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Declaration on Frea Trade Area Agreement }6 -Xj

Batween the
United States of America and Isras]

tn accordance with discussions concluded between the President
of the United States and the Prime Minister of Israel on Hovembar
29, 1983, the United States and Iscael,

-- Desiring to promote mutual relations and further the
historic friendship between them;

—- Determined to strengthen and develop the ecopomic
ralations between them for their mutual benefit)

—-  Wigching to contribute to the harmonious development
of world tradej

-- Wishing to establish reciprocal free trade betwasn
the two nations through the removal of trade barciers;

have entered into negotiations to establish a Free Trade Area
between the two nations. BSuch Pree Trade Area, when concluded

shall, inter alia

- be consistent with the obligations of both nations
under the General Agreement on Tariffs and Tradae;

-= provide for the elimination of duties and other restrictive
regulations of commercg on substantially all the trade
betwveen the two natlons) !

e be phased in over ten yearsj

-= greate a forum through a Joint Committee where representa-
tives of both nations will meet on a regular basis
to discues bilateral trade lssuves and thereby promote
a closer relationship between L.. United, States and

Iscael)

== egliminate exzport subsidies in -Iﬂﬂﬂ-l.'ﬂlnl:.l with tha_
GATT Agreement on Interpretation and lication
Artigles VI, XVI and XXIII (the Subaidles ¥

== wliminate any trade-related performance raguiremsents
imposed on each other's nationals)

-— reconfirm the mutual obligations of the United States
and Israel with respect to intellsctual propercty cights;

- establish rules of origin to ensure that doty-fraa
treatment is accorded only to geods originating im
either the United States or Israel and provide that
U0.5. and Israell customs authorities sghall assist

»




Ayt
!* lch# ’il

one another in implementing and enforcing the rules
of origing

-- allow either side to impose safeguard actions against
the other, but only if imports originating within
the free trade area are found to be the cause of injury;

-- establish notification and consultation procedures,
and & proceduic ifvi Lhe settlement of disputes arising
within the context of the agresment.

Therefore, to accomplish these objectives, tha President
of the United Statesc and the Prime Minister of Israsl agres
to instruct thelr negotiators to begin the final phase of tha
Free Trade Area negotialions next week,.

The date of signature of tha instrusment establishing the
Frec Trade Area cwhall ha suhjsrt ra Fhe Aomesaric Tagal reguirements

of each signatory.

In Witness Whereof the Prasident of the United States gf
America and the Prime Minister of Israel have signed the pres
paclaracion.

Ronald Eeagan
President of the United Btatas

Ehimon Peres
PFrime Minister of Iscasl

¥
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—mptgiation. byl the U5 is willing to play a helpful role if the parties want eur involvement,

Robert Pelletreau (Deputy Asalstant Secretary of Btale
for Hear Eagterm Affairs)

Announcement:Peres will be arriving on Mondey morning and Ambassador Lewis and
Amhagsador Murphy will be meeting him out at Andrews. Then the Secretary of

State will meer them at the Washington monmument grounds and will go directly imto

an intial meering to review the schedule and to pee that we will he ahle to dixeuas.
The rest of the day will be free until char evening when the Secretary will host
dinner for the [araell delegation at his bomo., Tucsday, will hegin with the Sscretary
hoeting a small breakfast for the Prime Miniater and Foreign Minister and Vice Prime
Hinister Shamir. That will be followed with & meeting with the Secretary of Defense
and then in late morning, the delegation will come over to the White Bouse to meet
with the President. There will he a small meeting wich the Président and then a trad-
itional few minutes of one on one with the President, and a larger meecing in the
cabinet room [vllowed by & working luncheon. We expect the officisl departure sfate-
sents will take place after that at about 1:30 on Tuvesday. Them, the Istaeli delegation
will adjourn to the State Department for further talks. That evening, there will be a
call on the Vice President and the Vice President will host dimner. The dimmer will be
at the Department of Agriculture, because the Bth floor of the State Deparoment is
wndergoing reonovation. On Wednesday, there will be a pre-departure bhreskfasr with
the Secretary of State and they will depart early Wednesday morning. As the the major
participants on both xidem, un the Israeli delegation, of couree it will be led by
Frime Miniater Peres, Vice Prime Minister and Forelgn Minlster Shamir, Ambaseador
Hosenne, Mendi Maron, who 185 the Director-Ceneral of the Binistry of Deéfense, Abrasha
Tanir who is the Director—General af the Prime Minister'm l;lfl'il:-s..r and hia natiomal
escurity advisor Yoasi Beilin who is the government secretary, Hannen Barrom, the
Deputy Director General in the Miniscry of Forelgn Affaires and other advisers to the
Prime Miniscer.

Do cur gide, the principle parcicipants in various talks will be cthe President
and Vice=President, the Secretzary of State, Secretary of Defense, Secretary of the
Treasury, Arbassador Kirkpacrick, Undersecretary Armacest from the State Department,
Bob HcFarland, Dick Murphy — our Asslstant Secretary for KRear East Affairs, and Herb
Steln = former chalrman of the Council of Economic Advisers, who is serving as a
comsultant to the Secretary of State.

Am far as iseues, cne can say In general, that the U.B,-Ierael] relatlonship
Bag been very cloce and copperacive over the pest vear and we eXpect that to contloue
and to see a reaffirmation of Lhat type of relaticnship. Dbviously, the laraeli ce-
onooy will be a principal fasue and ip thert regard, our posture is that ve are ready
to work closely wiih Iarael's leaders in their effortes to find effective, creative
end enduring solurlion to Tsrael's current economic problems. Dn the political side,
eertainly, the gquostion of south Lebapon and Israel's plans for or hopes for anm early
withdrawas]l of its [orces will he on the agenda. These will be following rm discussions
that the Secrecary and Forelgn Minlsrer Shamir have had recently in New ¥York, on
Anhassador Murphy's recont visit to the &rea. It is worth noting, that the discussions
#v far have beon exploratory and thet we are not engaged in any formel pegutiations or
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and if there geems to be a reasonable prospect that something can be achieved, meaning
that 1f chere 1 a prospect that the current wide gaps and differences between the
parties can be narrowed. We arc mot now in that kind of situatriom, but it 15 a moving '
situstion with the government of Isfael having announced irs inrention o withdraw if |
sarisfacrory securiry arrangements for its northern border can be achleved. We have
the THIFIL renewsl coming up at the UN on Dctober 19 and there have bBeen 8 lot of dia-
cussions among rhe varicus concerned delegatioms on that subject in New York, We expect
the questione of broader peace will aleo be discusscd--what might be posslble In the
~future on reaching broader peace between lgrael and its neighboars. The relatfonshlp
- between Israml and Egypt will be discumsed, which 1a o key relariconship in the area and
mormally in such sessions, we have & review of Israel's security posturse. I mentioned '
that the Secretary of Defense 1s on the schedule and his diecussions will take place
dn the framework of our tradicional commitment to helping Israel presorving ite qual-
“trative edge and to maintain the capability to defend 1itself agatnar any combination
" of potential adversaries. 1 Juatr will close my remarks by saying we are looking [orward

to the vielt and we welcome it and we expect to seec a reaffirmation of the very clome
" U.8.-Isrmeli relationship, which is currently the case.

il Quas:innk

Qifow such aid will they ges?
A:That is premature to answer now. Obviously, the economy is high on the list of iftems
to be digcussed and we expect that the Prime Minister will be laying out for us his plan
#nd his program in that regard. In the context of that program, we will see how we can
best be helpful. There has been no discussion up to this point, of acrual figures,
" We have not Leen presented with the [ull Israeli program. We have seen somn measures that
" Israel hag taken and we certainly note thar the Peres govt, is addreseging this guostion
| with great seriousnesa and great priority.Actual figures have not yot come our.
" QiAre you fmplying that this sdministration is going te held off funds to the Iaraeld .
“Eovermment pending approval of the Perea plan for getting the econowy back into order?
AtThis 1s semething we arc going to discuss and work out together. That is the reason
¥hy locluding in our parcicipants are the Secretary of the Treasury and Herb Stednm,
_ The general characterization of our posture now is that we are going to be in a listening

“mode but a sympathetic mode and we wont to see how we can be most helpful in helping the
Isracli govi. put into effect its plan.

o S L

=
-

QiPates said & few days age that he is not goling to be paking for any specific wupplemental

aid on this tri; - ure you locking For a lomger range plan - what type of economic plan?
A:T think the vreny 'ecus ix aid program, The right focus 18 a4 long term and comprehensive
Israell economic p ram that will be to the vestoration of help to the Iscaell ECOnomY ,
Stop gaps and qu ix bridying arrangemenis may indeed turn out [o he part of that, bure
the focus 18 gudir ¢ be on A long term,

hi?lll thera hi corrmany on the algning of the free trade legislation?
ATThAt is one wi havea' r answered yel. We are in the process of getting the enabling lewis-
L o% pncpctiations on the free trade area are not quite complete yet,
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We are cver the watershed and it 1s not going to take a long time to rap them up, but
B little more has to he done.

Q:0n the troop withdrawal - can you summarize for us what the US understands to be
the position of the Lebanese and the Israelisz at this point. What might be done to
BArrow winat you called wide differences .

Atl am oot prepared to do that at chis point. Our underatanding is scill in the cate=
gory of diplomaric communications berween governments.

Q:Will there be any efforrs ro Eet anything woving on the September lst plan?

A:At this point, I wouldn't see too much that is realistic. We have just had the ..,
Tsraeli elections and the extrsordinary effeorr that went inte forming thies coalition

gove. It is well known that the arca of Hiddle East nefotiation is the one that has

been probably the most difficult for this undty govt, to resolve within 1cnelf and ite

foing to take some time to sort that out. For our part, the President rveafiimmed In

his UN General Aasembly address that nur policies are based on hlu Sept, ! initiarive.

Wa will be discuseing rhis subject with the govt. of Iaras] and we arc In a mode char

We want to take advancage of any opportunity thar axists te broadcn peace and we dg

ROL Wwant to mies Aany opportunities. We want to try re work o Ery To creale an atmosphere
that will make those opportunities possible.

Q:The Lebanese govt,. has the power to influence these Baps or should you be talking ro
Bamagcug?

A:Obviously, peopleé in Damascus are not unrelated to that problem and the Secretary of
Erate 1s mecting with the Eyrian Foreign today up in New York.

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

A:That is not a decision that has heen taken yer. We are not engaged in any formal
negotiations of mediation. We have besn engaged in exploring the posiclonas of the parties
to see whether therc is a helpful role that we can play, but we are pot sure there is. .

Q:0n the aid package - 15 the US Ervt. willing to give the loans that It has provided
Istael over the last 20 years and also, lu the Bovt, willing to grant permission to
Iarael to other countries which receive creditg? And to use those credits to by
goode from IsPacl

AtThere sre a lot of possibilitics that have been explored and apeculated about in the
press and it is premature to talk ahout whar kinds of things might be done. Those dec-
isions are only going to be taken in the context of lar#al's pwn program, which we

really do not have fully spellcd out to us yYet. Onc thing for sure is that Congress is
golng to approve the FYE5 assistance program for lsrael and those funds will be available.

g1 Talking about the Israelis program = wen't the lgracli's overall program be an US-
Israeli program fn the end. We are talking obout & lot of fnput by the US and a lot of
our economic advisera and & lot of our #8llars Bolng inte Isreal - 80 we will have & lob
- of inpugt .
AtIr is an Israeld plan. If wou're talking about the way the US assiscs, you have &n
overall Iaraeli annual budget ir the order of 320 billion dollars, vou have an cconomic
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2 Bido you expect any discussions of scttloments!?

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

=  discusslon of settlements,

_'_ §:R1ill Arik Sharom be part of thie delegaticn?

~ AiNo, he will not.

— O:Is the US view thar Israel would benefit in its economic performance 1f it drops .

~ wage-indexing?
AiTl do mot know if we can be that affirmative on any one single measure. What yau

~ are looking at is a comprehensive spproach and isndexing obviously fits into that

" but I do not think that we want to point o any specific messure or action as belny
indispensable or the ahsoluce condition.
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Meeting between Prime Minister Peres, Vice Premier Shamir, Sec. Shultz.
l‘llhin.ftn-n -- Dl:tnb-lr B, 1984, 09:45 .~

SHULTZ: Welcomed the visitors, expressed confidence of continued close

cooperation, AND THAT THE VISIT would be & success,.,

| PERES:: Thanked Shultz for his help; peinted cut that despite differcnces
of opinion in Israel there is & united govermment with - CONSTRSUS .

