVE FULLER
MORE MEANINGFUL LIVES OF THE MIND AND THE SPIRIT,
FREE FROM THE TYRANNY OF CATASTROPHIC ILLNESS.

THESE GREAT GIFTS TO ISRAEL HAVE ENABLED US TO
"EXTEND THE HAND OF FRIENDSHIP AND ASSISTANCE TO
THE LESS DEVELOPED NATIONS OF THE WORLD AND T0
DEMONSTRATE IN TANGIBLE WAYS OUR COMMITMENT AS
A NATION TO PEACE AND INTERNATIONAL unueusrannrﬂé.

L]

Jon HOO O SAIIHA PHO AN =g | SeT 20



NATAN

= CE ik ErIicFE ‘:"‘—.'-Lj ‘&1
803 £04 "0 b3 o L:. i

\ Ny T HTV?

FROM: YAIR KAGAN FAX# MARCH: 19, 1988 " PAGE §
2 003
— TR

FOR EXAMPLE, YOUR QWN GOVERNMENT SPﬂHSﬂkE.PHﬂJECTS

INVOLVING COOPERATION BETWEEN EGYPTIAN AND HEBREW
UNIVERSITY SCIENTISTS IN THREE IMPORTANT AREAS--
AGRICULTURE, HEALTH AND MARINE SCIENCE--ONt STEP
IN THE PROCESS oF NORMALIZATION THAT BEGAN AT CAMP
DAVID.

w!

SUCH PROGRAMS AS THE BERMAN FELLONSHIPS AND THE

GOLDA MEIR FELLOWSHIP FUND ARE ATTRACTING QUTSTANDING

YOUNG SCHOLARS FROM AROUND THE WORLD ToO JERUSALEM. THE

ROTHBERG SCHOOL FoOR OYERSEAS STUDENTS PROVIDES AN

CHDURING BRIULE BEIWEEN ISRAEL AND JEWISH COMMUNITIES

THRUUGHﬂUT THE WORLD.

EQUALLY IMPORTANT, | BELIEVE, THE UNIVERSITY ALSO

PROVIDES A FOCUS FOR THE ENERGY AND COMMITMENT oOF

MEN ANO WOMEN LiKE YOU WHOSE LOVE OF ISRAEL AND OF LEARNING

AND WILLINGNESS To GIVE GENEROUSLY oF YOUR LABOR AND
YOUR PERSONAL RESOURCES. . _HaS CONTRIBUTED §0Q
SIGHIFIEAHTLT TO THE GROWTH OF THE HEBREW UNIVERSITY
AND THE NATION IT SERVES. FOR MORE THAN SIXTY YEARS,
AMERICAN JEWRY'S SUPPORT OF THE UNIVERSITY AND ALL

IT STANDS FOR HAS STRENGTHENED THE BONDS THAT UNITE
US AND FIND THEIR NOBLEST EXPRESSION IN THE WORK OF
RAISING UP A PEOPLE AND A NATION.

o 00 03 "ON SAHITE  NEOTEAW BZ LT 926120
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YOUR WORK ON BEWALF OF THE UNIVERSITY [S-A——__ 7 oo
STATEMENT OF FAITH IN OUR FUTURE. THE REALITIES
WHICH IMPEL OUR GOVERNMENT TO REDUCE SPENDING FOR
EDUCATION IN OUR QUEST FOR ECONOMIC STABILITY AND
INDEPENDENCE, AND THE REALITY OF THE VITALLY
IMPORTANT ROLE THAT THE UNIVERSITY HAS TO PLAY IN
OUR PROGRESS TOWARD THAT GOAL, FORCE US TO CALL
UPON THE RESOURCE OF YOUR FAITH ONCE AGAIN.

ISRAEL'S FUTURE ECONOMIC HEALTH AND THE
CONTINUED GROWTH AND SERVICE OF HER EDUCATIONAL
INSTITUTIONS ARE INEXTRICABLY ENTWINED, THE
uHI?ERSIT¥ IS A SOURCE OF NEW KNOWLEDGE AND
TECHNOLOGY~-AND THE SKILLED MANPOWER TO IMPLEMENT
IT=--THAT IS ABSOLUTELY ESSENTIAL TO THE GROWTH
OF QUR NATION AND THE QUALITY OF LIFE OF OUR
PEOPLE. WE SIMPLY CANNOT AFFORD TO MORTGAGE OUR
FUTURE ACHIEVEMENTS AS A NATION TO THE DEMANDS
OF OQUR SECURITY IN THE PRESENT. IF THE GOVERNMENT,
THE SERVANT OF THE JEWISH PEOPLE, CANNOT PROVIDE
THE NECESSARY RESOURCES, THEN THE JEWISH PEQPLE
THEMSELVES--YOU AND THE THOUSANDS OF OTHERS LIKE
YOU WHO SHARE OUR HERITAGE OF THE LOVE OF
LEARNING--MUST DO SO.

SAP—— . reO 0N SaNIIHS  NED1H3W 62 1LY 28.61/50
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I KNOW THAT YOU HAVE ALREADY TAKEN A SIGNIFICANT
¥
FIRST STEP TOWARD THIS RENEWAL OF FAITH AND /

PARTNERSHIP. I WAS DEEPLY GRATIFIED T0 LEARN & .
BpArD of VERARS oF TH . & ™ ‘ .
FROM HARVCY KRUEGER THAT THEXUNIVERSITY HAS L

UNDERTAKEN A ONE- HUNDRED AND THIRTY-FIVE MILLION J
DOLLAR ENDOWMENT CAMPAIGN--OF WHICH, FRED LAFER . \\ngi”:‘“
INFORMS ME, THE AMERICAN FRIENDS OF THE HEBREW

UNIVERSITY ARE COMMITTED TO RAISING ONE HUNDRED

MILLION DOLLARS.

I WANT YOU TO KNOW THAT I AM DEEPLY MOVED BY
THIS OPENHEARTED, LOVING EXPRESSION OF FAITH IN
EDUCATION AND IN ISRAEL. YOUR GENEROSITY
PROVIDES AN EXAMPLE OF THE UNITY AND RECOGNITION
OF DUTY THAT HAS SUSTAINED AND ELE#ATED us
THROUGHOUT OUR HISTORY--AN EXAMPLE FOR ALL OUR
PEOPLE, EVERYWHERE, TO LOOK TO IN RESPONDING
TO OQUR PRESENT CRISIS.

AND I PLEDGE TO YOU THAT THE GOVERNMENT OF
ISRAEL, IN SHARING YOQUR FAITH AND YOUR COMMITMENT,
WILL TAKE WHATEVER STEPS, MAKE WHATEVER SACRIFICES,
BEAR WHATEVER BURDENS ARE NECESSARY TO ACHIEVE
THE FULFILLMENT OF OUR DREAM OF A STRONG, SECURE

STABLE AND TNDEPENDENT JEWISH NATION,
\

b
®

THANK YOU VERY MUCH.

e B0 O SHEPTEd  NDId3M BC AT SR-61-E8
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REMARKS BY ISRAELI PRIME MINISTER SHIMONM PERES
AT ETATE.BEPAHTMENT LUNCHEGN "'

TuESDaY. APRIL 1. 1386

MR. PERES: gecretary Shultz, Max Fiasner, my dear friends; L&' =
really maving occasion ta bDe here. ~And L anal | not nide my dewp
respect, my Oown and the respect of my country for Georgw Shu!tz, =
person has shown dignity in affice, friendship in relations, werutd
and understandings and a comprehensive view of both the palitical «id
sconomic demands. Wa feel ourseives fortunate to cooperate with &
pwr son like George Shul ST, that time and agains in the momt difficui©
occasions and demanding times he has shown the salt of leadersnig
fri*nqrhtp so rare in our |ives.

Before L shall refer to the issues of The days f aimo way now
much Israsl was impr essed with the palicy the United States hds
ambar'ced upon with Libya. Libya and Geddafi became a real danger far
peace oOFf many countriess and for the security of many innocent Pwdpl .
1 xnow that the ynitad States was noF in searzh of any material
advantage whe the American has axegrcise nearby the shor«+3 27 by .
Tra pUrpose sf that exercise Wal reaiiy to nave iaternational wabera
r #malin international } that free navigation remaln frae; £a have ™
gacurity of nations and peopl # remain secure; and to ahcw that _.
free world has character, not just intentions.

Contrary to other countries that vhenever they maewet 3 arob =@ ar
a danger they are hecoming reluctant and hesitank and neutrallsblie,
it ia the United States which keeps ~wai sharacter, Aope and
atrength 50 every per3an and every <ountry WD Wants riaily ko o=

free vis—a—-vis themse| ves and maintain freedom all over the worid L
think 1t was a great move (Appl ause)—and nogody shouid be Lmpr s wed
by the rhetorics of the countries that stood «p» so—-bo—apeany —yo-i3k
it. *m surs bwfors they made anti-—American spesches, they w0t Lo

glie churches and the mosques to *hankia Neaven Enat the WUnited Btaces
did scmething shak they Have nesded though they didn"t adinib She)
naad 1L%.

The cooperatliaon betwean Lhe Umited Stated ana TEr 2wl =S T3
+ioh thrae Hasis LaSles’ a prevent Harg k3 AcCNLeve dedcst L]
racower Gthe sconomgy which i3 needed 523 juarant == geacd =g Fresdon
aur region and JUreiy 1 sur wn ol [P g oty

\
s \ | - y p. > ! - s
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When I sum up the joint efforts Defween Our twa countries in
that domain, may I say that we have had some =l @ar succCesses. We
have won, more or |ess; the war in Lebanon, and that was already

wel | =fought (23, [ thought. UWe have won negotiation (lnaudibled,
that is with Egypts THat yOU Nave meibivneds  Med T oabees o= ;.

about the importance of improving the relations betwawn Egypt and
[srael, serving as a model and as an incentive for peace Lo the
reglion.

I think we did some things together, and all of them Lmprovea
the quality of Iifa for the Palestinians residing on the West Hank.
And while the negotiations with Jordan and itws | eader, King Hussein,
is taking a little bit more time than we Had hoped for, [ do believs
that we shall not give up the hope that something will come out of
it., Basically, as you say in the United States, winners are not
gquitting, and quitters areé not winning. And we are not going to quic
the peacs momentum, because this is really the sort of victory we're
looking far, not a victory in war, but really winning a peace, =h.ch
is 30 needed for the Arahs, for the Jewish peopls, for the region,
and ! do believe far the rest of the world as well., We shall
continue our efforts jointly, seriousiy. dincaerely,; to go in the
direction of pgeace until we shall achiesve. And we ahal! achiwve LT.
We sha!! achieve itj; I don’t have the alighteat doubt abouwt it.

We cperate in an air of complete truat, and I would describe
attitude of [srael to the United States — not for me to describe
ather way around — as an attitude free of complaints and full av
trust. [ can’t mention any complaint we have toward sither the
policies or the management af policies, as far as Israesl is
concernad, ztoming from your adminlistration, from the administration
of President eagan and yoursel?, and i{ Thers i3 an iasue of concwe
within Israel, [ do bBelieve i1t .3 Ethe fa2ling in She country fTowards
a positive, trusteorthy and understanding roie She United States res
shown and playsd vis—a-vis our own country. We are very grateful for
it .

I know t1e difference Setueen ai'itary wars (73 and sconcmic
wars. A military war,; you can decide to start anc you Zan decide <
atop. Sconomy 13 alfter you evar,las, acr—stop, and even L! you T
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to esScape Lt and sun away from 1T, LS Wiil <ndse yOU Uni#sd yod Wil
4o the right things, which are Jsuaily very unpleasant, very
demanding, and you greet with a very skaptical heart. He Jerae heliw
in our own #conomy by the council of an excellent Eteam working wich
Secratary Shultz. We were given the right advice. It didn't scund
right at the beginning. As George Shultz has said, I was very
skeptical that [f we shall take the advice, that something serious
will come out of it. Yet we took lt. And while &rying to cut our
inflation and our expenses; at the very same time we were talking
about introducing a ray of hope to our pecple and our economy.

2

- s

1Tl

It is there that the task force was born, and Project
Independence was created. I%'ls a body by Fisher and an organizaci o
in spirit by George Shultz, so Lt can go-on with the right
(inaudible). And before [ shal! say a few words about it, [ want .
say in the lang_age of figures, about the resul ts of cur economic
policy since we nave started Lt in July |ast year. They weren’t
pubil ished. We'ra indulging (?) it for the first time. The reasco
i3, we were waiting until our budget passed in the Parliaaent,
because would they have all the figures, Bod knows —hat they would
to our budget. Bus effective (?) that inflation went down from <
(inaudible) of 24, 29 percent a month — close to 500 percent a .
—= to one, one and a hal f percent a4 month. And in the countris+s
behind recognition, pecple are not used to it. They got used to th.
inflation, and they were surprised by wakening up and living withou.
it. But then when we had our talks with George and Stavales (7)) and
Stein and Fisher and John Whiteshead, who came in a litEle Dit later,
'‘sut has shown a great deal of friendship and interest.

