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NEWS SUMMARY - SUNDAY - FEBRUARY 10, 1985 .

PRESS REPORTS

King Fahd To Test Reagan's Resolve For Middle East Peace |

WASH, POST-Oberdorder-King Fahd arrives this afterncon to test the willingness
of a newly reelected Reagan to become more deeply involved in a drive for peace
in the troubled Middle East. Fahd, in preparation for the Washington visit,
held a 24 hour meeting in his royal palace a week ago today with Arafar and
sent genior emiesaries to Syria, Jordan and other key Arab states.

Lebanese Christisns Set Pullout

PHIL. INQUIRER-(Wires)-Antoine Lahd, maid yesterday that he would pull his men
out of Sidon, the region's largest city, a week before the Israell army was
scheduled ro leave the region.He said his men would maintain control only of

a checkpoint in the Christian suburbs east of S8idon, another checkpoint in near-

by Jezzine, and & nearby crossing of the Awali River, Israel's present defense
line.

Peres Gains Popularity In Israel

PHIL. INQUIRER-Precker-Peres' popularity is searing in public opinion polls,
In low-income neighborhoods and towns where several years ago he was jecred
and pelted with fruit, he now wins warm welcomas, The man derided for a decade

as an untrustworthy lcser has suddenly become the dominant force in Israeli
politics.

Support Sgen For Peasce Plan

*##PHIL. INQUIRER-Kempster-Jordan and the PLO may soon endorse Reagan's long-
dormant Middle East peace initiative, which calls for a Palestinian entity
in association with Jordan instead of an independent Palestinian state,Foreing
Minister Esmat Abdel Meguid said Friday that Jordan and the PLO appeared to be
on the verge of a formula "that will allow Hussein to speak for the Palestinians, |
Meguid urged the US to renew irs support for the Reagan plan,

Bearch For Mengele Faulted

WASH, POST-(UPI)-Mengele is traveling among three South American countries,

but Nazi hunters searching for him in Paraguay are on the wrong track, a former
US Justice Dept. Nazi investigator said today, "The best informarion is, he's
on the move between Chile, Argentina and Uruguay," said John Loftus.
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February 10, 1985

His Excellency

Shimon Peres

Prime Minister of the
State of Israel

Jerusalem

Dear Mr. Prime Minister:

I want to thank you for your kind message as 1
begin my second term of office.

My administration will continue to work closely
with Israel to obtain peace and security in the world
for all people. With our combined efforts, I know
that this hope for peace can become a reality.

In addition, I look forward during the next four
years to further strengthen the already close
relations between the United States and Israel.
Please be assured, Mr. Prime Minister, of my deep
personal commitment to the security and well-being
of Israel.

Sincerely,

/s/

Ronald Reagan
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Columns

NYP-2/9-Evans & Novak "Courting Fahd" Corporate chief executives from
I across the country are "ready to kill" for an invitation with Fahd
at the White House, The king's first visit has whetted Yankee apoetite
for legendary Saudi contacts dilgite the world oil glut. Still, the

e

Saudis won't get the arms deal they want thanks to the current arms-sal
pause,

Press Reports

tl lHew West Bank Study

NYT-2/10-Friedman-The total number of Jewish settlers in the West Bank
s reached 47,500, many more than most previous estimates. Benvenisti
believes that by the end of the decade there will be 170 900 Jews
there, ile says that new settlements are %urtly pnliticai statements,
they have no geo-demographic meaning. A freeze on settlements,6 at this

time, would be meaningless because most people live or move to the bigg.T
existing settlements,

Life in Kivat Shmona

South LeBanom 1s an acknowledged gamble, one felt most by the resident
of northern lsrael. Teople are uncertain and bitter, Who will fill
the gap when Israel leaves? Few doubt that Xirat Shmona will be a
target again. During the gaat few years, the town has flourished with
an increase of population by 357, (dallas Morning “ews)

Fahd Visit-Reagan Xeeps Distance

ON+2/10-4ichael Precker-The three-stazed pullout of Israeli troops in ’
s

dY¥T-Week-in Review 2/10-Gwertzman-The Reagan administration is once azaing
Pecoming involved in the TIIdeast »ut with little enthusiasm and few
expectations of early success, Fahd though, will arrive with much
fanfare for an unusally long visit, The Saudis see this visit as having
"historic importance.,” The basic Saudi-Egyptian view is this: The time
is just right for a major U3 push to revive !Mideast diplomacy before
extremists in the region can gluck future moves, HHussein 18 now working
out diplomatic tactics with Arafat, the head of the 'moderate' PLO, Iraq
has restored relations with the "5, Egypt and Jordan have established tie
Israel has begun to pull out of Lebanon and most significantly, the Israe
economy is critically dependent on US hel Rearan
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Mideast as being in an unusally strong osition to pressure Israel to ’ ‘
agree to terms with Jordan and Syria. he Arabs ulgl accept either '
the Reagan Plan or UN resolutions 242. But the Reagan a?ministration is
unwilling to launch anv major initatives on its own, lest thev fail, .
Washington says the Arabg humilitaed the "5 when they didn't live un to ; .
promises concerning Lebanon. The US will tell Fahd to press Arafac for ;
Eagctia:ians with Israel. But there is no sign that the Tsraeli ‘
a
i