' IsTael is a good and reliable friend of the United 5tates. Iszael is

| . cne of the few democracies "with pguts" other than the United Statas

itself.

SHULTZ: We will be discussing a mumber of issues Including security.
Obviously economic issues will be the main issues and we have & line of
analysis on this. I suggest we form & jolnt body to examine things --
something similar to what the JPMG is doing, except that it will be
on economic issues. As to the FTA, I believe we have settled matters
of principle, Congress hasn't finished legislation but there was no
controversy on the Isrtael issuves.
| . The other issues we will be discussing are :
| Peace Process
Quality of life
Egyptian-Israsl relations
We want to meke the meeting with the President the centerplece of
your wisit and thersfores | suggest we don't apnounce dnylthing until

that meeting.

PERES: 1 agrees.




a AYn

SHULTZ them asked Murphy to give & briefing on his latest talks and

suggested that Murphy elaborate on them &t & separate later meeting.

MURFHY: [ talked T0 Haddas who Sa&id that the issue of the terms of
reference for UNIFIL is something to be settled by the Lebanese
government and the UN and there was mo Syrian role in this, he
submitted no specific ideas. He, however, was adamant against
using Lahad's forces for this. The Syrians understood the need
for direct talks between the LAF and the IDF. They consider
TIMAC as & logical framework but are willing to consider others.

As to the desands that they prevent infiltration and refrain
from moving their forces, their reply was that it's unjustifiable.
They affirmed that they want to continue the dialogue with the U5,
They didn't specifically reject the two demands (movement and
infiltration) but just said they are unjustifiable. He just
repeated that one sentence and it was clear he had strict marching
orders.

I also had talks with Cemaysl and EKarameh wvho agreed to explore
possible uses of UNIFIL. They accept the Israeli proposition that
UNIFIL should have the suthority to replece Israel forces from
arcas evacuated by Isracl. They understand that Israel wants
UNIFIL to expamd morth to Awali rather than south to the border.

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

However Shara, was less abrupt and simply stated that ILMAC
was the most IWI‘I:& framework for direct talks.

. -
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Karameh was willing to mccept someé UN auspices but preferred
US rather than the UN.

Karameh hod also had talks with the PLO [(Khaddum and thelr
UN representative) and the PLO informed them that they had no plans

| to move south. Kerameh sdded that PLO movement south would be

unacceptable both to the local population and to the Lebanese
government. [ (Murphy) expressed concern as to safety in the
camps and Karameh told me that everything would be OK so long as
the PLO stuysd out of the south, south presumably meaning south
of Awali.

. The Lsbanese were told by Urghart that if they want a UN
Tole they have to ask for it specifically. Karameh will be
going back to his Cabinet with this message.

However, after talking to Urgqhart, the Lebanese will be
geing for a simple renewal of the UNIFIL mandate accompanied
by the report of the Secretary GCensral exploring possibilities
for the future.

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

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

MURPHY: The only thing we have is that Assad said he doesn't
want UNIFIL close to the Syrian border.

PERES: Did the Labancse set out limitations?
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MURPFHY: I didn't go into any details with thes and even Assad was
not precise. I think that if there is a UN framework for negotlatins
they will be willing ©o go doto fthis 1ssue. Earameh originally
talked only about ILMAC but was willing to move to & looser
framework .

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

but I sald that as far as Israel was concerned, it was unaccaptahle

Throughout the talks I had with Kerameh, I made the point that
direct talks are neaded. 1‘hml eould be military-to-military talks
under some auspices. The gquestion is how do we go about with this .

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

BCONOMIC ISSUES

PEPES: Described the austerity and restrictions of the early years

of the State and the subsequent freeing of nearly all restrictions.
Apparently we went too far in this direction of freeing all restrictions
and we made mistakes. .

Israel's military budget reflects not the size of lsrael but

the airo af Israsl's enemies. We neoed an army capable of deterring

the collective might of all Arab armies. The United States has
- helpod-us balance the Rusaian support the Arabs sre receiving.

. A
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This support is given principally by Russia to Syria and Libya but
was previously given to Egypt.
Our total budget is some 21 billion but of thar 10 billionm is
repaying debts, internal and external.
This leaves us 11 billion of which 4% billion is direct military
budget. The total militury budget including indirect costs is
aven higher, the real cost is some 5 - 54 billion out of a total
of 11.
There is agreement in Isrsel that what is needed 1s to combat
the high inflation and the trade imbalance. All our economists

suggest cutting the budget, reducing the standard of living and 2

taking measures to arrest inflation. This, in addition to renewing
growth in the sconowy.

Ne have-already cut our budget by ome billion. All the Cabinet
agread to do this collectively; the problem is that then each
. Mipister proceads to fight his individual office from having to

endurs drastic cuts. We have already cut off 300 million from
dpfense, this %o be carried our over & 12-soath veriod. _Since- e

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

few months.

we hava reduced subsidies by 300 million out of & total of

“f00 million subsidieés for exports and 1.2 billion local subsidies.

SHULTZ: The FTA, as you know, calls for resclution of the export
subsidy issue.
. -8
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PERES: We are aware of that and we need the subsidies to cover the

differsnce between the high US dollar and the lower Eurcpean currencies

which is where our exports are primcipally directed.

We have also cut 100 million from educstion and 55 million from
health.: We hawe cut socirl services. obalice and relicious services.

Of the total cuts, B70 has already beem agrecd upon.

There are ecomomists who are calling upon us to make a cut of
2 billion. They point to defense as the only vlace from which such

a sum can be cut. We can indeed trim our budget

our defense but the question is should this be done.

We have also tried to reduce consumption by 5%, by temporary
prohibition of the importation of luxury items and we have limited
fore{wn. currency_Ispaglls can fake sbypad. _ Iszsells spent gne

billiom dollars abroad-last yesr and we cannot afford this. We

Ey oven -have-to cut the foreign currency allowance Further but

thiz of course might encourage the development of & black market.
We have imposed increased taxation on the better-off population.

All these measures were done In two wesks.

As you know, the

governmant has been in existence for only three weeks,

We arc now approaching the third phase of our economic program,

that of & social contract which would imposs & restraint on wages,

prices and taxes. We wish to do this on & voluntary basis,

know you have tried during the Nixon era and you imposed legal

oA

by weakening

I



498/

SHULTZ: It was the worst decision Mixon ever mads.

PERES: We have formed a soclal-economic council composed of six

ministers, six representatives of the employers and six trade
unionists and they have formed a technical committee to study

the issue. If we can reduce the inflaticn rate to 1i% a month,
then we do not have to pay a monthly c¢.0.1. allowance. 1f,
however, the inflation s at the rate of 25% a month, I cammot
expect salaried employees to forfeit a month's c.o.l. allowance.
That would reduce thedr salaries by 25%. Since the average

wage is $250 and a Prime Minister gets §750 & month, such s

cut would be unacceptable.

We have two ways of proceeding. The first would entail
getting labor and the employers to agree on & freeze of production
costs for 5 months and we would cut taxes during that period.
¥a would reduce employwers' participation in_ fringe benefits, cut
subsidies and get employers to agree mot to tie their prices to
€.0.1. index.

The second slternative (which I personally favor] is to
concentrate on cutting fringe bemefits and hope we can bring
inflation down to less than 120% a year.

Whatever steps we take, we have to be careful to prevent
unemployment. We have some 50,000 youngsters leaving the army
every year and we have to provide them with employment.

..
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I wish to put special emphasis on our need to restructure the
economy. Some of our industries such as textilc Lave obsolete
equipment which needs renewing. We have to double our productios.
We need investment from both public and private sources. With

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

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

e imdted -Stares we are the only fighting democracy in the world. We

23%-a -JembEiatii rpedple Wiih “ihe guia to Fight and we don't ask

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

would look liks South America.

T rhink you spend about 130 billion on NATO. They spend
4% of their GNP on defense and your participation is some 44 to
the dollar. -

A reduced Isreell military presemce would invite Arab
aggression and slthough we would like to be able to cut our
defepse budget further, it would seriously weaken our defense.

In 1973 you gave wus 2.6 billion mid (half loan half grant).
Ten years later the dollar has lost 50% of its purchasing power.

STEIN: Even moTe.

..o
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PERES: PFurthermcre, the price of arms has gone up. An F-4 costh
$4 million mnd an F-16 now costs $40 million. These modern arms
strtract oui—best technicians away from industry. The Arabs continue
to buy the best US technology.

A tank that used to cost $200,000 now costs 1 million. U5,
aid of course has not incressed ten-fold.

The Yom Kippaur Mar cost us between 6-8 billion and the
Labanese war between 2-3 billion. The transfer of the IDF from
Sinai to the Negev also cost us & great deal of money although you
helped, mostly in loans.

Israsl faces the choice of improving our economy at the
expense of cutting defense. We cammot afford to cut defense
and this is s major difference between Israel and say, Argentine
or Mexico. If our defenses bocome weaker it will not be & secret
from the Arabs. We appreciate your help in sharing ocur burden.
You participate in three cemts for each dollar we spend on defense.
In Burcope your participation ls 5 cents to tha dollar. Further
cuts in our military expenditure would have political and military
CONS SUENC 85 .

We have already taken serious economic measures, although
cthey were bt perfect, we decided that it 15 better to take™
immediate, imperfect measures, rather than walt for perfection,

As T pointed out, we have cut our budget, restrained the standard
of living and are working om the restraint of our foreign currency

imbalsnce. Consumption at home is already down by 5%.
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SHULTZ: I rl.].'lpl.'ﬂ::iltl the start you have made on economic mesasures.
As to defense, your question answers itse!f. When you talk
to the President you will find that he is a strong believer im
that it is wrong to compromise on defense expenditure. He
doesn't flinch on this issue and he will have an intultive

understanding. The military and economic approaches have to

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

later. As to modern arms, my instinct 1s always that one should
try and stay on top of it technically. You won't find anybody
here who wants you te reduce on defemse , although an arrangement
in Lebanon might help to reduce your costs. I suggest that
thiz sfterncon-parallel to Murphy's group we sot up an economic
group. I see three different types of problems. First, the
rate of consumption in Israel exceeds its production and the gap
is filled by grants and lemns. The question is how big will
that gap be. This lies behind the foreign exchange problem.
Sacond issue is the rate of inflatiom and it seems to be escalating,
not stabilizing. In such circumstances the currency becomes
irrelevant and economists must look for other means. This could
be barter or dollars. When that happens the classical govarnmsnt
economic tools are lost. This lsads to the nesd for dracomic

ctans . coMe —for our part, may ba able to help you vis-a-vis the

flow of funds. We went through similar problems in the early
part of this Administration. The problem is when people lose

confidance, N¢ therefore have to look st the problem of genulne

U
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__jrowth aspects of your economic structure. We have consulted

private economists.

STEIN: We wonder whather the steps you have taken add up to =
solution of the problem. The problem is excess of consuaption
over production.

As to your restrictions on import, the question is what
will -heppen to the 500 million dollars of income made svailable
locally.

You have the problem of credit. A further problem you have
is the u;;hmg-u rate of the sheksl. You nesd to direct production
to export and nothing will help more than a competitive shekel.

You have a great deal of labor employed by the government
section and this is not productive.

Your margin of taxation is far too high.

And you certainly must get back to growth in the sconomy.

PERES: We have already agreed to reduce the government labor force
by a process of attrition.

We are worried about the drain om our foreign currency and
that is why we would like to receive from you a safety net.

We need from you a ray of hope and we have nowhers else
to go but to you. We wish to open our private seclor more.
We want more involvement of the U.S, business comsunity amd
we will try to adapt cur methods to yours. It is more important
that there ba -pluym: than who owns the means of employment.

. P
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We have & gap between exports and imports of 5 billion dollars
s year, We will have to inmcrease our exports by 8 billiom in the
next four years. We would like to have your assistance in
guarantees for investments of some 10 billlon over the next
four or five years. We believe that we can mobilize investmenl
from businesses and from the Jewish commumity, and that we can
make Israsl an attractive place for investment.