[

He feit that

ian order to bridge over from the crazy Lnflation o3
a narﬁil |ifa, the government ashould be permitted to print spmethin,
like 31.2 billion & ywar ‘inaudible}. We didn’E print neitoer 1o
shekels and dolliars; it doean't matter. E%n usual!ly quotisg the
right figures — (laughter) — and instead of having an in,;ﬂ:t:..;...
moneys we didn’t print a single penny this year. We wound up ths
budget of this year with an absorption of 3333 million. It L=
sensational, because this is the first axperience in the history o7
larael to finalize a budget year without a deflcift. (Appl ause.? roa

| this is an entirely new experience to us.

The civilian deficit, which excludes net intersst,; <ent down
from $1.68 billion in 1284 to half a bil!ion Qollara in 1353, —aicn
meant & cut of $1.1 billion in our civilian deficit. Ths 5otal

siviliapn deficit went down from 32.4 biliicon Lo $2.9 oi!lizns which
.agabn-is—a-saving of close to a billion doliars — %300 milllcn.

= Therr @t TEo«ont up Oy E.7 percant. We hope Shis yrar LT a2
= 230 .up . by deven Lo zight gevsars. Ard 28 T have 3aid, we Tinizaned

t1la Dudgwtary year WLYR A JOFETUST ST momeyT T —— — —

o TR Im vervy very ancour aging, DUt we Tnow thad ==5Timg w3 S0
Etvbac g DakAng —— T e 1 & Arias o’ TR G- R e O L, a
. ¥OU Zan Fup. Sy A&l 1w ST Che Taer o dimgtiTdad. o ardar T3 Mens o
G IEOMy af Sws FEUT @ TS Tl ey wcedw'ss 3 TRe WAIFS 4EPF 34c..

———
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- order ko cut for T@. you can use the very Same axée with all the

:;.c-. Sut to grow fruita or to grow frees, you need for =»ach of
#m 4 special treatment. And Lo run an aconomy and make it grow
you really nesd a variety of discipiines and initiatives. '

Since I took my flrst I--uéi from :

] outstandin raf

::unany. I feel |like taking ancother |esson from thimf .n;'fzr:.::‘
at they are right — and this, so do we feel — that what is

P necessary

to transfer Israwl from an economy of restrainkt 5o an sconomy of
growth, is to do basical ly twd things: ta increass the exports until
wae shall overcome the deficits and have & iittle 2it of a surplus,
and the aecond, surprisingly enocugh, is to cut out the governaent
fram getting itself involved in running *he business.

I never realized the strengths of the governmental Bureacracy
until I became the Prime Minister. And, as SOme of the members of
the cabinet taold me;, that a pessimist is an optimist who | warned the
details of the situation. (Laughter) I started as an cptiaist, but

~ —ghen 1 learned something: and [ feel very strongly that whila« the
government is out of business, tinaudible) can mobil!ize an excel |l ent
group of pecple with a free spirit, a real enterprise; to run a
variety of snterprises that the government 13 too bold and too stricE
to deal withd

Ssecondliys to btaxe 3 decision general in ke governmenty and

' parsicularly in the kind of a gaovernment that we eare Qenevoiant ta

i have. L'm in juite a jarge government wibh many participants, and
with long sessions, I believe the government cannot reaily run
Dusines@. W started ta s«i| 3Oome af our companies —= W zoid .
already twa succeasful ly; we hope to 3zell more —— and anab's w3 o
turn to the businessa that we were made for, namely %0 run foreign
af fairs, to try and achieve peacs to maintain our security posturwe
— those are a lot of reasponsibllities for a goverament to naK®
oursel  free from running pusiness which e cannat run.

Seor Qi W@ CEre lucky enougn £9 mobiliz#+ this grsuwp 3! aeopl+

that you wer+ %o kind to invite heres today. They put =n 3 Jadw o f
businessmeny out they're vindhearted, warmhearsad, axpuwriencsd pecple
wia wank 2 achleve something that we need, and T ahail say in & «@ars
what our aia id. We wouid |ike not only €O maintain the l(evel of
tpiencshis Detwesn the nited States anc Israw! s Bubt to Lncrease Ee.
And She way £o increas+s it 19 EO he | esa dependent pon fimanciai ang
aconcmic aid of the United States. We vant tao make our Iwn [L4ing,
Sy our Gwn travail ; by ur QWn Hrains, and < zach a asiny of
Pndepen ZancE wlarE e can Be friendly i Stguk asking for any
as3istancsy shough Ehe assiztanced <as given 53 -3 .0 34ca 4 ALsa WAy
that 'we can i, SF Ehark ful .
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If we shall introduce the right policy of goals, we Can achniweve
1t. We have figured ocut that would we maintain a policy of growin
instead of pollicy of inflation aver the |ast wight or nine ysars,
probably the GNP of [srael would be today #38 billion instead of I3
or 24. ond if it would have $38 billlon, we could have maintained
everything by our own resources .

PEAMT TR IET N DA 4 & .

and in our own means. [ think it also makes pecple free and proud oo
Iive in their own efforts, on their own ingenuity and to show that
you can De free independent, and friendly at the very same Lime no
matter what the size of your society ls and no matter what the

probl ems you country ia facing it. And that what we real ly want tao
achieve.

Simes tha praject Indepgendsnces Yas initiated marks alrsady the
axport to the United States went up conslderadly, tTnere L3 an
axcel lant experience of coocperation between American Llndustrialiscs
and the lsraeli ones. They don't call for the government ilnvolveiei.
and § think they're on the right track. Max, in hAia usual way has
mobilized the Dest tinaudibl@). He was very much supported by
President Reagan himsalf, by yous Seorges and by your collaborators,
and I do feel that we are affering [srael a rea! ray af hopw.

Asw [ have said, we shall continue to cocperate in order to
maintain and direct the peacs momantum toward (inaudibl s
achievementi. One must understand that [srael nerdeif la very ik 1
intereated in solving the Palestintan Lssues,; in making pesce h-tm.-.
Jordan and ourselves, and in improving our relations Detwewn Sgypt
and Israel, and putting the hope for peace into reach. [T Ehere L3 o
responsibility for us as parents is really %o ralieve our childrea
from the clouds and dangers af hoatilitiea of belligerancy of war anda
graviding with a future of peace and understanding.

T woulcd ‘ike tao wind up my remarks by tel'ing you that many
Israelis have 3oms vary sarious complaints abous MoSes. Thney day
here i3 a Jewish guy who was wondering in the Midd'!e East for Torsy
years |ooking around. Couldn’t he find the Zorner in She Middle Z--
which i@ & ittle bBi% richer in ai! inatead cf leaving his pedpls
thae dryest gart of the FRglon wleld you don't have neither ol nor
water, and she [ and itaelf is guite 4 refusing land, and waking -2
defiaibion a Sountry that hag o face poverty. Thinming agout i

(inaudibl w2 about it I fewl %Hat maybe aftsr all Moaes was nak
complebtaly <rang. T™e 'Jnited States, 3ome aacpie in the Il tad
Skatea used 52 civide the Middl e Saat into ktwa sorts of Ccounkries:

the ho.y seuntries 3ac the 341y SoWNElLem. He gut Lhie gl i0ess,
sthars got Sae 21l3.

#




- ——

#

T R 1
E:-‘.:-. -_,.-.—.—-—--'\-—'-i —— s - = - = S
f' o o il s e e A - - ¥ oemim w P * = = - - = LV B —
4% 1 i
s : 4 11841911 = TH* MV

'™

-

l'l'l..‘:f..ﬂ-..:]’..ﬂ | (D

B e e A ‘

: ' ((-'? 'y Gp »
......u-ul"“ 1™

i sherasr RS - 32

4t ir

And now loocking at Lt with the perspective of historys ane can
ses that the price of oll may fall down, yet the value of hollness
holds up over (inaudibla)-—no inflation, no problems, it is the saue
bank, the same price, the same value, and you shouldn’t Se waryY iwd
abcut it. And furthermore, when you live an your faith, and you live
on your convicktion, maybe it makes a liktlae bit work harder,; believe
desper,; never |ose your temper, and underastand that this nistory o7 =
pecple is a history of its morals and of its spirit, not necessarily

af itas resources.

sa el o

FEDERAL NEWS SERVICE 202-347-1400
NEWS FOR THE NEWE MEDIA

PERES/STATE DEPT.—4/1/86 4-2 .

So nowy |ooking at the change in the prlces af o2il, and laaking
at the results o a pecple that i3 ready tn sacrifice in order tO
improve it3 own condition and achiave goais which area not gust of an
immediate natura, faith maybe L3 the bBaettar ~trolce, and maybe this

Mosws was cight. Thrank ycu.

.—-l-'!_jlﬂh
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3 REMARKS BY SECRETARY OF STATE GEORGE SHULTZ

i AT STATE DEFPARTHMENT LUNCHECHN

5 T FOR ISRAELI PRIME MINISTER SHIMON PERES

;E TUESDAY, APRIL L. 1286

'g SECRETARY SHULTZ: Ladies and gentlaeman, Mr. Prime Ministar,

o | eminwnce; Max Fisher (7} = (| aughter) — and members af the
L] Operation Independence Task Force and distinguishsd guwsts:

i*: -

'y todays Mr. Prime Ministar, offers us

sub jects that have
friendly countriss 10
for peacs Delwewn

the oppeor:un
ar+0ccupi«d the United States,

these i3 the guest

# tne Middls Sast. The firat af
& Iara=w| and al | mer Arab nelghbors. Yaur oavernient and mMiase Nave
d in shis Guest over ke past yedr, and af Suurse
s thiz tragic ceonfiict

beasn desp! ¥ Lnwial v
In our 3striv

close dialogus <ith King
| gadera who shars our COomMMOon S omiL

other vital subjwe<t that pre
Sther countries in yJur regiaon iLs the

T

ing far a aai=Elonm 3
Hugsein and President Mubar ak s

tment to a jUsST peac=.

e

tong Befora.
we Nave had
cour ageous

B3 Kooy
|

Mr. Srime Minister, thw occuples

i

Wl

i Teraals tne United States and

d aromatisn af econamic stabil ity and growth. The guneration af
rssources which can give material well-bwing to |ives long

=3 apoveriahed 9y the ragicn’s sonflict 18 Ao | =33 imporsant Enan pwass

ﬁ ts Ehe future af your Taglon.

T mpd e

S
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- These tR0 obojwctives — polificai stabiiisy 4na e onomic
progress — are intimately ralated. History shows ua that nations
which are weomemically succ#ssTtul are best equippwd to resalve STheir
di fferences with their neighbors. History also twachaa that natiaonsg
in deep wconomic distress are more vulnerable to political
instabiiity, to the simplisatic appeals, X (FEFX who preach the
siren songs of war and confrontation as a diversion from problems at
home. And nations whose stability is Ehreatened are typically unabl=
to encourage investment, the precondition af growth itself.

So political and economic instability feed off cne ancther.
Thus sconomic security is no less important than ailitary security. .
If pecpl+ can eacape from poverty and privation, i1f they know that
they and their famiiies will not De thrsatened Dy uwnemployment,
infiation and sconomic uncertainty, they gain hope and confidences in
the future. They aras better able to confront and resclve political
di fferences with their neighbors:; %o take the risks necsssary {2 make
peace with their adversaries.

Mationa that are able to resolve the problems of sconcmic
stabilisy angd grewth discover that thelr economic fortunes degend
increasingly on productive ties with their neighbors. Trade and
investoment are both a result of pgedce and an wnglne of growth. The
ralationship between pwdace and econcmic well-being also has important
consequences for defense. Although political stability with its
fa cdoes not relisve -

i the
ility of defanse it does allaviate ;
g M rangeans addft:anal armaments wnich the chraat of
stability and aconcomic Arogreas ars LwWln
a laating Micdl e Easkt peacwe.

any <ouniry 2 _
heavy bDurden af aniiﬁlﬂq in
+ar raquires. 39 political

and intarrel ataed componanta of

Mr. Prime Miniater, ¥You have recognized hnthdL?:a:at@vas;riﬁzi
- sl o @d Ve
it gecame | ear to the I[arasils an ’ . ke
:::y,;:;‘hiizrlivinq far beyond their means. Th*L:!Ti‘;i'::fngszdu
£ ug in a dizzying apiral of & .
faltered badly and was caugh . A MES
i : ers ware |osing <=on WH1C
BusinesSme bankers and consum . £orm
L tor became stagnant.
'z once dynamic productive i.c' "< 3 ; s
i:?::;: had far—r=aching affects an Ll3rasi: socieaty in generals

wrrdermining zonfidence about the fubture.
P =
A ywar ago Ocsober. gshartiy after She advent nF-E%ravl_s .
4 unity government, Prime Minister Pares cCame h-fa ko Bl :
termined to face up t0 [grawi "3 «23MOMLE
impar At L e raqulr2d. v

i
natLondal
tirat nie government was =1 w
i t what 143
| M S - We talked abou . 3 : . 45
3;ctart*& that it wouid tak? courageous deciaions ?nq Euzti:je
i - ' ] - = ¥ 4
ackion. The Frime Ministsr taid me that 1° Israwl’s aiuﬂu:-
aﬂ';amLF drifh was nat reversed,; LE would continue to Slvers
a =

: : : sol ltizal p ! n [srael
attention from the chal leage =7 gol -tizal gtabrlity JabWdes

.ana ihs Arab Aaignbors.

che [Srawil pelp = far

' [l P . . e =t
14 e I =ha i f he welsd -~ - : -
g2 Ml o 23 them What e =A:'4d 4 &

o oramL e sacrlificer e 3.3 wad Eo naid
s e




ki 1

=

4

= 11824911 = TRTE® H1V*i8

r-rt..ii...ml.ﬁ---'rr "9 3y G s
055

e ANE % l3 35‘_

A%y LN < iy am 2w [T W | r«-q,a;.‘.’l @ LI
say that under Prime Miniater

Smmygy
i
]
I
|

ar nope — "INE hope TN

growsh and dynamlsm. I am happy EC _
Pares’ bold and farsighted | eaderships [srael has indeed tackiad 155

il aconomic problems ‘19 a fortnright and cangatructlive way throuqh a
series of stabilizing aeasur #8, including reduced expenditures and 4

cut Ln real W@agess and that’s tough to do. But you did it.