inet is willinp to show flexibility, even after the assiduous courtin
of the past two years. (see gﬂ-Rehm)

Italy Releases 2 of 7 Lebanese lleld on US Embassv Plot

vYT-Dionne-2/9-An Italian judge freed 2 of 7 Lebanese men who were t
irrested last year on suspision of plotting to blew—ug the US Embassy

¢ Jihad but both
that group and the arrested men denied involvement with each other.

Since the arresteds, ananymous calls have threatenad Italian interests

if Italy pursued investigation. ’

Lebanese Group Warns Cyprus

NYT-2/10-AP-A Lebanese group that held a Cyprus airliner threatened to
TErack Cypriot installations worldwide unless Cyprus releases two
jailed Lebanese.

NYT-Week in Review 2/1 Markham-West Cermany, France and Italy are scrambling
To join forces to combat a makeshifr alliance of “Yarxist-inspired

terrorist groups that recognize no “Yorders in Europe, According to

some accounts, the elimination of pglestinian camps in southern Lebanon

by the Israelis may be a factor {n the poorer training of the latest
terrorists in Germany, who have botched geveral missions, Both far-left

and far-right terrorists have heen known to have trained in Lebanon hefore

European Terrorism

3952.

sraeli Entertainers Blacklisted by UN

YT-2/10-Sciolino-Plans for a U concert to ralse money for African
amine rnfief have been held up because some entertainers who were
riginally invited have performed in South Africa and are on a '™
lacklist aimed at combating apartheid. The Israel{ ballet dancers
alerie and Galina Panov are just two of many entertainera on the list,
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Iran Cuts 01l Prices

NYT-2/10-AP-Iran has lowered its oil prices in line with re:lntli approved
Seasures taken by OPEC. This is a turnaround for Tran who initally _
opposed the pricing structures. .

lraniana in US '

HII-Z!ID-E%;-HG one knows exactly how many Tranians are in the US but \1:

is estimated that there are Eﬂﬂ,ﬂgﬂ, mostly in Washington, Y and

LA. They have different views. Some are monarchists who want the i

Shah's son to take over the throne. Others favor the revolution but t

not Khomeini. Still others, favor Khomeini but keep a low profile -

l bacuse of US hostility towards the regime- More Tranians recieved pol-*
itical asylum here than members of any other group. Probahly the

largest group here, opposed the Shah but now Oppose ¥homeini and supoort
Iranian resistance. :

NYP-2/9-Photo of anti-Khomeini protesters denouncing Iran in a rally near
EEE White House. .

Paid Ad-Tiberias Cemetary/3ank Leumi

NYT-Back page Week in Review 2/10-The World Rabbinic fommittee for the
Preservation of the Ancient Tombs in Tiberias took out one-third page

ad for "A Plea of Humanity."' They say that great respnnsibilitﬁ

for the shameful project rests with the Israeli Government which supports
and encourages the project, 'The 7ionist State of Israel did net, does
not, nor will it ever represent Torah-true Jewry."

Cartoons

Daily News Cartoon Section-G.B. Trudeau "Doonesbury” At the ™ shouting
§ near own With Israel, Long rTve the PLN, Death to the Zionists."
There is then a lunch break. Benin and Vietnam delegates discuss how
trhl N withdrawsl from Unesco have hurt their vacations.
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SECRETARY SHULTZ HAS ASKED ME TO EXPRESS HIS SUPPORT FOR YOUR

CONTINUING EFFORTS TO FIND A SOLUTION TO ISRAEL'S SERIOUS

ECONOMIC PROBLEMS. THE CONCLUSION OF THE RECENT TRIPARTITE

NEGOTIATIONS DEMONSTRATES AGAIN YOUR LEADERSHIP IN DEVELOPING A

PUBLIC CONSENSUS FOR ECONOMIC REFORM. .