On specific requests:

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

SHULTZ: We are suthorized te release it in the first quarter,
HALPERM: Could it be done in the first month?

Epans:

(2) We would 1ike s safety net whereby you declars that
you can provide us with 850 million in stand-by loans in case
of an economlc umtmpﬁ.

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

SHULTZ: We understand that your costs may be escalating over
the next few ysars. We might even discuss it in the JPMG.

./
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PERES: It should be remembered that whem FMS was transformed
to all grast the sum was reduced from 1.7 to 1.4.

(4) We would 1ike to extend the off-set arrangements by
which 150 of our purchases are purchased back by U5 grants.
We would 1ike to see this extended and raisedif possible to
20%. We would also like your assistance ln facilivating U.5.
offshore purchases.

{5} ¥e mould like to continue the 150 millian dollar grant
for Lavie production in Isrmel.

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

we would like your assistance.

MERON:

- m——

(7) We would also like your approval om the phasa 3 of

the Lavie.

" SHULTZ: There are problems on the technical transfer but we
will look into it.

PERES:

(8) As 1 have pointed out we are cutting our budget but
nevertheless over the years 85-86 we will need an increase
of 1.5 billion ESF. In this regard ome should take into

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

Lo
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Becoming less specific, we would like your assistance in
restructuring our economy and tm:f-nnln:?ﬂﬁluruuur: into
a modern one. ‘This will require 10 billion dollars -- half of
which T belisve we can provide from our own economy. On the
other half we need your help in loans or guarantees of losns.

We cannot live forever on AmeTican aid and the day will

comeg when we will stand on our own.

HALPERN: We would also like to thank wyou for vour _help on the
- - L Fid-and to request an early reduction of tariffis.

] TR EEy YR W T

SHULTZ: The FTA for me was & labor of lova.

On the question of investment and the question of your
economic plans, study is needed. This sort of thing has to |
k be worked out but there is more than ome way to set about it. |
For instance, we could u::::;qnn-m Bank. The important

thing is to creats a climate where people will want to invest.

Az to the safety net, 1 suggest I discuss it privately with

k i you and Shamir and Pon Regan as it has to be handled carefully.

| I suggest we do not inform the press of the details of these .
discussions and we will try and let the President make any

anncuncemsnts that have to be mades.




Meeting between Prime Minister Peres, Vice Premier Shamir,
and Secretary Shultr.

# State Department
October 8, 15:00 hours.

SHULTZ: I am glad that Kimche and Armacost will be continuing the
» Elsche-Tagloburger dialogus. The issues are not bilateral but [

find them very useful and reconfirm that the process will cuntinus,

PERES: 1T am also satisfied and suggest that it continue and cover

as many subjects as possible.

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

In my recent discussions with Gromyko we discussed UNIFIL.
He gave the impression that he didn't foreclose an extended mandate
and that he would agree to whatever the Syrians want. [ must re-
emphasize we are not plamming a Soviet-U.5. condominus,

We Taised Human Rights concerns with thea including some

specific prominent personsalities and we shall continue to hammer sway.

.
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The Soviets advise that the lssue of private individuals be desit

with in private matters.

~ PEREST Shamirmet with Gromyke and Gromyko raised the Russian
desire for an internstional conferemce om the Middle Bast. We
are totally against it and are uncompromising. If the Syrians
came to & conference with Jordan and Egypt it would be Syria that
would set the tone .
~ - ——were was an-unofficial Russisn delegation in Israel and we
pointed out that the Soviet Union not only tukes the Arab side

it supports within the Arab world the position of the rejectionist

front. [Israel will oppose any Russian participation unless Russia
takes a middle ground on the conflict. [ should add that if
Russia joins the peace process they would take the Arab position
which might force you To identify yourself completely with the
Israel position and take & totally pro-Israel position. I think
you do not want to be in such circumstances. We also pointed out

to Gromyko that without Israsl thers would be no confersnce.

SHULTZ: We share your position on an international conference.

PERES: Sovist Jewry continues to struggle and we must continually
raise this as the Soviets are sensitive to world opinion.  Senator

Jackson proved this. As to diplomatic relations, we are willing

Pt ”
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to renew them but since it was the Soviets who broke off relations

{t is up to them to renew it.

SHULTZ: 1 suggest that your Ambassador arrange for Jsra=ll techmical
paaple to_have talks with our people about cesh flow. I don't

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

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

Jerusalem.

SHULTZ: On the Jolnt Economlc Planning Group, I sec it ac having
a very important function. Its mandate is for future potential
dewelopment.... The group will be made up of full-time government
employees with Under Secretary Wallace as Cha irwan . They will
have help from the different government agencies, Assistant
—Seereotary of the Treasury Mulford. and a reprosentative of the
STR. We anticipste that the group will be associated with
private economists who will participate unoficially as advisers.
Tiis "Cheacman will-0w Heth STEIMT AT vhe-process-Luke: hold, -
we cught to get key members of l.;n:_n;rns o 51T in the Dalks.
We would also like to immediate messures and we could
commence within a weok or two. This could be in & manner similar
to the JPMG which started without & clearly dofined mandate.
If we could work st a reasonably intensive pace till January

we could present it to Congress as & funding request.

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

afficials.and supported by advisers and possibly MKs.

ﬂ-ﬂ}__iﬁ: The JPMG announces its meotings but has never announced
the agenda., So far there have been no leak problems and maybe
we could adopt the same Jysiem. Eventually , of course, the
idess will become public but it is easier to work if in the

meantime they are not leaked.

JPMG

s e

I suggest we just reaffimm that the JPMG talks are going well.
PERES: [ agree.

£HAIN: The next mesting will be in Washington and I have just

arranged with Mendy that it will be between the l5th and 17th of

JEMUATY .

FEREs — Tho-have Isrseli governmsnt approval to go ahead,

EPAIN:

———

SHAMIR: Spain is the only WesteIn country which has no relatlons
with us. Their reaction is always to say yes in principle and To
add that it is a matter of timing. U.5. help on this issue would
be apprecisted.

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

PERSIAN GULF

SHULTZ: The situation appears to be at a stalemate and apparently
the Iranians will not carry out their plamned attack. The U.5. for
its part has tried to project a deterrent capability. At the same
time, we have made it clear to the Soviets why we are there, what
we will do, and what we will not do. The fact that we have oil
reserves for 100 days is a strong part of our stand. We are
encouraging other countries to maintain similar reserves.

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

The Gulf tanker war increases the importance of laying the
pipelines through Saudis, Jordan and Turkey.

PERES: Our impression is that there is a slight reduction in
Iranian oil production but basically oil flows nnnzgny.
e

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

As you know, we attach grest importance to the Red Sea.
We are apprehensive sbout & military buildup there. We have

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

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

When the President of North Yemen visited mﬁm he said
that both Morth Yemen and Bthiopis want to see the Red Sed sSecure
gnd fras . . We have to think ¥ =n overall approach. The Saudis
are going ahead with the building of their pipelines on to Red
Sea poTts -

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

will remain free of any threats.

SHULTZ: Let's put that on the agenda.

FRENCH-EGYPTIAN INITIATIVE

P =1

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

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

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

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

government .
The PLO is said to be the representative of the Palestinian
~— people. In my Opinion repréf#nthvives poim tegitimacy by doimg—
5l - ihings for-their people. The PLO has mot done so. We should
"—.i7y.znd <do something for them. Ghamir and Arens have given ma
impressive figures about their improvement in the standird of
I ; *  living. Howeéver,K I still remember seeing them in 1974 in Camps
. in Lebanon. These people are very capable and we must give thom
something to push for.
There is an interestiag private group belng formed in Lhe

United States to take am interest im this issue. Tt's forwed

w sqppefgerioenr,~Jcus-and -Arabs, and they were thinking of starting
with & hospital as & first project. I suggested that they
concentrate on business opportunities.

PERES : (D-n-nrl'hl-d at length the geographical and demographical

mmtirln! the West Bank and Gaza and the difference between
. north West Bank, south West Bank and the Gaza District. The

Prime Minister elaborsted on what had been done in tho fields

of health, vocational training and the provision of utilities

with special emphasis on education. The Prime Minister described

the economic situation in Gaza and gave details of the local

fishing indust nn)

Lk S i B
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Basical ly-West Bank—Arabs are either pro-PLO or pro-Jordan.
-_'l'h- PLO are not constructive and we regard them as negative.
- ~However; weé have no objection to preo-Jordanian activity. We
hope we can persuade the local Arabs to have a dialogus on real
issues.
We have to enable them to open their own financlal institutions
including Banks for investment and for channeling income. We
are thersfore granting permission to open & bank.
We have granted permission for the opening of two pharmaceutical
factories. Reluctantly, however, we did not agree to oponing & .

cement Factory. We want to be sure that it would have a market.

If we could be sure they would sell their prpduce to Jordan. we
would have mo objection. Our problem is that we have two or

three factories with an excess capaclity. Our economists are
looking into the whole issue.

SHULTZ: Competition may be & healthy thing.

— s= s o DEEEE: - fprthar step we ars taking is to epcourage industrialization.
Short of direct PLD investment there will be no restrictien en .

fnvestuents. —— e i T
We have-also raised-the amount of foreign currency that can
be-brought inte-the West Bank from 3,500 to 5,000.
They can invest where they want, in East Jerusalem or in
- Ramallalr, —Armand Hamssr told me he is looking into investments
from Arab bankers and I sald we had no objection.

.
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A5 ¢ universities, we have cpened four gquietly.” There
was * onc university, in Nablus, where they wore distributing

literature on how to produce bombs amd molotov cocktails. We

postpened that opening but even they will be opened in November,
As to censorship, we discovered there was & backlog of

1300 books, The censorship has beem lifted from 1000 books

and for instance, we allow Jordanian textbooks with pictures

of Hussein., The only problem will be books such as those we

found teaching arithmetic as to how many "Jews were killed."

As to municipalities, wost of thes are now run by Arab

WRYOTS . Oaly five are run by Israslis and we intend to replace

them with local Arabs. We have problems with the younger mayors

trying to prove they are more nationalistic than their predecessors,

e - s e —Haysrihelews—we- allow free travel abroad for any purpose except
perhaps for paying a visit to Arafat in Tunisia.

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

R e —¥e—want to-increase job opportumities in the West Bank both

because of our own internal economic problems and in order to

. lessen their dependence on us.

SHULTZ: I found that very interesting and promising and we will
feal very comfortable trying to help.

RODMAN: They are certainly positive steps. OUnme other lssue is

that of U.5. aid administered through PVOs.
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PERES: There is no problem if it is mot done through the PLO.
RODMAN: Our aim is to strengthen moderste Palestinian businesses.

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

PERES: Explained the tax system. in the West Bank and the relationsh:
betwiaen the loval and Israeli authotities.

ISRAEL-EGYPT

FERES: We have suggested to Mubarak a Susmit mesting which could

be anywhers even on the border, between Egypt and [srasl.
Mubarak didn't refuse it but stated that it must be carefully
prepared. He mentioned as issues: Lebanon, Tabah, and the
Palestinian issue. I felt his mention of Lebanon was lip-
[ = =+ =—sarvice-us he knows we want to get out, On Tabah, the guestion
of a joint veaturs has been raised., Our Cabinat has not yet
dealt with the Tabah issue. We don't yet know whether it is .I
a Teal issue for Egypt or just an excuse. We are very dis-
- = - ——— appointed thot-Egypt has not maintained normalization , not just
Anbassadors, but slowing dowm also of commerce and tourism.

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

-l
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Hammar suggested a scheme whereby we would produce phosphates in
the Negev in exchange for natural gas from Sinai. Investment
would ba 700 million to be invested half in Egypt half in Israel.
Hammar is willing to mobilize the sum.
Shamir and I will look at Tabah l:;?hif it is & roal issue,
We will take steps on the quality of life and on Lebanom,
It should be remembered that Egypt geined a lot from peace |
including the oil for which we pay. You have alsc linked i
your aid to us with aid to Egypt. They got all the territory, i
oll and aid, There must be a mutuality in reletions. There (i |
a2 need for them to move. |
Shamir and Magid had & good meeting butr Magid came out

with & nasty statement. Magid was angry at Lewis suggesting

splitting Tabah.