: Israsl has dramatical | ¥ raduced inflation and !aid the
; groundwor k for reatored growth. This experiment in aconamic FeSovery

Fe is atill im midatream. Al Ehowugh {srael’s progress has been -
impressive, sScaw daunting <hallenges remain and further sacrifices

6 are essential. The laraeli g#Crkas shown what strongg
| sadership and a coocperative citizenry < accoomplish. I'm
confident that by persevering in these offorts — and perseverance L
essential if hard—won gains are not to be | smt — but by pirlﬂ.tvir‘.l.r'-.
the lsrawsli pecple will overcome the difficultiss that remain.

have recavered against great odds from Sarious

ffar a valuable |asson to us ail. 1t is the
aat#+ the public guppart the+y
the right thing, even wiien
Pacpl+ have good

' Eil

Countries that
sconamic diastrass Q
| esscn that | saders should not underesti

will illicit fromw their pecple for doing
the right thing requires significant sacrifice. _ :

sense. They will respond positively to couragecus iesadarships
, if the call is for added sacrifice, SO long as they

- JR— N . Lan i ) |

have faith in their | eaders _and in their own way of lifae.

Prime Minister Pares and his col | saguss are noW giving increase.

attention to stimul ating the sconomic growth required for good
ightest promids for economic growis

: aconaomic heal th. I believe the bri
in Israwsl as =lswhers lies in exploiting the ralants and snergiza of
the grivate FIectary and in easing the burdens that government T30
afsen mpo3s on the woul d-be #ntrepreansur. Friase Minister F#*red «0c

I have 3iscussed this at great lengths and he agrees. In fact, I .
think you told mes Mr. Svima Minister, that you were a littiws dubig

at first but you did these things, and perhapgs somewhat ta your
surprise they wor <ed. ;

ge of Iaraeii aconomic |growtn Shrougn =
unique sxperiment in

b

To help realize the promi
ter role for the private sector, a
ween our tuwo businedss communities has Deen created. i

rater af course ta Operation Independence—a. venture cr2asad P argely

irom the vision of one man, Max Fisher. 1 am de:ightad That Max andg

wmarry of hia =zl | wagues an the Cgeration Indepancencs Task Faorce Ravs

joined us here today. They will tal'! sou WOrs anoutbt their affortu;

and at the conclusion af lunch we'l! have a little diacussian hera

that. Their goal is Eo welag I3raei’a private sector, Wneo =ich and
) husan and technalogical genidsSe realize iLta great pokantial carough
B cloger biz= To SHe dyramic world af American business. I Enink Ene
N work of Operation Independencs can make a permanent difisrsncs ia

‘ tarawi '3 fusure. I app:aud those of /U o are alr=acy
= Sar¥iZfpgating in this «ffort and I urgs ather American busimesamen %o
L= =13 sital ventursa.

. iend Ehasls W0 Skec 9 and iperiencs: =Q
._b?: ] " Cpgeratiun Indegpendenc# L3 a 35raong Gealm in Shat ray of hop2 3Caght
=

grea
cooperation Qat

tha Srione Minister.
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Ancotier such beam is %he progr253 underway in Sgypts Iarawl's
A partner Ln peace im a country whose on stability is essentially Ge
The crucial |inks Detwesn sconcaic

; : [srael’s long=term security.
ility and development are as apparent for

President Mubarak and his gevernment

| have been working steadily Eo broadan Egypt’'s democratic foundation

A while al3c breaking the shackles that have conatrained if3 econcmy.

They too have found Ethwse political and economic undertakings to Os

it ' . mutually reinforcing. And the Egyptian||+adership, too, has madwe

Y " clear its intantion to persiat in its Courageous course. :
This remains the cas<+ despite the disturbances invelving polics

al! btakw heart in the fact that

growth and palitical atabh
Egypt as they are for Israel.

" conscripts several weaks ago. He can
th Prasident Mubarak is giving rensuved aeffort to the task of re—invigor
We strongly support his emphasis an that l-...

- SR ating Egypt’s sconomy.
_ term goal, as do Ehe Egyptian peopie® Wwno have supported hia stringuent
- policies. L[5 i3 our ghar #d conviction that & healthy ana growing

sconomy will hasten the progress af democracy and promote the forces

;—" of moderation that are 30 vital O the zearch for a lamting pedcs.

M - :

: i . I have stressed that aconomic health ia an important i1ngrediens
o to peace and political stability in the Middle East. But wconomic

a4 success is no substitute for pesace. Theare i3 also an urgent ana
Al . continuing nesd for efforts By the

|eaders of the region to saarch for a politX+rEent. At the

2 reaguest of Lsrael., Jordan-and Egypt, the United States has Deen
desply involved in the sedrch for a formula, wnich would make posaiaie

- direct negotiations betwsen the Israeli |sadership and a

- Jordanian/Pal estinian countarpart. We have sade some DY ogreds Lo

N |  &shis «ffort, thanks ta your dedication, Mr. Frime liniatar, ans 5«

! of King Hussein and PFresidant Mubaras. I

5 Unfortunately, not everyone shares our hopes, afad ta

% say, our aspirations. We must guard, however, against despair. :u.
wust not abandon hope. The ssarch for peace and atability will

- continue as it must. The stakes are high far sveryone — for

b Israelis, Jordanians, and many of the Pal satinlana recognize tThia

: §: more ~lear!y than ‘ever beforw.

Cne sign which #ncourages usa is Sthe progress Isra=el anc Zgyac
have made toward mettling bilaterai differances and in finding a
farmuia ta resolve the Tabah (7) dispute- NMagotiations Detwesn
-; v Tgraw: and Sgypt on these L3S confirm the determination <f both
A mations ba strengthening Shei- hiatoric cammitmeant 59 22ace with =acH
1 Sther . e ACEE Shese negotiations wilk Be conc!Jted successfuliy &7

3: . 3 tne Near Maiuraas
' : 30, tzas, Larawi’s withbrawal from LeDancn was a canérTilbutiaon
o toward sstablisiniag zonditions ! eading 2 a raal and ashing pe#ac=.
: d Today, a8 a "esuiy 97 Sheds and ather sfforts on both sildesy Z3yRT
i ——————— et Tt S ——ee — - — o -
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and (srael are moving toward a warmer AddCe. lOuriam ang cscner
measures of trust, such as your cocperation over energy, are on the
rise. These measures can only enhance the relati onship betwewn
Israel and Egypt, a relationship that has been the foundation af ail
our hopes for a lasting peace since your historlc treaty was
concluded. I cannot emphasize Lt enough. The treaty betwsen larael
and Egypt i3 the very cornerstone of any-real and enduring pwace in
the Midd| « Eaat. b

fr. Prime Minister, you have shcwn vision and courage in .
confronting the twa great challenges now facing Israel — thae
reestablishment of a scund aconcmy and the need to sustain the searcs
for peace with your Palestinian and Jordanian nelighbord. And wnile 4
primary burden of these offorts must fail 9N you and your pecpler Shae
Reagan administration and the American People will conbinue ta

support your striving for the entuined goals of peacse and sconomic
Rrogress. E

The history of Israel is a stirring record of cne peocplesa’
unending struggle for national renewal. That history is the
foundation of our hopes for the future. T have faith that Israel
will rise to today’s challenges with characteriatic boldneas,
creativity and vision. I tf:ﬂk ¥you.' (Applause)
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WITH GUEST,

WEDMESDAY »

M. HARTMANM:

in Washington with Steve Bell.

Welcome bDack.

MR. PERES: Good morning.

ABC "GOOD :
{SRAELL PRIME MINISTER SHIMON PERES

Prime Mnister Pers=s Jjoins

MORNING AMERICA®

7:10 AM EST
APRIL 2.

us this morning. He'3
Mr. Prime Minister.

1986

Good marnings

MR. HARTMANs Mr. Prime Minister, you'res quotad as saying
yesterday that the United Staten’ action with Libya was “elimel yr
responsible; wise and really necessary for the free world.™ The

an sditorial a= saying this was

Jerusal «= Pout is

Calonel
campaign.

MR. PERES:
anougn am a strong
if Qaddafi will
- that will be an
consaquenc &#s.
person could have
gecurs at homse.
gthers muat
mR. HARTHAN:

= howavears
is boost Colonel Qaddaf

powear Tul» not | esa?

MR. PERES)

things first. [ mean,

terror and not preatige
whao are 3aying 39, ars

Y

quoted today in
really a puny action on our, parts
faddafi and provided him with
How concerned should we be

A new tarror campaign by Libya?

You KNoOws

become unduly gessimistic.
warning =it

i -

take the warning, as he should take LE — !trimtlb
imaediate gain. he will have to face ois
What happened until
endangered tha |
Now he should know
face the consequancas 2

How concarned ghould we Dwe»

as many Of our alli-s
i*s prestige in the Arab world,

[nbetween preatige and Eerror,
what <can
fittle ot af a |iterary description,

and that it was a clear win far
an initiative for a new Earror
that we have stimul atad pernags

some the pacple in the newspapwrs Teno o
[ think your action in Libya was good
hout becoming a | ear provaecation.

ILf noty
now is that this very bizarre
ife af 3o many pecp |l e while fewilng
that the pearson that terrorizes
f his irresponsible actions.

Mr. Fl"i.m Hirli.’éiti_l'.
that all we have done

havae suggestar.
made Rim Gar s

les's decide first
he do with the grestige? This
if you want tc. The probl«m Ls
rhat many af Ehe countries

LS 4

And [ do believe

1
R OROM A

~ A€
L

thanking the United States deep in thelir
\ | { H \
. - -~ ¥
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the crazy actions af this genkiiman.

MR. BELL: Mr. Primw Ministar, lwt's Turn ta the prace arocess.
You surprised a Jew pecple hars ywstarday O suggesting that there
Are new< ideas Far Midd! = East peacs 2o snort a time after Jordan's
King Hussein appeared %2 nave bowed out in frustration. What
agsurancas do you have that King Hugssein's atill interesated in
something happwning?

FEDERA. NEWS SERVICE 2gn=347— 1400
NEWS FOR THE NEWS MEDIA

ABC/PERES—4/Z/56 -2~

MR. PERES:. If I'm not wrongs the King madse yesterday &

statement — a sort of a strange warning. Hw told the Arab countriss
if you won't come with mar [ shall go and Bake this on my Own =ith
the state of lsrael. [ mean, [ don’t see the danger by fallling ©o
doing so. Dus I belisve what <s have to da is first of all to kesp
te doors faor pedce opens to have pecpl e believe that we have (o and
we Should and <= can 3o ahead in the direction of pedce. It ia

tutflly important faor all of us.

MR. BELL: ™Many pecp |« say the probi+m' s going to Be in your Zwn
government. Apout six months nowe and there’s supposed £o De 4
change of | eadership to the Likud, which nas cpposed many af Four own
peacw initiatives, which is in some kind of political disarray right

ACY =

tn the government anoculd nat Decome a .
changs iLn the goliciws because this government ia being run by twa
squal partiess an an aqritd-paiiticnl.uaizs. Nows if one of the
parties will net kesp the guideiinesi|of the governmant, Ethere e’ T

he a government. I mean, what i3 the purpose of a government LF

not ta fallow a certain policy and to | wad The people to certain
goala?

MR. HARTMAM: ™Mr. Srime Minister: switching to another progi=i
that you have at home. Falestinian rocksts have now Deen fired agas
across your northern qorder — :iviiians, Iaraeliay injured. Your
—=iga retalias=d #ired inta southern Lecanon, HoWw concerned ars you
that we ar= Saginning 53 3e@ e whol @ 3t0ory all over Again, mar=
wiclences rataliation and your going rignt down the same road

again into southern Lebanon? '

M. PERES: A changs

_#—




o W Tl A

|
g
g

it L

P

O
=

s B T LT B

Siieel tEoN B

Ya mirhs

a2t

— o — J—

avgT. —3#-1""' 5T 3 1'Ya

I‘all""' T " A AR NPT |

..-.,...---'11313 A
s esvnnsparsnves BERINE ,g vy g
[ ¢ 1" ‘2.-9 ‘36—' 056

- ttq-‘-iﬂlil‘m ‘“‘f
lat?s distinguish behvs

T —
MR, PERES: I don't think so. I m&an;
We put an end to Ehe war i

fl edg=d war.
Lebanon remains a tragic countiry faller
a country tnabt cannot af far

to its neighbors. So ws have

linited actlons and a full-
Lebanon,; but un fartunatel y,
to pieces with a civil war golng ang
peacs to its own pewopl ey neither peacs
a problem — I don’t detty Lt.