THE NEW TRIPARTITE AGREEMENT IS INDEED AN IMPROVEMENT OVER THE
PREVIOUS WAGE/PRICE RESTRAINT AGREEMENT. WE WELCOME THE
SUBSTANTIAL CUT IN SUBSIDIES. THE AGREEMENT WILL ALSO ALLOW
SOME UPWARD ADJUSTMENTS OVER THE COURSE OF THE AGREEMENT IN
BOTH SUBSIDIZED AND NON-SUBSIDIZED GOODS. MOREOVER, THE
ARRANGEMENTS WORKED OUT WITH THE HISTADRUT FOR ABSORBING SOME
OF THE PRICE INCREASES WILL HELP REDUCE THE PASS THROUGH
EFFECTS NORMALLY CAUSED BY WAGE INDEXATION.

WE ARE CONCERNED THAT THE GOVERNMENT INVOLVEMENT IN THE ECONOMY
SEEMS TO BE INCREASING RATHER THAN DECREASING. WE ALSO HAVE
SPECIFIC GQUESTIONS AND RESERVATIONS ABOUT OTHER ASPECTS OF THE
GOVERNMENT'S ECONOMIC POLICY.

FIRST, WE ARE CONCERNED THAT THE NEW "PACKAGE DEAL" WILL BE

EXTREMELY DIFFICULT TO IMPLEMENT EFFECTIVELY OVER A PERIOD OF

SEVERAL MONTHS. IF I UNDERSTAND IT CORRECTLY, GOVERNMENT

AGENCIES, WITH THE APPROVAL OF A COMMITTEE REPRESENTING LABOR, .
MANAGEMENT AND GOVERNMENT, WILL BE ASKED TO DETERMINE PRICES OF

MOST GOODS AND SERVICES PRODUCED IN ISRAEL EVERY MONTH. WE

WJONDER IF THIS CAN BE DONE IN A WAY WHICH DOES NOT GIVE RISE TO

SERIOUS DISTORTIONS.

SECOND, YOU ARE ASKING PRODUCERS TO CONTINUE ABSORBING

INCREASES IN THEIR COSTS. TOWARD THE END OF THE FIRST PACKAGE
DEAL PERIOD THERE WAS ALREADY EVIDENCE THAT PRODUCTION OF SOME
GOODS AND SERVICES ARE BECOMING UNPROFITABLE AND SHORTAGES WERE
BEGINNING TO APPEAR. UNLESS PRICES ARE PERMITTED TO REFLECT
PRODUCTION COSTS, THIS TREND WILL PROBABLY CONTINUE.

THIRD, WHILE THE CUT IN SUBSIDIES IS MOST WELCOME, IT SEEMS TO
US THERE IS A DEFINITE POSSIBILITY THAT SUBSIDIES WILL INCREASE
AGAIN, AS THEY DID DURING "PACKAGE DEAL I"™. HERE AGAIN, UNLESS
PRICES ARE PERMITTED TO REFLECT COSTS, DISTORTIONS WILL
REAPPEAR WHICH OVER TIME WILL BECOME SEVERE AND FORCE A
REAPPRAISAL AND PROBABLY A REVERSAL OF POLICY.

LAST, AND MOST IMPORTANT, THE NEW PACKAGE DEAL DOES NOT
DIRECTLY ADDRESS ISRAEL'S SERIOUS BALANCE OF PAYMENTS PROBLEM.
I CAN UNDERSTAND YOUR GOVERNMENT'S RELUCTANCE TO EFFECT A
SIZEABLE UPFRONT REALIGNMENT OF THE SHEKEL EXCHANGE RATE, AND



YOUR PREFERENCE FOR SMALL ADJUSTMENTS OVER THE COURSE OF THE
TRIPARTITE AGREEMENT IN ORDER TO MINIMIZE THE CONSEQUENCES OF
DEVALUATION ON PRICES. WE FEAR, HOWEVER, THAT SUCH A
GRADUALIST APPROACH WILL NOT BE SUSTAINABLE AND WILL NOT BE
SUBSTANTIAL ENOUGH TO REDUCE THE CURRENT ACCOUNT DEFICIT OR
ALLAY THE FEARS OF INVESTORS AND ISRAEL'S COMMERCIAL CREDITORS,
THUS PREVENTING A FURTHER REDUCTION IN ISRAEL'S FOREIGN

CURRENCY RESERVES.

A GRADUAL APPROACH THAT MAINTAINS ISRAEL'S COMPETITIVE POSITION
WOULD REDUCE THE CURRENT ACCOUNT DEFICIT OVER AN EXTENDED
PERIOD. HOWEVER, THE DOLLARS 280 MILLION RESERVE LOSS IN
JANUARY ONCE AGAIN DEMONSTRATES THAT A MORE DRASTIC APPROACH,
SUCH AS A LARGE DEVALUATION, IS NEEDED TO STOP THIS HEMORRHAGE.