LEWIS: [ did not suggest it] in fact I heard it from the Egyptian
Consul in Eilat.

PERES: Please look into it. '

"
SHULTZ: Our impression is that Tabah 13 real issue. Ne are

willing to look at it but I will be very careful because of my

experience on the issue of ambassadors.

X
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(The Secretary suggested this be discussed in » ssaller forum.)

DEFENSE [SSUES:

PERES: We need U.S. permission to sell old U.5. weapons io various

third countries.

— WERON.- TUEL-wedpomw-in particular is the question of sale of old

-—_— — enynpdos to & third country in the Far Bast. It's important for

&

us as an opener to that country.

SHULTZ: Military equipment to that country poses @ lot of probleas.
1'11 keep it under careful consideration.

ald
MERON: (agreed to provide General Chain with a list offequipment

that we wish to sell to third countries) .

} /ﬁ’: rT
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GOVERNMENT OF ISRAEL
STMENT AUTHORITY

PARTICIPANTS IN THE PRIME MINISTER'S MEETING

HEW YORE OFFICE:

1} Mr. Glen Tobilas -— Bear Stearns & Co.

2) Mr. Henry Taub — A.D.P.

3) Mr. Bernard Schwartz -— Loral Corp.

4) Mr. Leon Machiz -- Avnet Corp.

5} Mr. 8. 6. Passoulis -- C.I.C. Internatiomal Led,
6) Dr. Jack Goldman == Private businessman

7} Mr. Marshall D. Butler -- A.V.X.

FHILADELPHIA OFFICE:

1) Dr. Stanley Crooke -- Smithkline Beckman Corp. .
2) Dr. Coleman Raphael -- Atlantic Hesearch -

3} Mr. Felix Zandolan == Vishay Intertechnology

4} Mr. Leon Riebman -— A.E.L. Industries

5) Mr. Albert Soffa == EKulicke & Soffa Industries, Inc,

CHICAGO OFFICE:

1) Mr. Lester Crown =-- Henry Crown and Co. (General Dynamics)
2) Dr, Martin Weinstein -- Chromalloy American Corp. :

3) Mr. Robert H. Malott -= F.M.C. Corp.

4) Dr. Joseph E. Rowe -— Gould Corp.

5) Mr. David Familiant -- Centrol Data Corp.

LOS ANGELES OFFICE:

1) Mr. Larry Baufman -— Teledyne
2) Mr. Allen BRothenberg —— The London and San Francisco Ce. Ltd.

TEXAS OFFICE: "
1} Mr. Charles E. Hurwitz -- Federated Development Co.

BOSTON OFFICE:

1) br. Eugene Rubin -— Sanders Assoclates .
2) Mr. Larry Larson == Recon-Optical Imc.

3) Mr. David Friedman =-- Computervision

4) Ms. Ilene B. Jacobs —=- Digital Equipment Corp.

Empire State Bailding, 350 Filth Avenoe, Mew York, %Y, 10001, USA = 212-560-0610 « Cable: MEMISKAL SEW YORK * Telex 42302
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United States Department of State

Washington, D.C. 20520

October 9, 1984

Fbr the Prime Minister from President Reagan

Williamsburg "Letter Opener and Paperweight"

Latter opener has a rosewood handle that has a
sterling silver Presidential Seal on it and a
gterling silver blade; the paperweight is
inspired by the 1820 Seal of the United States
{The Great Seal) and is made of pewter and
rosewood.

For Prime Minister and Mres. Peres I

Personally inscribed photograph of President

and Mrs. Reagan in a navy blue leather frame
with Presidential Seal.
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= THE WHITE HOUSE
y
DR,;‘\}‘-E Office of the Press Secretary

For Immediate Release October 3, 1984

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

The Scuth Grounds

1:32 P.M. EDT

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

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

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

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

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

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

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

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

aid.

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

The establishment of a free trade area between our
two countries also offers great promise to Is;ael's economic future
and to the United States. This will be the first such agreement

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

We also discussed the situation in Lebanon. The Prime
Minister made claar the firm Israeli determination to withdraw fully
from Lebanon as S00n as security arrangements can be put in place to
ensure the safety of Israel's northern border. I reassured him that
the United States stands ready to help, provided the parties concerned
want us to play this role and are committed to finding answers to the
difficult issues involved.

i

We agreed to stay in close touch on this subject in the
days ahead. And, finally, I reaffirmed our fundamental commitment to
Israel's national security. I'm pleased that we've agreed to consult in
a systematic way on the U.S5.-Israel security assistance program, a way
that contributes most effectively to Israel's overall national security
and the maintenance of its gqualitative edge.

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

neighbors.

Qutstanding steps in that direction are United States
Security Council Resolution 242, the Camp David Accords on the historic
Egyptian-Israell peace treaty. I reaffirmed’ today my initiative of
September 1, 1982. At that time I set forth U.5. positions designed to
bring the parties to the negotiating table, presumably with their own
positions.

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

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

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

I would like, from the outset, on behalf of all Qf the
pecple of Israel, to thank the President, the Congress, and, first and
foramost, the people --

MORE




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

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

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

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

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

Mr. President, our land is not a land for skeptics, but
a cradle for believers, and this is more important than any passing
aconomic difficulty. While we certainly build a primary responsiblity
for dealing with these problems and we have demonstrated our rasolve
with regard to each, neverthelecs, the support of the President, the
United 5States Government, and the American people is a source of
strength and inspiration to all of us.

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

Mr. President, the Democrats say your age 15 now a
legitimate issue in the campaign. Do you think it ocught to be, sir?
(Laughter.)

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

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

END l:41 F.M. EDT
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PROPOSED DFPARTURE STATEMENT BY THE PRESIDENT
ot Jo. 9P

We've just® completed an Intensive round of discussions with
Prime Minister Peres and Vice Prime Minister and Foreign
Minister Shamir. It has been a particular pleasure for me to
welcome Mr. Peres to the White House in his new capacity as
Prime Minister. Mr. Shamir, of course, has been a fragquent
vlsitﬂrlfé Washington and I am very pleased to meet with him
again. Let me at this point pay special tribute to the

leadership gualities of Prime Minister Peres and Foreign

Minister Shamir. Both have shown courage and determination to
put aside partisan politics and join together in a government
of national unity in order to deal with Israel's most pressing
problems. To me, this clearlv demonstrates the strength of the
democratic process.

In our talks, we focussed on several issues. We discussed
in some detail the plans of Prime Minister Peres and his
partners in the new unity government for revitalizing the

Israeli economy and putting it on the road to sustained

recovery. I am impressed by the bold and wide-ranging steps _'.
the Prime Minister and his Cabinet colleagues are planning. I

know from our own experience how difficult, and at times

painful, the problem of economic readjustment is, yet how

vitally important a strong economy is to national security. We

have made clear our willingness to continue our dialogue and to
cooperate with Israel in the best way we can in this difficult

endeavor as Israel proceeds with its plans.



The new Government of Israel has already taken some steps
to reduce inflation and increase economic growth, and it is
famiﬁﬂq additional steps toward these goals. The economic
support funds and other funds that Congress has appropriated
for Israel thus come at an cpportune time, for they will enable
Ierael to develop its programg without havinpng to divert undue
attention to balance of payments problems. Should such
problems tsSRET—#ex arise, the U.5. Government will m:m

the Israeli government to avert them.
Looking beyond the problems of the present, Prime Minister

Peres has described a bright vision of Israel's economic future

as a dynamic competitor in world markets. BeTAUEE AT Jwwe-

M

m,\&{have agreed to explore with Israel wavs to

enhance its growth and development prospectg through struciﬂrul
G35 wel' G5 ArmeAle— a

adjustment, increased trade and inveatmen:q. Prime Minister

Peres and I have decided to establish a Joint Economic

-4
. . , < .
governmen a};ﬁ? discuss Israel's economic recovery and e

Development Gro of eco ic officials from our two pfﬂjl
e

development program. This group, which will also receive

advice from distinguished U.S5. and Israeli private economiste,

will be an important forum for exchanging views on the full

range of economic issues and examining ways to help support

Israel's efforts.
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The establishment of a a Free Trade Area between our two
countries alsc offers great promise to Israel's economic future
and benefit—te the U.S. This will be the first such agreement
we have entered into with another nation. Prime Minister Peres
and I hhv-kin:tructnd our delegations to conclude
hﬁ!i:nigntlilfunu within thirty days. I am confident that this

unprecedented agreement, by expanding Israel's export markets

to the United States, will be mg important ¥ in helping

Israel on the way to economic recovery. It will alsoc boost
U.S. exporte to Israel.

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

issues involved. We agreed to stay in close touch on this

subject in the days ahead.
Finally, the Prime Minister and I also discussed another
matter that ie basic to our relationship -- Israel's defense.

I reaffirmed to Prime Minister Peres the fundamental commitment

of the United States t erael's national seeurityq I am

pleased that we have agreed on a process to consult in a



systematic way on the U.5.-Israel security assistance program
go that it contributes most effectively to Israel's overall

national security, and the maintenance of Israel's gqualitative

EdEE- u@ :-“;,"“_’fﬂ .I;,J’F"'h f..r.n"?" —_ H_ﬂ;‘rﬂf:::ﬁ

““;E%*-'I nndgrclnnr to the Prime Minister ugg hise colleagues our

firm commitment to the goal of a just and lasting peace between
Israel and all its Arab neighbors. Outstanding steps in that
direction are United Nations Security Council Resolution 242,
the Camp David Accords, and the historic Egyptian-Israeli peace
treaty. I reaffirm today my initiative of September 1, 1982.
At that time I set forth U.5. positions designed to bring the
parties to the negotiating table, presumably with their own
positions. The Prime Minister stressed that his government is
also determined to move the peace process forward. I join him

in that great and common ocbjective.
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STATEH OF ISALEL GOVERMNMEMNT FRLESS WUFFIS

From the elecironic media.._

JERUSALEM, 7 OCTOBER 1984

PERES HOPING FOR COORDINATION WITH U.5. ON ENDING ISRAELI INVOLVEMENT IN LEBANON
I.0.F. RADID MORMING NEWSREEL, 7.10.84)

PRIME MINISTER SHIMON FERES MADE THE FOLLOWING STATEMENT AT BEN-GURICON AIRPORT
LATE LAST NIGHT (SATURDAY) FRIOR TO HIS DEPARTURE FOR THE U.S5.:

*T AM GOING TO A COUNTRY WHICH HAS BEEN FRIENDLY TO ISRAEL EVER SINCE THE STATE

OF ISRAFEL WAS BORN, AMD 1 AM SURE THRT ON THIS TRIP, I WILL FIND A WILLINGNESS

T0 LISTEN BOTH TO THE POLITICAL PROBLEMS AND TO THE OTHER PROBLEMS, CHIEFLY

BCOMOMIC, WHICH ISRAFL HAS. ON THIS TRIP, I WILL LOOK INTO THE POSSIBILITY OF
REDUCING TERSION IN THE MIDDLE EAST, OF ARRANGING MATTERS IN SOUTHERR LEBANON;

AMD I WILL MAFE A COMPLETE AND FAITHFUL PRESENTATION OF ISRAEL'S FCONOMIC

PROBLEMS == WHICH ARE NOT REASY ONES, AND THE BULK OF WHOSE SOLUTION LIES WITH .
U8, THE TRIP TO THE U.5. IS WOT A SUBSTITUTE FOR EFFORTS WHICH WE MUST MAKE AT
ROME . ®

Oy WHAT LEVEL OF FIRANCIAL AID WILL YOU REQUEST?

At I WILL REQUEST, NORMALLY, THAT THE TRADITIONAL AID TO isRAF. BE CONTINUED, IN
ACTUAL TERMS, 1 WON'T HAME A FIGURE; IF THAT'S WHAT YOU MERN.

Q: WHAT WOULD YOU CONSIDER A PRACTICAL SUCCESS FOR YOUR TRIF VIS-A-VIS .Y
POSSIBLE 0.5. INITIATIVE OM THE ISSUES OF LEBANGH OR JORDANP

A: [SUCH SUCCESS WOULD ENTAIL] THAE COORDINATION OF POSITIONS BETWEEN THE U.5.