MR. HARTMAM: What is your pell Loy howevsr, going to be
regarding — if the violence continuas from P sabkinians in ssubhn
Lebanon, what can you really do about it; and maks2 sorebthning hapass
in the long run? .

I maony

-

af a very mwanur=d reaction.
late the situation. I don't think
make a decision In any
gso to spiak, and kesd all
We do naot intard bo | &

M. PERES: The policy L=
wWe Ara very careful not to =sca
there is anybody today in Lebanon that can
direction. So we have to play Lt by <wars
tne Eimes the temperature as douWn as e maY s
those accldents to be developed into a war.

MR. HARTHMAN: HMr. Prime Minister, good to have you with us.

Thanks for jolning-usa this morning.

! EnND
FEDERAL NEWS SERVICE 202-347=1430
NEWS FOR THE NEWS MEDIA
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REMAKKS BY .
THE HONORABLE SHIMON PERES,
PRIME MINISTER OF ISRAEL
THE HONORABLE GEORGE P. SHULTI,
SECRETARY OF STATE
AFTER THE LUNCHEON
| Department of State

Washington, DC
April 1, 1986

SECRETARY SHULTZ: It is always a pleasure to have the Prime
Minister of Israel here and a personal pleasure to me to have
Shimon Peres as a friend and a colleague as well as the Prime

| Minister. We've just finished a working lunch with a group of
American, and one Canadian, businessmen who are involved in

| operation Independence. It's a tribute to the reform and
resurgence of the economy of Israel that we had such an upbeat
lunch and it's a tribute to the Prime Minister and his call, a
year ago last October, for undertaking the necessary measures
of austerity but also for combining it with what you called a
ray of hope. And a ray of hope among other things is Operation
Independence and the things they are doing that I believe we
all fee¥ sure will contribute importantly to the future
well-being of the economy of Israel. So it's been a very
interesting luncheon and before that ‘a good and broad-ranging
discussion with the Prime Minister who will be here for a
little while longer, and I want to take the occasion, sir, to
welcome you here and introduce you to ?ur press.
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PRIME MINISTER PERES: Mr. Secretary, I thank you very much. :
— It's always a privilege to come to Washington and meet with
Secretary Shultz, to enjoy time and again the support, his
understanding and the very dignified way he runs the foreign
- policy of this great country. We are basically discussing the
economy of Israel where alas Mr. Shultz knows much more than I
do, being himself an outstanding economist, and the peace
prospects in the Middle East, trying to keep violence out and
hope for peace in. I think since we have started our
cooperation, we have had some tangible achievements and we have
faced some real problems. I would think that the tangible
achievements are basically to bring an end to the war in
Lebanon, to renew the dialogue between Egypt and Israel., to
keep the doors for peace open as far as the Palestinian people
and the Jordanian Government is concerned.: And I think we are
decided -- all of us —-- not to stop our trials inspite of the
difficulties that we have encountered to go ahead with the
peace momentum. It is not unusual then when you embark on a

major effort that you don't achieve everything at once, but as
they say here, gquitters don't win and winners don't quit. And
we shall not quit, I believe, our efforts to arrive at a
peaceful solution to the problems of the Middle East. Thank
‘you very much, Mr. Secretary. '

QUESTION: Mr. Secretary, can we ask you if this calls for any
new supplementary aid to Israel and do you have any dates that

the money will be sent to Israel? i

SECRETARY SHULTZ: We discussed it, and we will work aluhg at

it. Our cuidina principle will be that we will handle that
money in the way that we feel with the Prime Minister will be

most helpful in bringing about the results we want to see in
Israel. That's our guiding principle. :

QUESTION: DOuring '86, sir?
SECRETARY SHULTZ: Oh, of course, yes.

QUESTION: Mr. Secretary., are we sharing the military -
intelligence we have learned from our recent skirmishes in the

GCulf of~Sidra? Are we sharing them with the Israelis?

SECRETARY SHULTZ: We have a very good and well organized
dialogue through our joint political-military group in which we
are able to share with each other a wide variety of matters
having to do with military things and I'm 'sure that this will
be a part of it. L :

¥
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bUESTIDN: Mr. Prime Minister Peres —-
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SECRET : .
nu'rEh:E:.SHULTz' There's a question for the Prime Minister

QUESTION: Mr. Prime Minister Peres, has
it will support the continued existence n;‘E;§}15$Cid&d Waether

PRIME MINISTER PERES: Well, let's have a look at it The
party to idnvite UNIFIL to serve in Lebanon 1is nhuinuély the
Lebanese Government; so we are not the party to ask for the
:;:%gi:::§ gz E:a EmégiL;fthan, we have never asked for the
e L forces., HWe may ha

about thetprnper deployment of the UNIF%L f:::::mebﬁzngﬁh:h
chaotic situat@on which exists today in Lebanon 'I do belis =
that for the time being, there 1is no rEplncemenE for tha!ﬁ&ijatﬁ

for i
I:r::i.iHSidE Lebanon, not necessarily on the frontiers o=

QUESTION: Mr. Prime Minister, the reports —
SECRETARY SHULTZ: One more question.

QUESTION: Mr. Prime Minister, there are reports here and in
London =—— -

PRIME MINISTER PERES: Pardon?

QUESTION: There are reports here in the New York Times and in
the London Observer about the 1977 incident in which you
involved in international (inaudible), I wonder if you would
respond (inaudible)-- |

PRIME MINISTER PERES: What is it? A history book?

QUESTION: No.

PRIME MINISTER PERES: Well, I didn't reid it, so I don't know
how to relate to it. A

QUESTION: But —— a missile arrangement ﬂith Iran?
PRIME MINISTER PERES: HWell, isn't that too short of a summary

of the story? I don't think I shall make any comments on
that. Ipant you. ; _ :

FNY .
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PROGRAM The MacNeil/Lehrer Newslour - sianonN WETA-TY
i FES Network
DATE April 3, 1986 7:00 P.M, . av  Washington, D.C, .
SBECT Priwe Minister Peres Intervle;;di
g
3

RORERT MACNEIL: We begin tonight's analysis of the ThA
bumblng with Israeli Prime Minister 5himon Peres, who talked Lo
me in New York before he flew buck to Iarﬂtl- Pcres said the
c¢laim of responsibility by the sv-called ﬁrab Revolutionary Cells
was an altempt to cover up for the real group.

PRIMF MINISTER BKTMON PEREG: Freom whet | know, the anea
who did it is the Abu Moussa group, which is located in Syria,
under Syrian suspieces, together with Abu Nidal. And 1 think they
nsve attempted, on purpose, to camaufl&qe?

MACNEIL: In olher words, the qiﬂup that made the cells
in Beirut yesterday cleiming it was the Arsb Reveluticnary Cells
was an attempt to disguise the other idangity. .

PRIME MINISTER PERES: Yes, i
¥

MACNIIL: How duo you know this? i
i L
PRIME MINISTER PERES: Well, we pay somre interest on
that issue, as you may understand. And that's what we believe is
the case. '

. MACNEIL: And what are those - you s8y they're in
Syrig. MWhat are their connections with Libys and Gaddafi?

PRIME MINISTER PERES: Abuv Nidal is connected w=ith
Libys. PRut 1 would be surprised if in that case the Libyans
really played s reole. 1t was done, as I have said initielly, by
the Fatah Abu Mousss group, Lhe dissidents of the PLO.

r You know, the PLUO was divided iﬁtn two parts, one under
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Syrian Ausplces and the other who left iha_ﬁyrian control. And
this is the yroup which resains under thn]ﬂyrian control.,

MACNEIL: Angd Abu Nidael is the one the United States
spught in connertion with the hijacking of the Acnille Lsuro.
PRIME MINISTER PERES: Yes. %
MACNCIL: The claim in this phone csll yesterdsy in

Beirut was that it was done 1n retelistion for the Sidra
incidents. What conneclion do you see between the two?

PRIMF MINISTER PERES: Nothing whetsoever. 1 think they
heve planned it even hefore it. Thig sort of en action is
planned a long time peforehsnd. And egaln, this is a part of sll
disguise of the yroup who did it and tne reasons for doing se.

MACNEIL: What are the reasons for doing se, in your
vieEnWT i
FRIME MINISTER PERES: They believe that terror is a
strategy, that they Ccan overpower everybody by killing, by
shooting, by terrorizing. And, you know, they don't look fer &
solution. They look for Lhe continuaetion of the conflict.
Eecause if you look for a solution, you have suggestions to
mske. But if you want to continue & cgnflict, the anly thing
that counts is the result of its morse killing, more violence,
end S0 on.

MACNEIL: You preised, the other day, the U.S., action in
the Gulf of Sidra. How has that helped qhinga?

FRIME MINISICR PERES: Undoubtedly, the most dangerous
country cencerning international terror'is Libya, and Lhe most
violent person 1s Qaddali. He's a killer and he's a lisr. And
let's call him by the resl names. 1

Now, until now he could have sﬁent @ll the money he has
to act wherever he wanted to, and feel that he doesn't Face any
problems back hose. All of & sudden he was reminded that he has
s home to defend, and he cannot terrorize the rest of the world
without facing the problem of being terrorized inside his own
house. That's one point. E :

Then, his feelings that he cap put the whole world in
flames ic @ little bit exaggersted. The Russians, 1 believe,
kept @ low profile. They weren't quick;to come and get themself
involved. The technolegy he has is not %the superb technology.
€0 now 1 think he will begin to be a worried person. And the
American asction, &t least at this stage, wes strong enough to
serve @8t @ warning, and controlled arcugh not to create an

i
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overall provocation. 1 mecan it was limited to the given purposc.

MACNEIL: Docs ycsterday'ﬁ TKA hormbing justify further
U.5. mction against Libya? ‘

PRIME MINISTER PERES: | wouldn't say so. 1 mean Libya
hes enough of a record. You don't need &anhy more justifications.
But what one can lesarn from yesterdey bomb 1ie that the
precsutionary measures that should be taken at airports &nd
sirplanes must be increaced. !

MACNFIL: Could this have hnppeﬁ:d to an E1 Al plene?
PRIME MINISTER PERES: T hope not.

MACNEIL: PRecause you AsSUME yOur security measures are
better? ) !
PRIME MINISTER PERES: VYes. I think we have good enough
security measures, both on the planes and at the airfields.
k
_ MACNEIL: Could the security measures, without going
inte the detsils, could the security measures that you apply in
lsrael toc E1 Al planes be practicably spplied to Americsn
airliners operating throughout Europe? i

PRIME MINISTER PLRES: Yes.

MACNElL: They could be.

T . gl

FR1IME MIKISIEH PERES: Yes. 1L has a cost.

You see, in order to reduce the ‘dsnger of international
terror, you have to act on three different stages. The first one
is the preventive stage, namely, to gakher enough information
shead of time in order to prevent a terr%rist or an Bct of Lerror
to occur, at the very early stages. ;

The second is while they are drying ta do 8o in the
different instsllstions: airfields, sirplanes, ships, ports. A
petter watchful eye. ]

i And the third stage is the stage of punishment. Becsuse
if you won't punish us, =8s you have to punish criminals
domestically, 8t your own home -- punishment is part of thne
prevention. X

MACNEIL: 1f this had been an E1 Al plane bombed

yesterday, given Israel's record in the past, would one assume
there would be socsc retaliation? ;

PRIMF MINISTER PLRES: Kc auu}d surely look gul after
®
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the responsible people. We wouldn't look stop looking for them
and after them. And we would do whatever we can, within the
limits of legal measures, to have them punished.

MACNEIL: You were so certain of who they were a moment
ayo, knowing who they are. Are they so clearly identifiable that
retaliation against them is possible? Without, you know,
injuring & great many innocent people aru?nd them.

PRIME MINISTER PEHES: 1 don't heve enough information
to sey that Syria is responsible For the act. But Syrie is
housing these people. And what | feel shpuld be done right away
i=s to tell the Syrisns, “"Look, you can't be a haven for snakes if
you want to be part of the responsihle world.”

The Syrianc try to appesr now as though they're agsiast
terror. But the headquarters of Abu Mousga and Abu Nidal are in
Syris. And the Syriens must be told very clearly thet if they
want to have those gentlemen in thelr couptry, they must teke Lhe
necesssry measures for preventing them to kill the lives of
innocent people. ! ¢

MACNEIL: So you're seying the United States should,
first of all, warn them verbelly now, or should take some
military acticn against Syria? ¢

3

PRIME MINLSTLCR PERES: Il suggested, yes, thet the
Syrians should be told -- [unintelligible] by the United Stetes.
It could be somebody else. 1 don't want to give this sort of an
advice -- but the Syrians, I believe, mus% be told.