AND ISRAEL ON ENDING OUR INVOLVEMENT IN LEBANON, AND ON HOW TO CONTINUE THE
DIALOGUE -— WHICH IS CURRENTLY ONE-HARY -- WITH JORDAN,

L
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STATE OF ISRAEL COVERMMERMNT PREBS OFFIC

From the electronic media._.

JERUSALEM, 14 OCTOBER 1984

PERES: I FOUND UNPRECEDENTED DEMONSTRATIONS OF FRIENDSHIP
{I.D,F. RADIO EVENIMG MEWSREEL, 14.710.84)

THE FOLLOWING ARE REMARKS MADE BY PRIME MINISTER SAIMON PERES TO REPORTERS AT
BEN GURION AIRPORT THIS AFTERNOON (SUNDAY) UPON HIS RETURN TO ISRAEL FROM HIS
U.5. VISIT:

"UNTIL WOW WE HAVE MADE TWO MOVES, CUTTING THE STATE BUDGET, AND [EFFECTING]
SAVINGS IN PUBLIC AND PRIVATE CONSUMPTION -- SAVINGS IN FOREIGH CURRENCY. HOW
WE MUST TAEE THE THIRD STEP: AND THAT IS5 RESTRAINING, OR CHECEING, OR LOWERING
THE INFLATION., AND I WOULD IMAGINE TRAAT ALL OF US FREFER THAT THIS BE DONE BY
MEANS OF AN AGREEMENT AMORG THE MAIN ELEMENTS IN THE BOONCMY.

"REFORE I LEFT I ETATED THAT I WAS HOT COMING TO THE U.5. AS A BEGGAR. THAT IS
THE WAY I ACTED. 1 WAS THE REPRESENTATIVE OF A FREE, S5TRONG, DEMOCRATIC BTATE, .
WITH AN IMPORTANT ECONOMIC AND INDUSTRIAL BASE, A STATE WHICH HOW FINDS ITSELF

IN THE MIDST OF A SERICUS CRISIS -- BOUT A CRISIS WHICH CAN BE OVERCOME. I
EXPLAINED THAT I BELIEVE THAT IT IS5 POSSIBLE T0O INSURE THE BECURITY F THE

GALILEE AND TO LEAVE LEBANOHN; AND THAT AS FAR AS ISRAEL IS CONCERNED, THE PEACE
PROCEEES CAH BE RENEWED. I SAW THAT THERE WAS SOMETHING HERE ABOUT THREE OR FOUR
WEEES -- WHAT T SAID WAS THAT THE GOVERMMENT, S0 I ESTIMATE, WITHIN THREE OR

FOUR WEEES WOULD DISCUSS A PLAN FOR SECURITY ARRANGEMENTS IN THE GALILEE, AND
DEFARTURE FROM LEBAMNON,

"MR. SHAMIR AND I WERE GRANTED TN THE U.S. A READY EAR ON ALL THE ISSUES. THERE
I8 WO DOUPT THAT THE TALES WE HELD IN WASHINGTON WILL STRENGTHEN THE BCONOMIC
AND POLITICAL COOPERATION BETWEEN THE U.S5. AND ISREAEL, IN THE BCONOMIC BPHERE,
THE TRANSFER OF PINANCIAL ASSISTANCE WILL EE ADVANCED; A GROUP WILL BE SET UF TO
DEAL WITH CREATING HEW POSSIBILITIES POR SHARED INVESTMENTS IN ISRAEL, AND WE
HAVE BEEN FROMISED BACEIMG IN THE AREA OF FOREIGN EXCHANGE, SHOULD THE WEED
ARISE. POLITICALLY, WE WILL CONTINUE TO MAKE USE OF THE GOOD OFFICES OF THE
U.8. TOWARDS AN ARRANCMENT WHICH WILL INSURE THE SAFETY OF THE GALILEE, AND MAEE
IT POSSIBLE FOR OUR SOMS TO RETURN HOME., IT IS AGREED BETWEEN THE ADMINISTRA-
TION AND OURSELVES, THAT IN THE PROCESS OF CARRYING OUT OUR ECONOMIC FROGRAMS .
ISRAEL'S DEFENSE CAPABILITY WILL WOT BE HARMED, EITHER HOW, OR IN THE FUTURE.
WANT TO SAY TN CONCLUSION, THAT I WAS TRULY MOVED BY THE DEMONSTRATIONS OF
FRIENDSAIP WATICH I FOUND EVERYWIIERE I TURNED -= A FRIENDSHIP WHICH, IN MY
OPINION, IS ALMOST UNPRECEDENTED IN RELATIONS BETWERN TWO HATTONS . *

IN ANSWER TO A REFPORTER'S QUESTION RECARDING AMERICAN MEDIATION BETWEEN ISRAEL
AND SYRTIA ON THE WITHDRAWAL FROM LEBAMON, MR, PERES REPLIED: "1 HAVE A STRONG
FEELING THAT SOME SORT OF OPTICAL MISTAKE HAS OCCURED IN THE U.5. AND IN OTHER
PLACES, TO THE EPFECT THAT THE SYRIANS ARE DOING US A FAVOR IN AGREEING THAT WE
WITHDRAW. 1IN GENERAL, SYRIA HAS BEEN MADE TAE CENTER OF ATTENTION. I THINK
THAT WHAT IS NEENED IS AN ISRAELI DECISION; AND ISRAEL HAS VARIOUS OFTIONS,
WHICH SYRIA MOST ALSC TAKE INTO CONSIDERATION. THE SITUATION EHOULD NOT ARISE
IN WHICH IT WOULD APPEAR THAT EVERYTHING DEPENDS ON SYRIA.®

HE /HE
INST. 18.30
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Peres Offers Bekaa Withdrawal

Israeli Troop Decision Due ‘In the Coming Few Weeks’

By John M. Goshko

W rgi v Fosd 56l Wihie

Israehi Prime Mimster Shimon
Peres yesterday offered o with-
draw lsraeli troops from the Bekas
Valley region of southeastern Leb-
anan, where “they are 16 or 17
rules from the doorrtep of Damas-
cus,” f Syria agrees (o placement af
a UM, peace-keeping force in the
area

Peres made the offer al a pews
conierence here alter saying eaclier

tin A telewison nterview that his
. povernment hopes it will be able 10
-withdraw witha e months Lhe

- fewer than 10,0600 lsrash wroops
sizll im southern Lebanon,

The main focus of Perés' White
House meeting with President Rea-
gan on Tuesday was to discuss Is-
rael’s requests for help in overcom-
g severe ecoptmee froblems.

But a pronty goa! of his three-

. week=old coalitin government 14 1o

.end the 28-month occupation of

Lebanaa, which costs the Jewish
- state §1.2 mallion a day.

"We have to make a final deci-

« mian, and ths will be done in the

coming lew weeks, three or four

. weeks” Peres said Tuesday on

b
=
"
L

ABC's “Mighthine™ program. "Once
mir government wall decide, the
withdrawal will take, in our judg-
ment, between six and nine

However, at his news conference
vesterday before leaving Washing-
ton after three days of taiks, Peres
made clear that he was not outlin-
ing 4 hard-and-fast timeiable for
unilateral lsrael withdrawal.

Insiead, he indicated that the
timung and extent of an Israch pull-
back will be influenced by Syria's
willingness to provede the security
guarantees that lsrael says are
needed to protect its northern Bor-
ders from terrorist attacks,

“We are ready to withdraw from
the eastern portion of southern
Lebanon” even if the move is nat
accompanied by a  simultanecus
pullback of Syrian forces, he sad,

Bual, be sdded. the lsraeh troops
would have bo be replaced by UN,
forees amd Syra wouald have to
agrée nol to move i3 [roops ialo
arcas vacated by [srael.

Similarly, Peres conbinued, with-
drawal of lsraeh forces Irom the
coastal region o the wesl woald be
in conjunclion with a continumg roke
for the lsraeli-supported South Leb-
snon Army, commanded by Chris-
tan Gen. Antoine Lahad, 1o guard
againat Palestine Liberation Organ-
uatwn geerrillas reiurning o the
ares.

Syria and Lebanese Prime Min-
ister Hashid Karami's governmenl,
which is under strong Syrian influ-

cence, have imsisted that Lahad's

force must be dishanded.
This deagreement over the sia-
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tus of the South Letanon Army u
the main reason that the United
Siates has held back from acting as
mediatcr in new indarect negolia-
tions between lsrael and Synia.

Peres said lsrael wanis the west-
e region policed by successive
gones of authority mowing nocth-
ward imto Lebanon from the lsraeh
border to the Awwah River, where
the larselis are dug in.

He said these zomes should be
composed of lsrael troops at the
border, with the others gong to
Lahad’s force, ULN. forces and the
Lebanese army, in that ander,

The prime minister refused to
claborate on how far and how iast
lsrael would go in withdrawing i
conditions he described are nol
met,

He said: “For the time being. |
would prefer not to spell oat all pos-
pibitities because | believe that »
low profite and quist diplamacy are
more elficient.”

Other larsell sources said that
Feres' Cabinet scems cerimin 60
order some unilateral withdrawal,
bath as a carrof to coar Syria Lo
ward cooperaticn and as a bow Lo
Israeh public opinion.

Bui, the sources continued, Syr-
ian {ailure to accommodate some of
Isrsel's security demands would
mean some form of contmued ls-

raeli presence in Lebanon, -

On the . Peres said
' hmumm

from the American side.

They added that the chairmah of
the U.S. delegation i likely 10 be
Allen Wallls, under secretary of

v giate for economic affsire. -
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By dahn M. Gushko

W g o P Bl ® e

NEW YORK —Israeh Prame Min-
lates Shimon Péres saud in an iter-
view here that the United States
bepefits from its large-scale aid to
ia country, even Uhaugh “occasion-
ally she [lsrael] may be uwndisci-
plined” about cbeyng L5, wishes,

His reason; lsrael is "a vi-
*Lﬂmur‘mlhtmu in=
_ terests in the Middle East

C "What would you like? Peres

ashed. "Do you wanl a disciplined
larael with the participation of an
American force, or a free lirael, an
independent [srael, Lhough ofca-
wonally she may be undisciplined in
the way you want? This s the

Peres gaid that there frequently
are times when the U.S.-lsach re-
Iationship—under which the Un:ted

& Sates provided financial

S

underpinning of lsrael's milicary
capabdity for 36 years—permits
achions that would not be
ander a more formal alliance.,

*| don't think that you should be
in @ poaltion Lo tell us everything we
ought to do, as we shouldn'l be ina

achion, bocause you cannol approve
some things that, deep in your
heart, you know we have 1o do,

Lappose we know about a loca-
tion of some Iranian terronsts. You
will not decide to acl, We may de-
cide to take them out. Do you want
us to consull with you? What for?
There is 3 différence between a
superpower” and what a smalker,
less consirained country like larael
can do.

Perea made Lhese ssseriions in a
meeling' Fridiy with editors and
reporters from The Washington

Poat and MNewsweek. He returned
home yesterday after talks in Wash-
ington last week with President
Reagan and top administration of-
ficials about future aid imcreases 1o
help his new national snity goveri-
ment overcome the severe prob-
lems besetting the lsraeh economy.

Peres is known (o have signabed
his intention to ask for substantial
increases next year in both econom-
ic and military assistance. Some
preliminary estimates have shown
these proposed jumips could run to
$1.5 blbicn of more—an amound
that would increase U3, aid o ls-
rael From ita current level af §2.6
billion to more than $4 billion a

year.

The §28 billion that the United
States has provided 1o Israel since
it guned independence in 1948 w
the largest single US. lme:‘lr:ﬂnd
program. [n the interview, Peres
was queslionsd heavily about why

Peres Says U.S. Gains by Aiding Israel

Sometimes ‘Undisciplined’ Nation Fosters America’s Interests in Mideas!
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the United States should continoe
mlh-eﬂdurnmmnuﬂ
aEsistance (o A counlry that in re-
cent years has used its military
for actiens like the 1982
ing of an Iregi nuclear reactor
and mvasion of Lebanon that were
opposed by Washington.

*The problem is, Are you ready Lo
invest in the American posiure in
the Muddie East®™ he replied. “Be-
cause most of the money dogs not
go for consumption. It goes for the
maintenance of a strong, vital de-
mOCTacY , . . . The laraelis are not
having for breakfast their planes or
their tanks or their ships. You can
gay that this is an investment in the
posture of the free wosrld and the

af the United States and
ilso of lsrael in am unstable ared.
Imagine the Middle East without

He argued that lsrael's deleat of
Egypt in the 1973 Yom Kippur war

g.

“Is that against the prestige, the
imberest, the need of the United
States™ he ashed.

*ﬂnﬂmihulnhtltﬂﬂﬂ
Crecholabovakia or Polind—a sat-

you be salisfied with the fact that
wie believe in the same values, have
the same interesls—ihatl we are
not @ satellite and you shoukdn't Lry
Lo make us one.”

Peres turned mside questions
about whether his roment will
sccept President Reagan's mork

bund Middie East peace iniliative
calling for lsrael to negoliate with
Jurdan on the future of the lsraeli-
occupied West Bank, o

He noted that King Hussein of
Jordan conlinses (o rule cul such
negotiations, and said, “The prob-
bem is the lack of & negotiating part-

nar.
He alsa said that he thearetically
maght be willing to negotiate with

*

PLD chairman Yasser Arafat, o
Arafat were 1o drop dermands for .
destruction of lsrael and creathon of
an independent Palestinian wtabe,
But, when pressed on (his point,
Feres replied: *You want my realis-
tic answer. The “il" does not exist, |
do not expect him to change,” | |

Peres relterated his offer, made
earlier last week, (o withdraw ls-
raell punfionting  Pycian
forces in the Bekaa Valley regson of
southern Lebanon, i Syria agrees
1o the stationing of ULN. forces in
Lhe area.

But, he warmed, "We ighd ihe
Americans, if Syria s not willing 1o
clarify [its agreemeat] im an un-
equivocal way, we are going Lo re-
main there.”

He also emphasized that & full
Isrseli withdrawal from southern
Lebanon must depend on @ contin-
wed rode i policing the area for (ke
lsraeli-supported South Lebanan
army commanded by Chrisian geo-
eral Antome Lahad.,

Aaked i that is an absaluie pre-
conditionn 1o lsraeh  wilhdrawal,
Peres said, “Yes, because wi do nol
sed an alternative.” :

s SR
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A Talk With Israel’s
Embattied Prime Minister
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tamon Peres, 61, waited & ong wme

1o Deedars prima minssier. In Uhe enid

hi hed o maie many CEMpRamEes
1o gel the jobs, enlening mic coalition wits
e rival Liboud blioc.

AlEsogh it hig boen widely predicisd
Wt fits government of pateeal ey will
prove erworkabile, when Prime Minster
Pered mrrived in Waskinglom and New
York lasi week, he soenal & Bases,
undauniéd by the economic erisic nis
country & facng a unperturbed by the
theaight of the unpopular messures he
willupdoubiedly have 1o o o solve
iL Moreever, dispite his government's
[ragiliey, he remains unwiling s akandan
his intention of reaching & LesFilonal
agresment with Jordan over the West
Bank. Be spoke of withdrewng |=raeli
trocpe from Lebanom. waying 2Rl ke
move for Jeran] will e “an | THIERL
dheisaicn.” nol e reached through nego-
tiation with Uhe Letansse

Wity Pered et President Heapan and
Secrvtary of Stiie George P Shulsz in
Washisgnon, the Lsrasll economy and
withdrawal of Frseli Unops Trom seulk
Lebanon were the centerpiece of Lhe
digeussons. Whstever differenom —assd
they apparently were Einiinmal =may
have arden aver those quesions, [eros
wenl mway wilh smnéthig bolh b
predecessors farlnd 1o aekeevs: a peracnal
rapexart wilh Une AmErican Frescen

Daring the oourse of Lhesr Ukfee- hour
mesking lesl week, the (wo leaders spent

whif dollar. Thes scheme would prahibil
Isruel fram prsting money at wills=
gomeLhing pulititdans ofien like to do Bul
Popies sl "™o. 1 don't ikank it & good
alea ™ e poinbsd oul thal Terael doed & bog
of tiwde wilk Europe &nd thal & strong
didar would hurt s baleoe of irade with
Eurogss

What derea e sevomesend™ ~ln order 1o
balaree irade, we must ol st and
increase exporis, Meddores already laken
will reduce inpons by 1 mibon, snd our
jilaii B increase exporls BY enoiber B2
billlion aver for poses"

How would Peres cackie mlkation Shal i
rurming al more than $00%T Mapy coon -
omists believe larsdls  INDEmCom - Lhe
Ersiem thal inks Wage Fue 1o CTeEiE
= ke st of living=—musi be abalishsd
Bt Peres mays be owill taekle onflation
through & natenal agrecserl bo nestrasn
WA ges, Salaries &nd prices :

TFhis agreement will B¢ riached by an
ecomcmor poumitl hie Ras crosted, Don-
mslmg of memipers from  Eonerminml,
diness and Lhe trade unsso. TS ounell
s meard Io “resch & FomSerdug on e
necessary Meisares o reduce inflales,
inerease produciieiy nnd fight U black
marker”

Dapdgeit culd wie sasenial Lo Lhe efo-
acmie heafitls of the counlry. Init Wby
o] produce not omly  dnemployment
bigt @l seeial uErest Ino aredas lde Che
W'esl Bank, whare full esn@ledmienl, akng
with the army, has helped to keep ofder
arninrg e Palestinizn drsh popul alcn

Thi Peres-led nalsspal unily govern:
miewm has agreed L& ool Uhe budgel by $1

billbom, bol many economialE

T — — Yy LAy BNl endlagh. Mores

— i,

avier, eesruling e agres-

-

' mient has proved diffiewic
Depisty Prime Minisier and
Minisies of Housicg David
Lawy, o member of Likud, hai
lined up wilk ome Labor
Party members to figol Fi-
nance Miniser Yidzhsi Ma-
dar’s proposed wellare culs
Feia frid ik e o anadous [or oule
in s partioeiar budge

The prims minisdef Peptts
Lhe e of few cuts in deferse
axpendivares. which
for abosal TO% of Janeel's
budigel “We dd cul our de-
ferai Eeafpet by TN milkon
and mo one SUBEENLY more
kecaiiis Uhis is peally a polii-
aal lem.™

s ckaime B i 1 [ear

(15 T) B REAS, 1o (U TR

lerity mcasurcd; T Poikaps
ey wall appreciole ke loct
ihat wvmebody i Iryuag G0
lake mapipusly Uhe nebd w
pure (he ecspomy. Peophe are
il Teols, Yoir cannal Buy 158
whale of & natmon germancnt
Iy by Frovolesly spending
their money. Yoo must buy
their hearta, mod enly Uwir
pacicethooks. | they are oons
wvineed Lhat the measures Wwe
are taking are dong in the
right way and thal therc o
light at the énd of 1= tonnel
aoed LAt ihe economy will
recover. | think they will B

Live

‘e don't miend Lo mali-
faim wawieriby foreves,” sald
Lhe prime mifsner. 1 belicve
Trmed will emerge as B oo -
ey Witk capacily o grew.”

[sn's peace with the Arabs
the real cure for laraels eoo-

nomst problema’ “es, Bt i
dn-ﬂ.n ‘L depend upss o What
we can do onilserally, we are
doiing. Whet we G do emilal-
eraliy 10 gl &n eed bo the war
in Lebantn we xre dolng. We

Ere chanpmg the selllieredo
pn]u.'_r S5, whelavor depends
upom fa, wa da We can ly
Lry B Peason Wilh ehhers.

Gn Lbe proposcd leraci
trocp withdrawal from sasth
Lobamor, Peres sasd e will
leave Ut foress of Maj. Gen.




1R, ane e
Uaiion with the Lehandse.

When Peres met Premdent Beagan and
Sespatary of Siate Gesrpe ' Skne in
Washengion, ke lsacli ecopomy and
wilketrawal of leraeh troops from south
Lebanon were ke cerlerpiees ol the
dscamors. Whalever diliereserss - and
they apparently were mimmal—msay
have artsen over those questions, Peres
wepd, guay wilh symeLhing both his
predecesases Tailad 1o acioeve a peraGnil
Fappart wsh tbe American Preosent.

[harmg the course of thor three: hour
mesLiAE L werk, the Loo leaders gl

bl.'.-'rrEﬂl:n'ﬂ'.h't trade unionik The coueel
I mednl W “Felch @ consomsus on e
Aecesmary mensures o reduce (Rflatos,
mereane pradactivity and Night e bisck
market.”

Bodget cuts are smential 1o Ui eeo-
momic bealth of the ceumiry. bul ibey
codld preduce nol only unemployment
bt alen. social anresl fn areas (ke Ubve
Woal Elank, sthere full esplayminL aioog
with Lhi army, has hedped o keep onter
among 1he Palestinian Arsh populition

The Feres-led nallonsl cnily govem-
mest has agresd 1o eul Uwe budpet by §1
billion, bl many econoimbt
sy 1has enr enough. More-
OVET, aECUlRg Lhe agree.

only five minutes alime, bl secording Lo
relighle sources, the President told Feres
thai he should “Fesl free bo call any Bime”
And, &5 e [areelis were |eaving the
White House, National Securily &dwser
Fokert . MeFariane b= reporied 1o Saee
bold oeer of Perrs' wdes thal Aeagen had
described Une prome MIMELer 4 “mmeons
wee can reaily do business with.”

P i me e didin'L Ask ToFa iha
wmonmt of mid on Ehis wimt o the Umnted
Biales, Bl he admitled he will msk Jor
STHIO0E m elion o the 328 billion
allocated for leromed ir Nacal FESD

A leading ULE. ecopamst cuthnea Dara-
gl's bleak ccomomic choices this Wy
Fither 1he eOUNITY CEN SEoas BETEE
wberity meaFures io bring 1l soonomy
nder ool or i1 can Larn i the 1Pniled
Hrwied, and beerow additional funds 19
pawer Cthe di#ferenoe between receis and
expenditures. Im thal event Brrael would
become Ameracd's foomomic vassal with
the allendanl Fisk (het 18 Tnited Simles
pogid one doy abineh condifions—even
unpéeasanl ones — o 1B aid.

e padcsitile il pelstically. usgpopular
move Bsreed could take io alleviate 1is
nrvhleme would e o link the =hekel 1n

WA T AR ST AR | bm TP T

mant Bas proved diffculs,
Bepuly Prime Minister and
Misester of Hosing, David
Lovy, & membser of Liood, Fak
liced up with adsee LaSor
PFarly mesters w fght Fi-
nanse ¥Wmister Yilzhak Mo«
dar's propossd wellars culs
Ml ererisler b erhous lor sois
IF: s pastieular budget

The prime minigter reEcie
the ides ol mw Gl in Seferme
experidilures, which acooanl
for about 0% of lsreel's
Eesdgrel: “We oid cuk bur de-
fense Budpet by B0 millkon
and ™H ONE SURREEE moTe
ke this &= reslly a politi-
el el

Wyepres olaima he doeen't fras
L rren i of vodera D Eus-
tecily emeasures: “Perhapa
they willl apprecisie the fact
thal ssmebody i3 Lrying Do
ieke seriemly the meed bo
eure the sconoemy. People fre
mod oodm. Ve caResl By L
whain of A Barin permanent -
Iy by Ervolously spending
their money, Yii mesl by
their hearts, not only Uheir
pockeibooka, If sty ane oon-
winesd Uhal the measures we
are inking ere dome im Lthe
right way and Lhat there is
light at the end of the teeel
amd thal ke eeonomy will
recover, | think ther will be
apprecialve

“We dan mbtend 10 maan
imin austerir forever,” sand
e provmie monietes, <1 Balieva
[#rdn] will eMOTEE B3 B S0UN
vy with o capacyty Lo grow.”

ban'L pemce Wil ik Arabs
1 real cure for lemael’s sm
nomic problens” ed, B L
doen'L Sapanid Upomn e, What
g iy do unilaterally, we are
doing. What we tan do arrila -
eraliv o ps an epd 1o the war
in Lobanoe we are dolng. 'We
are chamgmg lhe eellemenl
policy, Bo, whitever dupards
upon . wo do. We ean only
iry to reason with olbers ™

On Lthe propoesd [erash]
Lreop wilhdrwsal fram south
Lefmanon, Peres maid he will
leave the foroes of Ma Gen,
Anloine Lakad, 1=e Larseli-
barked Lebanese millila load -
er, im b zore clieest th the
bariell bardar. Furthier 1o che
narlh, Peres wanis UNIFIL
{Unifed Matioms pearekesp-
ing Ureops | deglayed in oeder
L& provide securily for Terael's
froeticr. "The Syrians wil
hawe Lo Secede what thoy want,” he said
“po mainiem the confrontation or ssaks an
arrangemenl”

The Lahaniee have refused to pegoliale
dhireeUly with Birael. Thus | asked whathes
re Ieradi withedrawal would Be 6 undlat-
eral aMiir? Peses peplied, "1 woidd gay. m
& Way. ¥y, (U an independent decizien.”