MACNETIL: The fragmentation of Palestinien groups has
made it increasingly difficult for Western experts to determine
which wss responsible for which sct., The jeb is made even herder
by the relsastively esey movement of terrorists around such
Mediterranean cities es Rome, Athens and gairu.

Te explain who these groups are &and how they operate, we
have Rod Norland, deputy foreign editor of Newsweek maguzine,
former Beirut correspondent, and authof of this week's cover
atory, "lnside Terror Inc.® :

i First of all, Mr. Nordland, is Israeli intelligence good
enough in this area that if Prime Minister says it was Abu Moussa
and Abu Nidaml, that we should have good resson for believing him?

ROD NORODLAND: 1 think their intelligence is 8s good as
anyone's, or better, even. Rut not neceassarily. VYery little is
known about Abu Nidal, and a little more about Abu Moussa's
group. But what he uvays is perfectly pleusitle. It could very
well be those groups. Either of those groups are gquite disposed
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te carry out &n operation like this. And in fact, both of them
1 recenl munthn, Abu Nidal moet rvoantly,l have vnwed to attack

fmerican eirliners.

MACNEIL: Do you know enything about this woman being
sought who 16 8aid to haove bomrded the Plann and sat in that
gest, this HMay Elias Mansour? i

NORDLAND: 1've never hcard her name before, but 1 know
that news reports now are linking her ta Abu Nidal's group or
aome other Palestinian fsction. And it*s clear that she left
Eeirut &nd returned there. And either of those groups, as well
s wany other smell redical Palestinian groups, operate pretty
freely in West Heirut.

MACNE1L: How is it possible for people like this to be
pretty much at Jiberty 1n clcles like Alhens and Cairc and Home?

NORDLAND: Well, Athens and Rome both have large Arsb
communitles. They also don't have visa restrictions for the
citizens of soume Arab countries, so that they cen enter pretty

freely.

Cairo is a huge city and kind of chaotic. And I'm sure
it's pretty much -- it's esasy to do pretty much of anything in
Ceiro.

| noticed earlier in your reporft there was a comsent
that the =- 1 think the pilot saild that the search was done verly
thoroughly at the TWA counter. And Lthet's true. Often == [‘ve
gone through Cairo numercus times. But you Blsoc have tene of
thousands of passengers yoing, And the terrorist only has to get
lucky once. And l've been througn thei same check-in deill there
at times when I heven't been searched very thoroughly, and 1 know
1 could have, if 1 had wanted to, qet a weeponh oOr a bomb aboard.

MACNEIL: And wezpons or bombs ‘can be pretty smell and
haerd-to-detect things Lhese days. The Itglian investigators said
tonight that there were two possible explosives they might have
used, pentrite or T-4. Less than two pounds of it would have
done thias, and that iL is almost odorlegs &nd very di Fficult to
detect =ith modern equipment. §

. A
Does your repurting confirm thatq

NGROLAND: Well, it's plestic explosives, and it won't
even set of f a metal detector. 5o you hdve to visually identify
it. 'y

4

There are also ways to wrap thinga so that they'll elude

the metal oetectors. All you need in theiqay of metal for some

ks L ‘F-‘ -
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of these bombs is n detons&tor, and that's very gmall and could be
engily confused with any number of persanal_itamu. There's olso
explosived that come in aheet form that could be used to line &
suitcase, and agsin wouldn't give any «ind of X-ray signature
thet would jgentify them &8s & bomb .

MACNEIL: What conclusion did you come to after the
reporting you've OOne recently sbwuul this surl uf thing, thaot
it's Just hopeless to pretend to be sble tO protect, for
instance, Americsan airplancs an these routes?

NORDLAND: No, 1 don't think it is. 1 think Prime
Minister Peres mekes & very good point. The lsraelis have
stopped hijackings of E1 A4, It's &L & great cost, though. You
have to take measures from outlawing 8}l hand baggega, EevVen
pocketbooks, +p searching every single piece of luggege.

MACNEIL: When you goO through an El Al check-in, what do

you 4o through? T :
r !

NORDLAND: A lot of hassle, But it's very effective.
Evrything is searched thoroughly. You're body-searched. You're
gsked a variety of gquestions that are both designed to see if you
miuht be smnoeently garrying semaothing, and ales tn ase what your
persunality profile is like and see if you're nervous and &G On.
1t's highly spphisticated and very effective.

MACNEIL: Would it be, from your knowledge of eirlines
like TWA and Pan Am Bnd SO 0N, would it be practi:&hla for them
in places like Rome @nd Atnhens Lo adopt systems like E1 Al has?

NORDLAND: Sure, they could do it. It would mean
passenger delays. It would mean greaiel expense. 1t would mesn
jess profit. It would mean more employcesd to carry out the
searches. It could be done. But then, you could maybe eliminate
airline hijeckings and bombings, but you gtill have the terrocism
problem. And they'll find other targets. There are plenty of
targete. They could strike banks next. Or they could, as
they've done, in fact, throw 8 grenade into B hotel swimming
pool. You cen't possibly protect all the targets that there B8re.

MACNEIL: Okay. We'll move on. |

JuDY MWOODRUFF: The TWA explosion has also raised
paTious questions about airport securTity, as noted, Bnd the
methods terrorists use tO dinrupt'air[tr-vel. To talk &bout
those issues, we have Richard Lally, the'top security expert with
the Air Trsnsport Association, which represents major U.S.
airliners, including {WA, He is & former director of security
for the Federal Avistion Administratione.)

Mr. Lally, based on everything you have hesrd and read,
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how do you Lthink a terroriat or terrorists got through the
security systems 1O do this?

RICHARD LALLY: Well, I couldn't iepeculate on that. And
1 think any scenarios that are advenced are speculation. And the
investigation is an intensive one, an sctive one; and 1 think
it's prematurc to gpeculate on just what happened.

_ WOOUDRUFF = Well, in general, how is it possible, with
all the security measures -- wWEe heard the pilot say he didn't
know how people coula be aearched any more than they already sre.
How is it possible to gel symething through & security systea?

LALLY: 1'd say it's very odifficult and 1'd say it's
undertaken at greet risk. I think the airlines, perticulsrly
United States sairlines, have adopted some rather extraordinary
measures to protect their passengers and their crew and their
property from criminal acts, ineluding terrorist acts.

[ think you have to recognize, also, thet when it comes
to a terrorist act, as this incident is lebeled, that the act is
against == @ political act ayainst governments, primarily. And
the sirline and the passengers on thet’airline ere victims in
that international terrorist game.

L]

€o that 1 think the airlines, while doing everything
they can conceivably do to protect their passengers, but 1 think,
as was mentioned earlier in your show, thst we need a mechaniusm
among international -- the community of nations to punish persons
who do this. k

L

WOODRUFF: What do you =mean? ‘Whet should the United
ctetes Government do, just for starters?

LALLY: Well, 1 think the United States Government is
slresdy on record in calling for Lthe International Civil Avistion
Qirganization to strengthen international security standards and
recommended practices. That's the role of ICAO.

I think we really should go a couple of steps further:
One, to give LCAD the autherity and ‘resources to not only
promulgate the stendarda, but te evaluate their application and
their effectivencss. j L

And then, third, which is most importent, to give them
the suthority snd the resources Lo identify persons who are not
ef fectively spplying the standards and impose some sanctions upon
those nations that do son, and also sanctions upon nations who-
would encourage these kinds of terrorist actse or provide safe
haeven for the criminals. i

(9

WOODRUFF : Let's go back to what happened. The Ceiro
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airpert, the Rome airport, the sirport Athens. tht is it aboul
those sirports that makes it easier to breach security?

LALLY: 1 don't know. [ think it's Jjust & matter of the
geogrephy involved and the turmoil and the political unrest in
that area. 1 think that airports and airlines become symbols.
And unfortunately, acts against sirlines end eirports gets, you
know, extrsordinary publicity. _ i

¥

WODDRUFF: Do you think that what's been heppening there

could happen at any airport? Or do you think that there is less
security at these airports, basically? ¥

LALLY: 1 think the security; st those airports is
probably adequate. But I'm not in the business of assessing
security at foreign airports. You know, there are people who do
that., And so 1 can't comment. ' :

1 think that the security messures practiced by United
Ctstes sirlines, both st United States axrpurts and at airports
abroed, 1f good tight security.

Now, the host qgovernments have a significant role to
pley, you know, in supporting the airlines' security messures and
in pruv1ding a secure ground environment lﬂtn which they operate.
And that's all part of the scheme,

WODDRUFF 2 1f I hear you correctly, vyou're saying
there's only s0 much these airports and airlines can do. 18 that
-= the sirlines can don. 1s Lthat cofrecl?

LALLY: Well, certainly there's only 8¢ much. 1 think
that there is a responsibility of governments -- and I don't mean
just one government. 1 mean governments uwnited -- to make the
act of internationsl terrorism, particularly against airlines, a
futile act, one that will not pay dividends.

WOODRUFF: But when you've got somebody carrying these
highly sophisticated explosives, as we just heard described by
Mr. Nordland, plastic explosives and whaetever these other devices
are, is it possible to protect against that?

LALLY: Well, no system is feil-safe. But I would say

that the passenger screening and the basggage screening and the
other measures in place today are capable of detecting that kind
of material,

WOODRUFF: Of even the plaestic?

. LALLY: Even Lnhe plastic, bDecause INne plasctic by itself,
you know, is not dangerous &t all. There needs Lo be other

Ll
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componeits. And by itself, plasstique is not going to do any
damage.

$o thaet what we dno need -- #8nd the United States
Covernment has recognized 4t &nd %xhe Federal Aviation
Agministration is leadiny the effort -- we do need techniques to
efficiently and effectively detect explosives in the aviation
environment. Fortunstely... ;

WOODRUFF: You mean beyond what already exists,

LALLY: That'é right. [ mesn 8 technique using the
laest technology that will detect explosives in the airport-
aircreft environment. And there sre some promising Lechniques.

WOODDRUFF 2 So vyou're saying there's not adegquate
security to protect against that sort of ghing now,

LALLY: Noe. No, I'm not saying that. ['m saying that
the meesures we have now are effective, given the tools that are
available, And I think they are effective. What I'm seying, it
will make the job much essier and better and better conducted,
sore efficiently and more effective, if we ran bring these
techniques out of the laboratory and into practice 1in day-in,
day-out life.

WOODRUFF 3 Mr. Nordland, let me bring you back into
this.

1f the sort of things that Mr. Lslly is describing were
trought into effect, how much would that protect, additionally,
against terrorist acts?

NORDLAND: Well, as 1 wunderstand it, the kind of
technology he's talking about ie extremely expensive, and l'm not
sure thset it's nearly at the point now where it would be very
practical to have it. '

1 think, so far, the best thing has been really thorouyh
hand searches. And so far, & lot of airports with heavy
passenger volumes jusl dun't seem to be willing to go to that
extreme. And even then, the best hand search is only as good as
the hand-searcher. And you only have to get sloppy once for
somebody to get through.

WOODRUFF: Theyv're not willing to go to that extreme,
you mean, because of the inconvenience it creates for passengers,
or what?

i

NORDLAND 3 Inconvenience, delays, the necessity for

extras staff, higher costs. f

oy, P B s
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WOUDRUFF: 1a it your experlence ~- shead,

LALLY: 1 would dicogroo with thet. The airline
industry, and I think the aviastion industry in general, security
is considered synonymous with safety. ' And there aren't any
corners cut. So if the cost is X dollars to perform something
that needs to be done, that's pald. And the inconvenience to
passengers is regretted. And 1in sviation security, that'as the
challengen to maintain & balance between operational require-
ments, passenner, you know, personal libertiea faecilitation, and
security. And that's @ changing condition and one that needs to
be followed day-by-day end location-by-location,

WOODRUFF: Mr. Lelly, do you have reason to believe that
this bembing, the type bombing that we saw in this TWA Fflight is
what we're noing to be sering more of in the future, rather than
the hijackings, the more general acts against persons traveling?

NORDLAND: Yeah, 1 think we're going to see more of it.
There really isn't any woy to totelly protert against it.

But I think to just back up a bit, what Mr. Lelly said.
1 think, you knuw, why have the Israelis at Tel Aviv been 80
successful at atopping terroriets; and Rome and Cairo end Athens
sgain end again in the last year have failed to do so? And I
think there's a lesson there. :
i i
But nonetheless, there is no absolute way to really
protect sgainst these incidents, and they're bound to happen
aga1n. . 4

| ALLY: 1 would asyree there's no fail-sefe system. But
‘1 think to cumpare lsrael with the United’States and to compare
El Al as an eirline with a U.S5. airline 1s epples and orsnges.
lsreel is one airline, one sirport, s smaell fleet of aeircraft
with limited service. The United States ie talking about 100
airlines, 400 aeirports in the United States alone, & million
passengers & day. So the scope @and the magnitude is vastly
different. , §

WOODRUFF: So you're saying it's just not feasible for
Americen-based airlines. U.,S.-based airlines to do what the
Israelis are doing. <

LALLY: I'm sayiny, number one, 1 don't see the need
that the Israelis havne, And [ think our societies are
wufficiently different. 5o that's agbvious.

! A
But ['m saying that to do whet the Isrselis do to the
United States mir transportation syatem would have 8 very drastic
effect on the service provided. It wouldn't be the same.

: :
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WOODRUFF = And do you think ;he airlines would be
willing to do that? i

LALLY: The airlines would be willing to do whatever 1is
necessaly to maintain safety and security., But what I'm seying,
beyond that, 18 what we're talking about are political scts aimed
at governments. These are political statements. And I think
there needa to be some united governmental action that is at
least the equivalent of the measures that the airlines take to
protect themselves., And this ought to end up in an international
mechaniem to identify end sanction nations thal do not what they
should do.

WUODRUFF: Well, Mr. Lally and Mr. Nordland, we thank
you both for being with us. _

MACNEIL: Next we return to our interview with Israeeli
Prime Minister Shmon Peres, in which he discusses wider questions
gbout the Middle East. He told me he intends to honor the
agreement he has to hand over the Premier's office this fFall to
his right-wing coalition partner, Deputy Prime Mininster Yitzhak
Shamir.

1 asked Peres whether he thus considers himself =
lame-duck Prime Minister.

PRIME MINISTER PERES: No, [ don't think so. Because,
you see, here [is] where many people are wrong. We don't have &
normel Cabinet. One may say that Shamir is under me, but that'as
not the case. We arec Ltwo parties. We are two heads of the
parties. Shamir ia not an officiel working for me, and I'm not
going to be an official working for him. He is a leader of @
party. I am & leader of a party. And we can't keep the govern-
ment together unless and until we shall respect the guiding lines
of the government. !

So, I mean it's nobt R normal setup.

MACNEIL: 1If Shamir is rejected by the Herut Party a&s
their leader -- and therec have bean in recent meetings a lat of
dissension over his leadership -- is the deal of fF? If he's no
longer the Herul leader, is the deal off pn rotation?

PRIME MINISTER PERES: I would bhe careful not to answer
to eny ifs, so I won't get myself mixed in in the affairs of
another party. A

The only thing 1 can sey is ﬁhst the agreempnt ha;
names, not just positions, !

MACNEIL: Does the immingnce of your stepping down,
i

: 3
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under this rotation esgreement, put additional pressure on you to
get something going again in the peace process with Jordan and

with the Palestinianc?

PRIMC MINISTER PERES: WNo. I will do it even if I would
heve more time. The Ffact that we would have more time does not
permit us to waste it. T am not going to remain passive, | mean
whatever my new post waey be, But then let's remember that the
malntenance aof the peace momentum is pert and parcel of our
sgreement . I mean what ims the mense to be & member of =
government 1f the government doesn't have the right policy, or
doesn't heve a policy? Just to remaln in the government doesn't
make any sensc.

MACNEIL : Is there Bny point trying to get anything
started now, with the United States declaring itself in &
reflective mood shout the Middle East, with Jordan having given
up on the PLO, with your appointee A8 the Mayor of Nablus having
recently been murdered and discouraging other Palestinians from
accepting mayoral postas there? Is there any point right now in
trying anything new?

PRIME MINISTFR PERES: Yes., 1 think reflection is a
nice expression; but 1I'm &efraeid it's not reflection, but
skepticism. And I think akepticism is detrimental to the peace
effort.

In order to have peace, you must have a climate oriented
on peace. And for that reason, I think we have to try some new
openings. And maybe there are more then it meets our eyes here

and there.

And just to be & little bit more specific, 1 believe (A)
we have to conclude our negotistions with Egypt suceesasfully,
It's very important for the overall pesce sentiment in the Middle
East. I think we can do some new == tako someé new measures on
the West Bank to improve the quality of life, and again to keep
the door of peace open.

MACNEIL: Can 1 interrupt you there? It's reported Lhat
the U.S. has agreed to fund a $600 million effort to improve the
quality of 1ife on the Weat Rank., Is that correct?

PRIME MINISTER PERES: I don't think so,. Six hundred
million dollars sounds to me as an inflated number.

MACNEIL: Huave they spproved some other number?

PRIMF MINISTER PERES: [ think small smounts of money,
which we welenmm. | mean we sAy it to the West Bank help. And
to international or national rountries or institutions that want
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to sct in order to improve the economic situation of the West
Bank thet they are welcomed.

MACNEIL: And what is the third point that you...

PRIME MINISTER PERES: The point is now, I believe,
theer must bhe &en international effort to help the Mediterranean
countries economically. 1| belleve thst out of Lhe three major
igssues facing todoy the Middle Esst, which sre Lhe ongoing
conflict betweren the Arabs and Israel (A), the ongoing war
between Iran and Iraq, and the dresmatic change in the income from
gil, it is the cconomic aspect of tnhe Middle East which is
becoming the overriding problem.

MACNEIL: You have proposed what's being called this
Marshall Plan for the Middle East., And is that falling on
receptive ears in Washington?

PRIME MINISTER PERLCS: Yes, sir.

1 den't suggest thie timo that Lthe United Stotea will
finance it. You know, 1 know that you're in & Gramm-Rudman mood,
and I shall he very careful to suyygest you spend wmore money. But
1 do believe that the Eurcpeans and the Japanese will make this
year $70 billion becausne of the drop in the price of wil. Now,
they will need the o0il of the Middle East in the future. You
know, in 400 square miles in the Middle East you have half of the
known resources of ail. And if the Middle East will go in
flames, so will the oil. And there is no sense to invest 30 much
money in physical installations, in refineries and pipelines, and
so little sttention in the politicial atability.

From what I've learned, is that Jordan has a foreign
currency reserve of $400 million. Syrim, $50 million. Egypt,
$900 million. ;

MACNEIL: Nothing, in other words,

FRIME MINISTER PEHES: Yes. And you can't escape the

problem, neither can you postpone the effect of it upon the

normal and stauble positions of many governments in the Middlo
East.

MACNELIL: Prime Minister, thank you.

X¥
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NEC TCDAY SHOW
INTERVIEW WITH SHIMON PEFRES
PRIME MINISTER OF ISRAEL

INTERV.IeWED BY BRYANT GUMEBEL .
THURSEDAY, AFRIL 2, 1986

' MR. BUMBEL: Shimon Peres, the Prime Minister of Israel, is it
this country for a series of meetings with Secretary of State Shuitz
Vice President Bush, and leaders of various Jewish groups. He has
taken some time in his busy schedule to Join u= in the Etudic, and <
ére appreciative. Good morning.

MR. PERES: Good morning.

ME. GUMBEL: Thank you for being with us. You have come to us
at a time when we are agaln dealing with yet ancther of terror in v
Mediterranean directed against Arericans abroad. What is your
prescription for making us safer? What can be dore?

MR. PEFES: To start with, I believe it is possible to ke it
S2fer, if ther2 will be more of an international cocperation and a
more Zerious approach. ﬁctualry..the best time teo prevent this By
cf accidents is before they arw haeppening, and for that reasch I .
Delieve we have to develop —— and when I saw wers I mean all naticre
concerned == a much better intel ligence service, sc we sha!! get
information ahead of time. And then to take more Security measures
in the airports and on the planes. I think you can reach Quite &
high degres of security.

MR. GUMBEL: The boubers identify, if we are to beileve Lhe
duthorities rvright now, is known, If those four Pecpie had Seen
Israelis, what would you do?

MR. PERES: I believe that jt couldn't have happeéned ir our
airport. The checkup would be imuch more severe anc SErious; and tne
Same WOl d happen on the 5!lane, But we would fallaw §+ whtil we
shodlc have the full story, get in the traces of the people wha dig
ity and tahe the NeCesSsSary stéps so it won't happen again.
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MP. GUMBEL: AS i
increasingly afraid
need to tell you that. 1

percent.

boycatt of 30me countries 1in the aresa.
Fassengers Association issuing & travel
- owerreackion”

to travel

fives &0y travel

you travel with yaur =1

take measures to reduce the danger. to
do bwlieve that we shouldn't submit to
terrorism.
increase securitys

FEDFFAI wELIe EFRUTEF

MR. GUMBEL: That sounds wonder fuly
that. But do those Amer 1Cans
to travel to Israel and other

tell them if they are afraid?

MR. PERES: I would say it is quite
flying quite a lot.

MR, GUMBEL:

MR. PERES: N
security while we are on planes.
American tourismy as far as Israel

thers 1S
we are going to have I believe guits a

fothnau. you have probiems wven
Hhen you have
you doing”™ You are stopping teo g2 by car?

We have t@ continue to fly, .and

watching you right now,
countries in the Mideast,

vou yourself have an awful

it has nothing to do ==
While there may be a reduction in

is concerned,
an increase of the Eurcpean tourism straight to Israel
Nice YEar.

11x

.98y o - = ®

we Sit herey -+t is & fact that  Americans are '
in your part ot

I den't
think =%

Lla wor | O,

to larael 12 aft 3

We hear the Airiine Pilcts Aseociation talking about a

We hear the Airline
sdvisery. 15 that an

road accidents, Whaet

increase the security, anc 1
the whim and manners <f

work tos

202-247-1400

like ta bel 1’\

who might l1ke
whet do yoo

and we'd all

secure to fly. I mysel T i

lot more security.

all of us have the Sauw
on the other hand,
ar

And 1 would

strongly recommend not to subrnit %o this overrated danger, 1n Spite
of the tragic events.
MR. GUMBEL: Let we in the moments @& have tafe Hpyrp our

attention to something we are alsc reading about this marning,
the Midaeast.
What does it entail?

that is thies Marchall Flamn far
glan; as a4 means to a peace.
timetabl«? Who is invel ved?

MF. PERES: 1 believe that out
Middle East is facing todays
Israel and the Arab countries:
wconomic situatiaon. The wCcoOnOmic
overriding problem for all of the

not speaking necessaril!y about Israsl. Israel, I believe, will
manage her econofy.

The =il producing countries in the Middie East are going to ==«
this year close fo ¢100 bi!lion, snc many af them are very poor. Hew
when they are losings scomebody 18 gaining. The customers ar=
gaining, particularly rhe Europeants and the Japanese. And I was
speaking a great deal with the Eurcpesn tgazars, evell <Apaness,

; _ "y

=4 g b
thiz wecomomic

What is. the

of the thres major prablems ©°
which are the on=going
the war Detween

conflict Detweel

Iran and Iraq)

(514 B <R
dl
vou really are ¥rying +©

as 1 have saidy

=Sy AT 1 AN

and e
situation is bezoming the most
~ountries 1n the Middle East. i am
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{iniﬁdiﬁltJ gent lemen. If you want to guarantee the supply of oil in
the future, if you really want to have a stable Middle Easty which
you need, you should invest not anly in the refineries and in the
pipelines, you should invest 1In the political 1nfrastructure. I
don't think it i1is for America to pay for everything. America nas
helped Europe in the wake of the second world war. Now Time has come
to the Eurcopeans and the Japanese who may gain probably $70 billion
this year.

MR. GUMBEL: Is it realistic to think that pecple who can't be
partners in peace could be partners in business? .

MR. PERES: You Seey peace you can postpone. Salvation you
cannot postpone. The economic situation is g0 demanding, sc heavy,

that unless something will be done immediately in an imaginative way:
the Middle East is going to face the most greatest prablems even
happened.

FEDERAL NEWS SERVICE 202-347-1400
NMEWS FOR THE NEWS MEDIA

NBC/PERES ' ~3-

MR. BGUMBEL: Very guizkly, is that tne only vital sign of the - ]
pesce Process you see?

'MR. PERES: I think that even on the peace prospects: there is
more than the eyes do meet. There are openings. There are
gpportunities, and when you remember what the alternative to peace
is, it makes you return immediately Tto the Cinaudiblie).

MR, BUMBEL: Prime Minister Shimon Feres, I know you are
travel ling bsoday. Trave]l safely.

MR. PERES: Thank wyou.
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STATE OF ISRAEL

Press bulletin

JERUSALEM, 31 MARCH 1986

#21 PERES: ECONOMIC ISSUE WILL TOP MIDEAST AGENDA IN COMING YEARS
EXCERPTS FROM A PRESS CONFERENCE WITH PRIME MINISTER SHIMON FERES TODAY,
31.3.86, PRIOR TO HIS DEPARTURE FOR THE U.S., AT BEN-GURION AIRPORT

[NOTE: DUE TO A TECHNICAIL, "AULT, MOST OF THE QUESTIONS WERE INAUDIBLE. ]

PERES: "1 AM NOT TAKING WITH ANY SPECIFIC PLAN. I BELIEVE THAT THE ECONOMIC
ISSUE WILL BE THE CHIEF ISSUE IN THE MIDDLE EAST IN THE COMING YEARS, AND IF IT
IS NOT DEALT WITH WE CAN EXFECT VERY MANY JOLTS. I AM NOT GOING IN ORDER TO ASKE
FOR MONEY, I AM NOT GOINMG [N ORDER TO PROPOSE HOW TO SPEND MONEY, BUT I THINK
THERE ARE WAYS TO DEAL WITH IMPROVING THE ECONOMIC SITUATION THROUGH AN
IMPORTANT INTERNATIONAL EFFORT. I DO NOT INTEND TO GO INTO THE DETAILS OF THE
PLAN AT THIS MOMENT."