As Por ihe refusal of Letapese Prime
Minister Raghkd Karamd and Shilte kasder
Mabki® Berrl 1o tali wilh Lhe [sraslia oF W
scorpt ke presence of the Lahad forces,
Peres soemeed W0 VW U ds unimpaoriand.
"Lt (e pit iheir own house in order in
Betrut before they remoowsend how 1o
organiee 15he southern past of Lebamon,”
ke paid. “We don'i depend upon them.
Thay weren't able 1o a ol
palicy or @ unibed army, Lehason has been
dividad imle sthnic eanbons, each with igs
awii mEsagamenl [srael cannol be o
pressed with what they are enying before
they phow Lhey €an control (he places
mme::;w ihe Abiddi

LT on in the v
Fasi thai [srasl, plagued a8 L 18 By
ecomomeac probless o ruled by an
awikward  Biparisan coalition  govern-
Flesis s PFREFE Fowe




Peres

Cenlioued frem Page i

ment, has pul the praie prooess sskbe for
thir moinedL. But Peres says (5 s s
“{in the comtrary, | think that if we shall
pomne Lo @ Eetiement im Lebanon. au leas
one of iUbe chetacles on Uhe road 10 jsace
will b overcoms, Decauss some ol the
Arab ooaniries clasm that you can't
negotlale is e aa peds are fi Lebanon,™

The prime minisiers first ambition
after getting the troops oul of Lebanon is
I improve relafions with Egypl, he said
“l1Egypuian Presideni Heeni] Mubarak has
indicalesd that hefure we ghall mae, we
have 1 pREpATE OUF MOELUEE. dmd ars
Muie with e, Let's progacd il & il wild
[eear morme it
Pyt i ol e e

. to INsECs i

mngch.m" Peres iold me. =

The Emulding of fariber West Bank
sebllemeEnls B 6 divisios o
eomlition povernmesd, with Likud =

faviring Lhe melllemenis while
parly adoveales sELlameniz only in

mreas which do nol have & denss Arabs
popailation. Now, morecver. ihere |5 ithe
mkdad gutstion of expense

To bemld more setibemencs, Pares oo-
marked regquires of & magority of
e Cabersri. Thus the Likud Bloc can no
loniger g ahead and build whansver Lhey
wani Lo as they have been doing foF the
st lew Years

Siome predict the presesl malional sy
govermment will not las oun s Jull
Bor - yir bever. Theere alresdy ia a sirug-
gie lor lesdership witkan Henit—Likat s
majer cnsdlbuent pariy —wih minslers
Ariel Sharon and Levy in logfue sgaire
Lhe altermate prime mumines, Yilehak
Bkamir. Peres off the

E
;

Y
Iit
]
it
aFh
H

hanik
vier windld have Torgiven us of i a
et peesd of gir histoe ¥ we had slood
amde. It's cur coumiry. IU's our eEonamy,
Fome volira may feel Lhat for the leaders,
e party comes Bral I 1=
Emportnnl Lo Semontrale thal the nalion
comes first and the party. [ am &t peace
wikh Eyacid—1 am ot u:l.l:!n.; nally
Big paittically, | think we did the nghl
thing=by forming 1he umily poves-
ment.™

By 1 end of his Lirin Thire are two
L Pores would like 16 BaWE REess-
phished. The firef 12 1o move lsrael e
what hie descoiltsis 84 a5 pfanomy based
of high-bech, on human sophisocalss, ai
wall a8 on &h elabdrate educational sys-

e
My sevond ambitson 18 o make pesee. |
don't know if | cin do o, but [ shall try o
do go. | lone 105 & viry difficat task, but
2 possible one, and [ shall
1o ackéeve (L for e u.rﬁ
ehiil dron, Fer e good ol all ch Rsa
long prooess and demands kard work ans
determination. [ opecst many sethacks
and dssappeinisenis, bul wheonever
wasilE 1o Behieve samething. ke
must have the Slaming ¢ b propassd 1o
makce 4 long march and negotiale with el
the difficulues asd disapsoinlmends
wihich are aurely oo the rosd. Those am
mynain two dreams, If | schieve them
Hully or partly, | ahall be very sakisfed.

Lally Weymouth writes frequendly about
e Mie Bt for Oyimion,
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A Talk With Israel’s
Embattled Prime Minister
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B Lally Wermout
REw TilE
hirson Peres, 81, wuitsd & time  only fAve mifules alons, bul secording Lo
b0 becone price mirister. In the end, ridisble poarress. Lhe Prasbdent wald Peres
b had o make many . bve should "feel frew (o call any Lime.”
1o gt the job, evtering inio conlition with  And, a8 the lirselia were lea the
K vl Lillousd bt mhﬂmmﬁvm
Alrbough it has becn widely predseied Robert O MeFurlane s reported 1o have
that ks government of nations unity will  tald aow of Peres’ sides that Rengan had
mmmmm —Mun;-bmnﬂnu'mmr
Afrived in Washinglon and New wecan hassiness with =
York i week De stemad AL asse, Porssh told me he ANt aall for & spocifie
undsumied by U econcmmic crisis his  wmount of aid on this vizit o the United
eousiry i faceng and by the  Bisies, but he admitied he will ask for
iboughi of the L FL000 In addition to the R2R bilhon
willndoubtedly nave o bepose o solve  allossted Sor Lrstl in fucel 1985
i Mareover, despile his government’s A eding 1.5 sconcmis outhines [ara-
fragility, be remaios unwilling 1o shandon o3 blesk economic chowes Uiz way:
s imeoton of resching & terrioral Ekher the country can mposs Bevers
igresmoni with Jordsn over the West ey W res 1o BOONCI Y
Bank He spoke of withdrewnng lerseli  under control or it can taan Lo the United
woops from Lepanon, saylng uthal 1R Binics, amd borrow funds Lo
Sove for lersel will be "an independern cover ibe difference beoween recepls and
decibion” nol one reached Uorough nego-  empendiiores. In that event larsel would
Sation with (ke Leburess. hecoene Americs’s sconomEc vassal wilh
When Peres met President Feagan anc the sttendart risk that L&d Sliles
Secrelary of Slale George P. Shults it eould one day atiach conditions—even
Washinglon, the lerseli sconceny e Tm—umuﬂ.
withdrawal of larsell Toopa from sewt wumrmmr
lﬂ-nmhmnu-—-eqtu-l-ﬂl could whe w allevale i
discusnons. Whilever ddfereces—ar probbems would be o Hnk Lhe shekel 10
Lhey mppareniy wers monimal—ms
have wrwen over those Pere
Wl both hi

rAphnnn PRAD e M,

n%1wn L Bl LB




PI17=37) = 99PN nphinn

%%{131 PIaAN DoV

9N

47

gLl ] L

3

:Pniea e

a7 (v

I AT el
MW nwwm m mmw mMmmmwmnmmmw wmmmmmmm
hw_ﬁ_ I mmwu T m mmmhmmwm
wnmu u#"n wm mmmmm wmmwm mwmmmwnmm
i m E“ m_m _m“ shi s
11| it i Em.w R R
2 __&x _‘n_ it ;._m_“_mm,_: mmwmm mmwmmmmf
. ] [ d ___ Ll _iE

=

- b P o

| !ﬁg i

Emﬁ%_E__u_w_.__,ﬁ_ﬁ__amaﬁ_ﬁg__ﬁg??*&@E

e Bl H

sapYnen SAap TR LEAL b

tHRTON



PI17=1") = 1wpd npign

1A phan vaww

_T%:_;Ef%gé:mfff%&&éfgfﬁ%zﬁﬁﬁw5;§£E%§%E§£zi:mfaggin

t 9K

S "

: Wmga Ao

Viret

HE

T i

s KD

st

Tisgasigpacizig @
sy
mwmmmwmmw
L H
Eastlinl
_MMﬁ.mmemm“mmmmm_
m mm_ mwm mwmmw ww whmmmrmmmm
W mmWMWmm mmwmm MWMWWWTmmmmWM
- 33 350 s 34
m MMMﬂ mmm_mmwmm Lijf _wmh uu
A mm m
w mum_ mm.m.m.wws.%mmwm ST
TR RE ii
muu m m m mm mmmmw mmM i3
hnm_umm m m ; mmhm - hm
mmm . mm u&ﬂm
§ wm“ ﬂmmﬂm
ﬁw..__ = um H3!

e B P et

fpsfrifielifiibiet fodac
st B
wmmmem_ mjmm fist fisfy
Lttty il
mHmmmmMﬁmm“mwhﬂmw HIEE
it ittt
m mm m. mmwm mm muﬂ Mw
1O R LT mMLMh 1
i ety
HE “_mmijwm“n_mmmmu mw
Eﬁ.ﬁ_m. E&L a1

e Bl |3

Ay IER

sMpInNAD WMIE hNECK

_._u_..—"h.



“We Spent Too Much"”

A lumeh with the éditors o TIME last week, [eraeli Prine
Minirer Shimon Peres falked about his cowniry’s prablems
simd e policies af hir sromth-ofd poveramenl, Excerpis!

Do Labanom. Wa wanl (0 leave; we never inlended (0 re-
rvain there. The problem is 1o know whether it is possible fior
the United Mations (o enlarge its present force in southerm
Lebanon In the wake of our withdrawal, And we must dis-
cuss wilh the Lebanese povernment the necessary measires
1o secure the safety of the nonhern parl of lssasl

We would expect Lhe Syrians o agree that, folkowing our
wilhidrawal, they will naot extend their presence in Lebanon,
that they will discournge lefrorist activities against Ismael
and agree to U M. forces replacing ws. I the Syrians do nol
underatnnd that il is to their advaniage for us o withdraw,
we will remain where we are, | do el expect the Syrians o
withdraw completely, but perhaps pariially, because they ane
trying to control Lebanon, an unconiroliable country. Yhat
they are Lrying ko do in Lebanon is to gain leadership in the
Arab workd, and (o ghow that they have forced us ol

On the Palesiime Liberation Ovganiration. If the FL.O.
tries 1o refurn o soulhern Lebanon, we will nod wait a
second. We shall go back and destroy them. T sy thal in
wery sharp languoge 1o make our position clear. Bul Lthe
PL.C. is so divided thai the danger is ool imminent,

DO the possibllity of peace tals. I you are asking me if, in
spite af all the declarations, some country in addition o
Egypt will come into the peace process, the answer is yes. |
am optimistic atoul Jordan, And 1 think that Israel shoukd
do everything possible 10 prepars the ground for il

iOin the bsraall-sccupled West Bank, We should nod expect a
pro-lsrasli endency in the West Bank. We should ned kook
for quislings. That is nonsense. In cur three weeks in office,
we have responded to some requests. The Arab West Bank-

ers asked il they coubd build somie indusiries. We said to ga
ahead. asked for an increase in the amouni of money
they can bring In from abroad, so we raised the limit from
£3,500 1o 55,000 They asked bo bring n investors, W said
fine, provided they are not PL.O, They complained about
censorship: they had a long list of books they wanted Lo pub,
liah, We sbd 1o go ahesd, 50 long ws they are nod aboul how
to make & bomb or a Moboiov cockiail

On lsresll sstthements In the West Bank, New selllements
can be esiablished cnly il there i 8 majority in the Cabanel in
favar. We have an inner Cabinel equally divided belween
the two parties: five from Labor [which opposes new seiile-
menis], five fram Likud. T do not beliove that the Labor
members of the Cablzel will depari from their convictons.