*THERE ARE TWO ISSUES CURPENTLY ON THE AGENDA OF POTH THE U.S. AND OF 1SRAEL.
ONE 15 HOW TO RENTW AND CONTINUE WITH THE PEACE INITIATIVES, IN THE LIGHT OF THE
EVENTS OF THE PAST TWO YEARS -- TO SEE WHAT POSSIBILITIES ARE OPEN TO US; AND
THE SECOND ISSUE IS HOW TO GO ON DEALING WITH THE INTERNMATIONAL PROBLEM WHICH
HAS MNOW BECOME A CENTHAL ONE, WAMELY, TERRORISM. AS YOU ENOW, VICE PRESIDENT
BUSH HEADS THE U.S. ADMINISTEATION TEAM THAT IS DEALING WITH THE SUBJECT OF
INTEENATIONAL TERRORISM."

“THE CABIMET YESTERDAY T ¥ TWO DECISICNS. ONE WAS TO ADD $25 MILLIONM TO THE
BUDGET -- AND I THINK THIS WAS BESSENTIAL, ESPECIALLY IN THE AREA OF HEALTH. WE
HAVE SOME RESERVES LEFT, AND 1IF THEY ARE INSUFFICIENT WE WILL HAVE TO MAEE OTHER
CUTS. THE SECOND WAS TO GNANT CREDIT -- WE WERE FORCED TO TARKE CONTROL OF ALL
THE CREDIT IN THE CCUNTRY —-- AND IF WE HADN'T THAWED OUT CREDIT A BIT, MASSIVE
UNEMPLOYMENT WOULD HAVE BESULTED. THE ENTIRE CABINET IS UNANIMOUS IN THINKING
THAT WE MUST NOT ALLCW LARGE-SCALE UNEMPLOYMENT TO ERUPT IN THE COUNTRY, BECAUSE
THIS, TOD, WOULD EHDANGER THE ECONOMIC PLAN."

[ASEED WHETHER HE IUTENDED TC PURSUE THE WRLDHEIM ISSUE DURING HIS VISIT, MR.
PERES SAID:] "NO, TTHAT 18 NOT THE PURPOSE OF MY VISIT."

FNGLISH-LANGUAGE PORTION OF THE PRESS CONFERENCE

*pASICALLY, [THE PURFOSE OF MY TRIP TO THE U.5. IS] TO ATTEND THE JUBILEE OF
THE AMERICAN JEWISH COMGHESS -- IT'S AN IMPORTANT ORGANIZATION IN THE LIFE OF
THFE JEWISH PEOPLE -- BUT THEN, BEING IN WASHINGTOM, I BELIEVE WE SHALL TRY TO
SUMMARIZF WHAT ARE THE OPENINGS FOR THE CONTINUATION OF THE PEACE PROCESS ON OME
HAND, AND WMAT ARE THE NECESSARY MEASURES TO BE TAEKEN IN ORDER TO MEET THE
GROWING DANGFR OF INTERNATIONAL TERROR. THEM AGAIN, I AM GOING TO VISIT WITH
PRIENDS WHO HAVE SHOWN /1 DEEP INTEREST IN THE 1SSUES BEFORE ISRAEL, INCLUDING
BOTH ECONOMIC AND POLITICAL, AMD I THINE IT WILL BE A VERY GOOD OPPORTUNITY TO
G0 OVER THE DEVELOPMENTS IN THOSE FIELDS OVER THE LAST YEAR-AND-A-HALF AND TO
SEE WHAT SHOULD BE DOME IN THE FUTURE."

"1 THINKE THE U.5. 15 & + s AND LARGE ENOUGH TO DEAL WITH [ THE LIBYAN]
15SUE WITHOUT THE ASSISTAINE OF ISRAEL -- MNYWAY, WE WERE NOT APPROACHED | BY THE
U.5. OH THIS MATTER]."

[ ASKED WHETHER HE WOULD BE ASKTNG THE (1.S. FOR MOMEY, MR. PERES SAID:] "NOD, SIR.
1 AM AWARE ABOUT THE RUDMAN-GRAMM AMENDMTHT, WHICH IS MOT JUST A FINANCIAL

1S5UE, BUT IT IS A STATE OF MIND AND 1 "HALL RESPECT IT."

T THINE THERE IS A LOT TO 88 DONE THERT [WITH RESPECT TO HELPING THE ISRAELI,
ECONOMIC RECOVERY]. AS YOU ENOW, WE linti & TASKE FORCE WITH THE PURPOSE OF :
INCREASTNG INVESTMENT IN ISHAEL, GF 1HLAINIIHG THE EXPORTS OF ISRAEL, OF

aiefd
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BUILDING JOINT VENTURES BETWEEN AMERICAN INVESTORS AND ISRAELI ENTERPRISES. THIS
PLAN IS MUCH SUPPORTED BY THE AMERICAN ADMINISTRATION -- BY PRESIDENT REAGAN, BY
SECRETARY SHULTZ -- AND IT HAS HAD A FINE START. WE ARE GOING TO ENLARGE IT,
DEVELOP IT. THEN AGAIN, I SHALL BE TALKING WITH [AMERICAN JEWRY] ABOUT THE
CONTINUATION OF A PLAN WHICH EXISTS ALREADY FOR SEVEN YEARS -- THE RENEWAL
PROJECT == TO GIVE IT SOME NEW LIFE AND NEW DIMENSIONS. AND REALLY TO SEF WHAT
ARE THE BEST OPPORTUNITIES TO GO OVER FROM A POLICY OF ECONOMIC RESTRAINT TO A
POLICY OF ECONOMIC DEVELOPMENT AND GROWTH. I THINK WE HAVE SOME OPPORTUNITIES,
AND I DO BELIEVE IT IS NOT NECESSARILY [VIA] GRANTS OF MONEY."

"OVER THE LAST FEW MONTHS TWO GOVERNMENTAL COMPANIES WERE ALREADY SOLD. ONE IS A
COMPANY FOR THE DEVELOPMENT OF ASHDOD, WHICH WAS IN THE HANDS OF THE STATE AND
NOW IT WAS SOLD TO PRIVATE PEOPLE; AND THE SAME GOES FOR A CHEMICAL COMPANY IN
HAIFA. WE ARE GOING TO OFFEE MORE COMPANIES. THE TREASURY IS NOW PREPARING THE
FROSPECTS AND THE PROFILES OF THOSE COMPANIES —- IT DEMANDS A LITTLE BIT OF
FREPARATION, BUT WE ARE SURELY INTERESTED TO SELL COMPANIES WHICH ARE IN THE
HANDS OF THE GOVERNMMENT TO PRIVATE INVESTORS, AND I DO BELIEVE I SHALL BE
LOOKING FOR OPPORTUNITIES TO FULFILL THIS POLICY AS WELL."

[ASKED WHETHER ISRAEL'S ROLE IN THE "STAR WARS" PROGRAM WOULD COME UP, MR. PERES
REPLIED:] "PROBABLY YES. IT'S ONE OF THE TOPICS WHICH IS [UNDER] DISCUSSION
BETWEEN THE UNITED STATES GOVERNMENT AND THE ISRAELI GOVERNMENT. IN EFFECT, WE
ARE IN FULL AGREFMENT, BUT AGAIN WE SHALL GO A LITTLE BIT INTO DEPTH IN ORDER TO
SEE WHAT WILL BE THE RIGHT WAY TO PROCEED."

RM/RM 1130 HOURS
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STATE OF ISRAEL GOVTHMAMVMENT PRESE OFFICE

From fthe elecivonic modia

JERUSALEM, 2 APRIL 1986

#51 PERES ON PEACE PROCESS, ARMS SALE TO SAUDI ARABIA

| ISRAEL TELEVISION "MABAT"™ MEWSCAST, 2.4.B6)

THE FOLLOWING IS5 AN INTERVIEW WITH PRIME MINISTER SHIMON PERES IN WASHINGTOM:

"1 THINK THAT WHAT IS ESSENTIAL AT THIS STAGE IS TO KEEP THE DDORS OPEN FOR
PEACE, ESPECIALLY IN JUDEA AND SAMARIA AND OTHER PLACES, AND TO SEEK - TOGETHER
WITH JORDAN PERHAPS -- A DIFFERENT PLANE OF CONTACTS IN ORDER TO CONTINUE THE
PEACE PROCESS."

). WHAT PLANE?

A NO YU WANT TO GO TNTO DETAILS? ['M NOT PREPARED FOR [T YET

Q. 15 1 PRUF THAT TSRAEL SIMPLY SAVE UP ON THE [SSUE OF ARMS SUPPLIES T =AU
ARARTA?
A Ny, ISHAR . MASHN'1 JCHANGED TS <20SITION. 1 ALSt SALlr SU (N PURLI IN PHE

PRESFNUE  F ADMINISTRATION OFFICIALS. WE OPPOSE ARMS SALES TO ANY COUNTRY [N A
STATE OF WAR WTTH 15RAFI AND THIs [S TRUE WITH REGARD T SALIDT ARABIA AS WEL1

o ARF Wl SOTMG M FIGHT THE INTENTION TO SEIa ARMS T SAUDY ARAKRIA

A WF SHALL STANEL IR GROUND, BUT WE'RE NOT GUING T EXACERBATE UK RELATIONS

WITH THF AIMINISTRATTON WE SHALL, HOWEVER., MAINTAIN Ok POSITION AND 1T
HASN T  HANGEI
AP YHRE 21:55 HOURS
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STATE OF ISRAEL

I'rom the electronic media

JERUSALEM, 4 APRIL 1986

#52 PERES: ABRU-MOUSSA AND ABO NIDAL RESPONSIBLE FOR TWA SABOTAGE

INTERVIFW WITH PRIME MINISTER SHIMON PERES IN THE U.S., ISRAEL RADIO'S
MORNING WEWSREEL, 4.4.86; INTERVIEWER: RAZI BAREA'I

0: CAN YOU ESTIMATE WHEN THE TRILATERAL EXPLORATORY TALES WHICH YOU SPOKE ABOUT
IN WASHINGTON WILL BEGIN?

A: T THINKE THE EXAMINATION WILL GET UNDERWAY IN THE OCOMING DAYS. THERE IS STILL
HO AGREEMENT ON THIS, AND I'M NOT SURE THAT THERE WILL BE AGREEMENT. 1 THINK
THAT FROM THE ISRAELI STANDPOINT THE MOST IMPORTANT THING IS TO HMAINTAIN THE
INITIATIVE IN OUR HANDS WITHOUT LETUP, AND ALSD TO APPEAR TO BE DOING 50.

Q: DOES THIS MEAN THAT AN AMERICAN EMISSARY WILL BE OOMING TO ISRAEL?
A: IT'S POSSIBLE.

Q: WE HEAR ALSD THAT AN FMISSARY MAY ALSO BE OOMING TO EXAMINE YOUR "MARSHALL
PLAM." IS THAT CORRECT?

A: I DON'T ENOW WHETHER HE WILL COME TO ISRAEL, BUT IT'S POSSIBLE THAT A SPECIAL
APFOINTMENT WILL BE MADE OF A PERSON WHO WILL DEAL WITH THIS SUBJECT.

Q: DID YOU GET A PLEDGE THAT THE MATTER WILL COME UP HWEXT MONTH AT THE TOEKYOD
CONFERENCE?

A: I DID MOT REQUEST SUCH A FLEDGE, 50 I DID NOT GET ONE. BUT I MUST SAY THAT
THE ATTITUDE TOWARDS THIS PROPOSAL 1S5 VERY SERIOUS AND VERY POSITIVE.

g: BUT 525 BILLION IN TEN YEARS IS A HUGE SUM EVEN FOR THE EURCPEANS AND THE
JAPANESE.

A: I DON'T THIMK S0 -— THIS YEAR ALONE THE EUROPEANS AND THE JAPANESE EARNED $70
BILLION FROM THE DECREASED PRICE OF OIL. THE AMOUNT [YOU MENTICONED] IS A MINIS-
CULE, AND THE POTENTIAL IS THERE.

Q: ACCORDING 'TO THE DATA IN OUR HANDS, WHO IS RESPONSIBLE -- ABU HIDAL?

A: IT WAS PROBABLY FATAH-ABU MOUSSA WITH THE ASSISTANCE OF ABU NIDAL.

Q: HAVE THOSE TWO BEGUN TO COOPERATE?

A: THERE WERE ALS0O OPERATIONS IN THE PAST IN WHICH THEY COOPERATED. THE TWO OF
THEM ARE IN THE SAME COUNTRY == IN SYRIA -- AND I THINE THAT THE SYRIANS WILL
A1,50 BE ASKED TN START CIVING ANSWERS AS TO WHAT'S GOING ON THERE. OUTWARDLY,
SYRIA DECLARES IT IS BOT AMONG THE TERRORIST STATES, YET THESE TWO DANGEROUS
ORGAMIZATIONS ARE SITUATED ON ITS SO0IL.