On Use exchange of terdilory for peace in the West Bank, A
lerrilosial com promise is not o purpose in isedl it is & price. 1
am busically interested in lopking for solulions so that Tsracl
remains what il is and should bé, o Jewish democralic stale,
And il we have o pay Lhal price, we should,

O i Ealls bn Washington. 1 found [riends, not negolisiors.
1 do ol Lhknk anybody tried b twist my arm. | found an ex-
tremely riendly, open-minded group of people, toth on Cap-
itod Hill and ks the Administiration,

On larsels current needs. We [must use more Isrseli prod-
wets.] Even ifour girls paint themselves with Isracli-made lip-
slick our bovs will atill fall in Jove with them. I guarantes it
We are nol a frivolous or corrupt sociely, we are a fighting
democracy. We spent 100 much on luxuries, ©do nod deny it
But your support of lsracd is not support for & spoiled child,
Back bn 1974 we got almost the same $206 billion in U5 aid as
in 1984, Butover the pasl decade, Lhe price of a fighter jot has
gone from $4 million 1o as high as $40 million. Basically, we
seek tao things: 1o re-equip ourselves with the same number
of planes nnad tnnks as before; And Lo restruclune our ECOaHTY
toward sclence-based, high-technology indusiries, nnd on
that we would like to ask your help. But the time will come
when we will no longer have (o depend on American support

TIME, OCTOBER 12, 1984 N T
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r;nnmimndhy frsndly mumunﬂinmlﬁmlwﬂ:
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THL PRIME MINISTER

October 12, 1984

The Honorable Caspar Weinberger
Secratary of Defense

The Pentagon

Washington, D.C.

Dear Secretary Weinberger:

This is not farewell, only au revoir - for we will
be meeting again next week in Israel.

still, I cannot leave the United States this time
without expressing, both personally and officially, my
gratification and appreciation for your assistance and
friendship for Israel. I am confident that our mutual
understanding and cooperation will only grow stronger
as time goes by. I look forward to that during my tenure
as Prime Minister.

with warm persconal wishes,

| DT

Shimon Peres
Prime Minister of Israel

sP/kh
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THE PRIME MINISTER

October 12, 1984

‘The Hoporable Ronald Reagan

Pregsident of the United States ;
The White House

" Washington, D.C.

Dear Mr. President:

As I depart these shores, I wish to seize the moment to
express my profound gratitude for the extremely warm reception
which you extended to me and my assocliates. I am particularly
appreciative of your cordial welcome in view of your cbviously
hectic schedule at this time.

This wvisit has provided what was for me a unigue and un-
precedented insight into the unshakeable strength of the
friendship between our two countries - the Great Republic,
as Winsten Churchill characterized America, and our own
democratic society - the only one in the Middle East.

.. 0ODur exchanges also offered me a keen appreciation of how
great a friend Israel has in you perscnally. And I simply
wish to thank you and your administration for what you have
done and continue to do for Israel, for Soviet Jewry . and for
other oppressed communities.

I leave the United States reassured of America's readiness
to extend assistance to Israel, which, as you know, has been
tragically forced during its entire existence to divert so
great a measure of its substance and resources to military and
economic defense. I pray that the strong bonds that have
always united us will only be reinforced during my tenure as
Prime Minister.

It has beén a source of enormous gratification for me
that I was able to make this official wvisit as the head of
a government of national unity, thus expressing our over-
whelming will to pursue our security and the path of peace, and
aur confidence in America's continuing support.
2/

»

-
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THL PHRIME MINISTER

The Honorable Ronald Reagan _
President of the United States :
October 12, 1984

Page TwOo

Allow me, Mr. President, to cnce again extend our
hearty invitation for you to visit Israel, and hope that
you will soon find it possible to honor us with your presence.

With cordial respect,

.}#[RAJwﬂnﬂw(r;:}

Shimon Peres

P f \ . Prime Minister of Israel

SP/kh
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Ocotober 12, 1984

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

Dear Mr. Secretary,

At I leave the United States, for the first time as
Prime Minister of Israel, I want to express to you both
personally and officially, my deep gratification and warm
appreciation of your consistent and strong understanding of
Israel's situation and needs.

1 can never forget that the Secretary of State of the
United States devoted nearly three full days, in various
forums, to intensive exploration and discussion of Israel's
preblems. I know how much time and energy and thought you
have invested in the cause of forging an even closer relation-
ship with Israel, and how much you have personally involved
yourself in studying the ways and means of aiding Israel's

economy .

P I am glad of the opportunity to have been able to tell
you directly of the wide-ranging measures that Israel has
taken, and those it plans to undertake further, to resolve
our economic problems. In particular, I deeply appreciated
the establishment of the Joint Economic Development Group,
which will formally bring together economic officials as
well as private economic experts to focus on those problems.
This group will undoubtedly be a crucial instrumentality
for exchanging views on the full range of the development
needs of our economy, and for clarifying the means for a
mutually satisfactory resolution of our economic cbjectives.

Let me express my gratitude also for the establishment
of a free trade area between our two nations. This offers
great promise for Israel's eccnomic future.

H‘-—P:mil: me now a personal note: I would be beholden to
you if you would extend my warm personal appreciation to
Mrs. Shultz for the most gracious dinner which she arranged
for us in your home.
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The Honorable George P. Shultz ;
Secretary of State !
October 12, 1984

Page Two

For myself and my colleagues, let me say that I lock
forward eagerly to a reinforcement, during my tenure as
prime Minister, of our personal relationship and of that
between our two democracies.

Yours cordially,

L) . £ I

o | - . : Shimon Peres
Prime Minister of Israel

SF/kh
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THE FRIME MIMNISTER

October 12, 1984

Treasury Secretary Donald Regan
Department of Treasury
Washington, D.C.

Dear Secretary Reganj;

As I leave the United States, for the first time as
prime Minister of Israel, I wish to express to you my wWarm
appreciation for the time and effort you devoted to the
consideration of Israel's economic problems and to the
means by which America might help to resolve them. I am
certain that your continuing involvement and cooperation
will play a decisive role in reaching that cbjective, and
thus in contributing to the strengthening of the unigque
relationship between our two nations.

[ | :

I lock forward with pleasure to meeting with you again

and to a growing relationship of warm matuality.

With cordial good wishes,

RLM c --Q-L--*""]

SBhimon Peres
Prime Minister of Israel
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THT PRIME MIKISTER

12 October 1984 .=-°

Mr. Gecrge Bush F :
The Vice-President of the United States
Washington, I' C.

Dear Vice-President Bush:

: I cannot leave the United States wilthout telling you
of my gratification at the cordial welcome you extended to
me and my colleagues. Our meeting with you was especially
useful and I was struck, in particular, by your very kind
and warm expression of friendship for Israel.

Allow me also to thank Mrs. Bush, as well as yourself
for the hHonor. you paid me ‘at the impressive dinner the two
of you hosted.

Itwas a model of gracious hospitality, and a symbol
of the close friendship between our two pecples and our
democratic systems and values. Long may they endure.

I have every confidence that that friendship will
be strengthened in every way during my tenure as Prime
Minister of Israel.

With cordial good wishes,

| .

Shimon Peres
Prima Minister of Israel

*
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THL FPRIME MUINISTER

Dctober 12, 19584

The Honorable Selwa Roosevelt
Chief of Protocol

Department of State
Washington, D.C.

Dear Ambassador Roosevelt;

As I leave after my first visit to the United States
as Prime Minister of Israel, I wish to take this opportunity
to express my appreciation for the courtesy and cordiality
with which you helped to smooth all our arrangements here.
I take that as a good omen and symbol of the warmth and
strength of the friendship between our two countries.
Thank you so much.

I
l With best wisheas,

L~ -

Shimon Peres
Prime Minister of Israel

SP/kh
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THE WHITE HOUSE

WASHINGTON

October 30, 1984

Dear Mr. Prime Minister:

Thank you very much for your kind note of
October 12, 1984. Like you, I am extremely
pleased by the success of your visit to the
United States. Our discussions leave me assured
of the positive course your government will
pursue regarding the Israeli economy, the
situation in Lebancn, the peace process and our
bilateral relations.

Be assured of our continued willingness to work
together in our common pursuit of the peace and
gecurity which all freedom-loving people so
dearly saek.

With warm regards,

Sincerely;
His Excellency

Shimon Peres

Prime Minister of Israel




THE WHITE HOUSE

WARH NG TN

Hovember 1, 1984

Dear Mr. Prime Minister:

It was a particular pleasure to welcome you
to the White House as the new Prime Minister
of Israel. I truly valued our substantive
discussions on issues of mutual concern to
Israel and the United States and it was
gratifying that our talks reaffirmed the
close friendship and common interests shared
by ocur two nations.

Thank you for the handsome photograph bearing
your warm inscription. I'll treasure this
remembrance of your friendship.

Mancy joins me in sending you and Mrs. Peres
gour every good wish.

Sincerely,

f Qemeta (Ruagem

His Excellency
Shimon Peras
Prime Minister of Israel
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THE SECRETARY OF STATE
WASHINGTON

October 9, 1984

Dear Mr. Prime Minister:

The polished stone you thoughtfully brought
along last night makes an interesting addition
to our mantelpiece, and that's where O'Bie and I
will keep it to remind us of your wvisit. Our
warmest thanks for thinking of us in such a
unigque fashion.

I was pleased to have an opportunity to con-
tinue our valuable exchanges over the less formal

setting at ocur home, and I look forward to future
useful exchanges in the same wvein.

With warm personal regards.,

Sincerely yours,

s

George P. Shultz

His Excellency

Shimon Pares,
Prime Minister of Israel.




Jerusales Movemoer 13, 15a4.

itr. Castar BEincerger
Secrotary of Lefence
WASHIHGTTR DO

United Scaces of Americe .

Uear Secretary weinberger,

[ thank you wheleneartedly for Che present | received from
you after your recent visit with us.

I also wish 1o express ry appreciation of our discussions
aind the working sessions ohich were conducted inm 2 cordial
atmospliere and led to pocitive results.

Please nive my Lest regards to your wife.

VYery sincereiy,

Shimon Peras
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ON SEP IST OF 1982 I SET FORTH A SET OF FAIR AND BALANCED POSTTIONS
DN THE KEY ISSUES - ISSUES WHICH THE NEGOTIATING PARTIES MUST DEAL
WITH TO ACHIEVE A LASTING PEACE. THE POSITIONS I OUTLINED INCLUDED
OUR FIRM GFPOSITION TO ANY INDEFENDENT PALESTINIAN STATE, Tﬂnﬁ?l THOSE
POSITIONS REMAIN FULLY VALID AND THEY REPRESENT THE FOURDATION OF OUR
.+ CONTINUING LABORS.
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WETHER THEERE IS5 SOME WAY ‘TO EHEHGEEH THE PROCESS, THAT REMAINS TO BE
SEEN. AND 50 TACTICALLY.,. ALL SORTS OF THINGS HAVE BEEM TRIED AND
BJENTS GO ON.,. AND YOU TRY TO TAKE ADUANTAGE OF OPPORTUNITIES AS THY
COME ALONG
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WHEN THE ARABS DECIDE TO EMGAGE IR KEGOTIATIONS WITH ISRAEL, IT WILL
7" THEN BE ISRAEL TURN TO FACE A HISTORIC CHALLENGE.
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«..T0 DETERMINE IF ISRAFLS KEIGHROURS, IMPORTANTLY JORDAD, CAN STEPF UP
TO THE ISSUE OF DIRECT MEGOTIATIONS FOR A PEACE SETTLEMENT.
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CONCURRENT RESOLUTION

Expressing the Sense of the Congress that the United States Embassy in lsrael should be
located in the city of Jerusalem.

r i

WHEREAS, cach nation, under international law and custom, chooses its own capital,
and

WHEREAS, the State of lsrael has selected Jerusalem as its uplh. and

WHEREAS, the United States maintains its embassy in all countries at the designated
t:.lpi'l:lliﬂithﬁilmmtrl-uﬂﬂplinthcﬂlenfmt«ﬂMIﬂnm.H .
strategic ally, the State of lsrael, Now therefore be it

RESOLVED by the House of Representatives (the Senate concurring), That it is
the sense of the Congress that the United States Embassy and the residence of the
United States Ambassador in Israel should be moved to Jerusalem at the earliest possible
date in accordance with international custom that Embassies are located in the capital of
the host nation.
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