Q: DO THE AMERICANS HAVE THIS INFOHMATION AS WELL?

Ay I WOULD ASSUME THAT TH'™ DO

: ON THE WALDHEIM AFFATR, YOUR LATEST STATEMENT WAS THAT ISRAEL ITSELF WOULD BE
HEADY TO DEMAND THAT THE 11.N. SECRETARY-GENERAL OPEN UP THE U.N. ARCHIVES. WHAT
[S THE ISRAEL GOVEHHMENT'S STAND ON THE ISSUE?

A: THE CABINET HAS HOT D1SCUSSED THIS SUBJECT, AND I DID HOT COME HERE IN REGARD
™Y THE WALDHEIM AFPFAIR. I WAS COMPLETELY SURPRISED TO LEARN THAT THE U.N. HAS

SECRET DOCUMENTS. IF THERE IS ANY ORGANIZATION THAT HAS NOTHING TO HIDE AND THAT
B

My reupmamiledity i puoapbed ko e ooy ol e mloemton penissed o fhine esbioch, o lor any viges esgressed Sone of b e per gupetmnd

COVEANMERNT PRAESS OFFICE




PERIZSS 2

PARRED FROM HIDING THINGS, IT IS THE UNITED MATIONS. IF THE NEED SHOULD IN FACT
ARTSE TO REQUEST THAT THEY OPEN UP OSTENSIBLY SECRET DOCUMENTS, WHY SHOULDN'T WE
RPQUEST THIS?

1z THAT 15, ISRAEL, IF THE NEED ARISES, WILL INITIATE SUCH A REQUEST?

A: TF THE NEED SHOULD ARISE -- YES. MAYBE THEY WILL PUBLISH IT ON THEIR OWN. AS
WITH EVERYTHING ELSE, I DO NOT TEND TO DEAL WITH MATTERS HYSTERICALLY.

RM,/RM 0800 HOURS
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JERUSALEM, 4 APRIL 1986

#52 PERES STATEMENT OM RETURN FROM U.5.
BROADCAST LIVE FROM BEN-GURION AIRPORT BY THE IDF RADIO STATION; REPORTER:
0Z FRANKEL

PRIME MINISTER PERES: "I SPENT THREE DAYS IN THE UNITED STATES. THE VISIT WAS IN
TWO PARTS: IN WASHINGTON AND IN NEW YORK -- IN WASHINGTON CHIEFLY WITH THE
ADMINISTRATION, IN NEW YORK CHIEFLY WITH THE JEWS.

"IN WASHINGTON THF MAIN TOPICS WERE THE ECONOMIC TASE FORCE, WITH THE STATE
DEPARTMENT HOLDING A LUNCHEON FOR ALL THE LEADERS OF THE TEAM AND THE SECRETARY
OF STATE DECLARING H1S UNEQUIVOCAL SUPPORT FOR AID FOR EXPANDING ECONOMIC
ACTIVITY WITH AND FOR ISRAEL, HIS SUPPORT FOR GROWTH AND FOR STABILIZING THE
ECONOMY. THIS WAS A VERY MOVING OCCASION.

"WE ALSO DISCUSSED OTHER SUBJECTS THAT CAN CONTRIBUTE TO GROWTH, SUCH AS
INCREASING ISRAELI EXPORTS, INCLUDING INTENSIFIED SALES TO THE U.5. ARMY -- I
HOPE THIS MATTER WILL WORK ITSELF OUT.

"NATURALLY WE DISCUSSED THE GENERAL SITUATION IN THE MIDDLE EAST, INCLUDING THE
IDEA OF DEVELOPING AN ECONOMIC FPLAN FOR THE ENTIRE MIDDLE EAST WITH THE
PARTICIPATION OF THE FUROPEANS, THE JAPANESE AND OTHERS. WE DISCUSSED THE PEACE
FROCESS -- IT'S POSSIBLE THAT SOMEWHAT MORE POSSIBILITIES EXIST THAN MEETS THE
EYE. THUS, THE TIME WAS EXPLOITED USEFULLY IN WASHINGTON, IN AN EXTREMELY
FRIENDLY AND VERY ENCOURAGING ATMOSPHERE FROM OUR POINT OF VIEW.

"I MET WITH MOST OF THE JEWISH ORGANIZATIONS. THERE IS A FEELING OF OPTIMISM, OF
MOMENTUM. I RAISED THE SUBJECT OF SOVIET JEWRY BOTH IN WASHINGTON AND NEW YORK.
I HOPE THAT WE WILL ALSO SEE RESULTS IN ALL THESE SPHERES. THANK YOU."

Q: IS THE INVOLVEMENT OF THE U.S. SECRETARY OF STATE NOW CALLED FOR IN ADVANCING
THE PEACE PROCESS, AND WAS SUCH INVOLVEMENT PLEDGED?

A: T THINK THAT THE U.S. SECRETARY OF STATE CAN HELP IN ADVANCING THE EXISTING
NEGOTIATIONS AND IN SEARCHING FOR ADDITIOMAL WINDOWS. I ESTIMATE THAT THE
SECRETARY WILI. UNDOUBTEDLY LOOK FOR AN OPPORTUNITY TO VISIT THE RBGION.

0: HOW DOES THE IDEA OF A LOW-LEVEL U.S.-JORDANIAN-ISRAELI MEETING DIFFER FROM
FREVIDUS IDFAS, AND ARE ITS PROSPECTS TO BE IMPLEMENTED BETTER?

A: I AM NOT YET READY TO TALE ABOUT THIS. I THINK A MORE THOROUGH EXAMINATION IS
REQUIRFD BEFORE I CAN RELATE TO IT.

Q: WHAT ARF THE PROSPECTS FOR IMPLEMENTATION OF THE IDEAS YOU PUT FORWARD TO THE
U.5. ADMINISTRATION?

A: IN CONTRAST TO THE ASSESSMENTS WHICH MAY HAVE BEEN VOICED IN ISRAEL, [THOSE
IDEAS ] WERE VERY WELL HECFIVED, VERY SERIOUSLY, BOTH BY THE ADMINISTRATION AND
IN THE 11,5, MEDIA. 1 BELIEVE THAT THE ECONOMIC ASPECT IS ALSO PART OF THE PEACE
PROCESS. SOMETIMES A POLITICAL PROCESS CAN BE BECUN FROM ITS ECONOMIC END.

[AT THIS POINT THE TLIVE COVERAGE OF THE PRESS OONFERENCE ENDED --ED. ]
RM/HM 1145 HOURS
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STATE OF ISRAEL

Press bulletin

JERUSALEM, 4 APRIL 1986

#21 MORE FROM PRIME MINISTER'S AIRPORT PRESS CONFERENCE

EXCERPTS FROM PRIME MINISTER PERES'S PRESS CONFERENCE THIS MORNING AT BEN-
GURION AIRPORT UPON HIS RETURN FROM THE U.S. (SEE ALS0 EARLIER GPO RELEASE]

Q: DID ISRAEL-EGYPT RELATIONS AND THE TABA ISSUE COME UP IN YOUR TALKS?

A: THE FEELING IN WASHINGTON IS THAT WE HAVE OVERCOME A GREAT MANY OBSTACLES IN
THE NEGOTIATIONS BETWEEN EGYPT AND ISRAEL -- AND THAT THOSE THAT REMAIN ARE ALSO
BRIDGEABLE IF THE RIGHT EFFORT 15 MADE. FOR ITS PART, THE U.S. IS OF COURSE
READY TO CONTRIBUTE TO THE REQUIRED EFFORT.

Q: WHAT IS THE ORDER OF PRIORITIES REGARDING NEGOTIATIONS WITH JORDAN?

A: I WOULDN'T WANT TO COMMIT SECRETARY OF STATE SHULTZ EITHER WITH REGARD TO A
PROGRAM OR TO PFRIORITIES. BUT I WOULD SAY THAT THE PRIORITIES ARE TO TRY TO
COMPLETE THE AGREEMENT WITH FGYPT, TO STEP UP ACTION AGAINST INTERNATIONAL
TERRORISM IN THE MIDDLE EAST SECTOR, AND TO EXAMINE WHETHER THERE ARE NEW
OPENINGS IN THE NETWORE OF RELATIONS WITH JORDANM, ALSO IN VIEW OF FING HUSSEIN'S
RECENT STATEMENT.

Q: DD SECRETARY SHULTZ'S EFFORTS HAVE ANYTHING TO DO WITH THE ROTATION DATE?

A: I DON'T WANT TO RELATE TO THESE DATES. THIS IS FOR THE STATE DEPARTMENT TO
ANNOUNCE, NOT ME.

-- ASKED ABOUT CRITICISM VOICED IN ISRAEL TO THE EFFECT THAT HE WAS MAKING
FREQUENT TRIPS ABROAD, THE PRIME MINISTER SAID, INTER ALIA: "I THINE THAT
PREVIOUS PRIME MINISTERS PERHAPS TRAVELLED MORE. THESE ARE NOT FLEASURE TRIPS, I
GO FOR URGENT, AND IN MY VIEW IMPORTANT, MATTERS, AND PROGRESS WAS MADE ON A
GOOD MANY MATTERS."

-- ASKED (IN ENGLISH) WHETHER HE HAD ENCOUNTERED ATTEMPTS WITHIN THE
ADMINISTRATION TO GET HIM TO ABROGATE THE ROTATION AGREEMENT, MR. PERES SAID:
"NO, I DIDN'T MOTICE SUCH AN ATTEMPT -- NO UNDERGROUND. IN THINK THAT NORMALLY
NO AMERICAN OFFICIAL WOULD LIKE TO GET HIMSELF INVOLVED IN AN INTERNAL MATTER OF
THE STATE OF ISRAEL, AND I AM NOT SURPRISED IT DIDN'T HAFPEN."

RM/RM 1315 HOURS
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/ﬂﬁ o'n Muoses Interests

s April 7, 1986

The Honorable Prime Minister Shimon Peres
Office of the Prime Minister
JERUSALEM

Dear Prime Minister Peres:

I was grateful for the opportunity to meet
with you at the Regency Hotel on Thursday,
April 3, and was flattered that you recalled
our meeting some time ago.

Your leadership and wisdom made a deep
impression on me and the discussion was
| most interesting.

| I anticipate being in Israel twice this
year; once in July, traveling with United
States Senator Gary Hart, and again in
October for the Hebrew Union College Board
of Governors meeting. 1 hope to be for-
tunate enough to meet with you on one or
both of those occasions.

raly yours,

STHFHEN D\ MOSES

SDM,/mm

11812 San Vicente Boulevard = Los Angeles, CA 90049 » (213) B26-6737
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Office of the Prime Minister
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Dear Prime Minister Peres:

I was grateful for the opportunity to meet
with you at the Regency Hotel on Thursday,
April 3, and was flattered that you recalled
our meeting some time ago.

Your leadership and wisdom made a deep
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I anticipate being in Israel twice this
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Dear Mr. Prime Minister:

I am writing to extend my personal thanks and appreciation
for your recent efforts in New York on behalf of the United FUHA S Cumy
Jewish Appeal. Your presence at the dimmer with our major e
donors and the reception that followed was significant and 11 e
served to reaffirm, for us all, the strong and special
relationship between the State of Israel and the United

Jewish Appeal. Your comments on our working together through

such programs as Project Renewal were very timely and helped

bring us all closer in our united efforts,

On behalf of all of the UJA family, may I extend our heart-
felt gratitude.

Sincerely, erd .
I' F # . i
Mex Grass

AG:ma

O8N BEHALT OF (HITED ISRAFL APPE A IINT DISTRIBUTION COMART TEE  MEW YORK ASSOCIATION FOR HEW ARMENSCANS
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UNION OF AMERICAN HEBREW CONGREGATIONS

April 4, 1986

His Excellency, Shimon Peres
Prime Minister of Israel
K'nesset

Jerusalem, ISRAEL

My dear Mr. Prime Minister:

I would like to thank you for the opportunity of meeting with
you yesterday morning at the Regency Hotel. Your observations
and comments were most instructive. The optimistic and upbeat
tone of your remarks was particularly encouraging.

Let me reiterate what I said to you yesterday morning. We, in

the Reform Movement, are most appreciative of your personal efforts
and the support of the labor party in the resolve to prevent the
amendment of the Law of Return. Our love and support of Israel

is unwavering so it is particularly important to us that our rights
and our integrity not be jeopardized through an amendment to the
Law of Return.

Of the twenty people who met with you yesterday morning, eight
were leaders of our movement. After the meeting, all agreed that
the morning had been most worthwhile and that your leadership

has been a boon not only to Israel but to Jews of the diaspora

as well.

In about six weeks, Alex Schindler and I will be leading a mission
of our Board of Trustees to Israel. [ am particularly delighted
that our group will have the opportunity to meet and hear you.

I personally look forward to seeing you again.

Again, my thanks and my kindest regards.

B'Sholom

V)] Charles J.
CJR:ms Chairman
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