IN THIS CONTEXT IT IS PARTICULARLY IMPORTANT THAT YOU PURSUE
YOUR PROGRAM OF GOVERNMENT EXPENDITURE REDUCTIONS AS QUICKLY AS

POSSIBLE. YOU ARE MOVING IN THE RIGHT DIRECTION ON THE
BUDGET. HOWEVER, WHILE THE FY85/86 BUDGET, RECENTLY APPROVED
BY THE CABINET, REFLECTS SUBSTANTIAL REDUCTIONS FROM THE LEVEL
OF ACTIVITY OF RECENT MONTHS, WE BELIEVE FIRMLY THAT MUCH MORE
NMEEDS TO BE DONE. AS WE PRESENTLY UNDERSTAND THE BUDGET, YOU
WOULD START THE NEW, FYB5/86 FISCAL YEAR WITH ABOUT THE SAME
EXPENDITURE AND DEFICIT LEVELS AS AT THE BEGINNING OF LAST
FISCAL YEAR.

ALTHOUGH THE PRESENT WAGE/PRICE PACT LIMITS SOME FREEDOM OF
ACTION FOR THE NEXT FOUR-FIVE MONTHS, IT APPEARS TO US THAT
THERE ARE SOME CRITICAL ACTIONS THAT YOU CAN STILL TAKE. THE
PRIMARY CAUSE OF ISRAEL'S PRESENT CRISIS IS EXCESSIVE DEMAND
WHICH HAS DRIVEN UP PRICES AND ENCOURAGED IMPORTS. A SHARP,
UP-FRONT REDUCTION IN BUDGET SPENDING IS OF PRIMARY IMPORTANCE
AND WOULD QUICKLY REDUCE DEMAND PRESSURES. BUDGET CUTS
COMBINED WITH A FLOATING OF THE SHEKEL, OR A SHARP DEVALUATION,
AND RESTRICTIVE MONETARY GROWTH WOULD QUICKLY REDUCE INFLATION

AND RESTORE EXTERNAL CONFIDENCE.

THE FEAR OF REIGNITING INFLATION BY A SHARP DEVALUATION WOULD
BE MITIGATED BY THE COMPLEMENTARY ACTIONS OF FISCAL AND
MONETARY RESTRAINT. ADMITTEDLY, THERE WOULD BE A BURST OF
INFLATION IMMEDIATELY AFTER THE DEVALUATION. HOWEVER, IT IS5
PREDICTABLE, REASONABLY QUANTIFIABLE AND WOULD BE SHORT-LIVED.

THERE ARE ALSO INSTITUTIONAL AND STRUCTURAL REFORMS THAT YOU
CAN LAUNCH NOW TO INSURE THE CONTINUED VIBRANCY OF ISRAEL'S
ECONOMY. WE'VE ALREADY ALLUDED TO AN INDEPENDENT BANK OF




ISRAEL. IN ADDITION, WE STRONGLY BELIEVE MEASURES MUST BE
TAKEN TO ENSURE BUDGETARY DISCIPLINE. CHANGE IN LABOR
LEGISLATION TO ELIMINATE RIGIDITIES ALSO COULD BE PASSED.
EFFORTS TO SELL GOVERNMENT-OWNED INDUSTRIES AND SERVICES THAT
COULD BE PROFITABLY RUN BY ISRAEL'S LARGE POOL OF
ENTREPRENEURIAL TALENT IS A NECESSARY LONG RANGE OBJECTIVE.
THIS LATTER EFFORT WOULD ALSO REDUCE BUDGET PRESSURES.
FINALLY, AT A POLITICALLY OPPORTUNE MOMENT, YOU COULD REVIEW
THE INDEXATION SCHEMES WHICH MAKE COPING WITH INFLATION SUCH A

DIFFICULT PROBLEM IN ISRAEL.

AS YOU KNOW, THE U.S5. IS PREPARED TO SEEK SUPPLEMENTAL

ASSISTANCE TO SUPPORT A COMBINATION OF POLICIES THAT ADEQUATELY
ADDRESS ISRAEL'S TWIN PROBLEMS OF HYPERINFLATION AND EXTERNAL

IMBALANCE. BUT WE ALSO BELIEVE FURTHER PROGRESS IS NEEDED
ALONG THE LINES JUST MENTIONED BEFORE WE CAN REQUEST
SUPPLEMENTAL ASSISTANCE FROM THE CONGRESS.

WE UNDERSTAND FINANCE MINISTER MODAL MIGHT WISH TO PAY A VISIT
IN EARLY MARCH TO DISCUSS ALL THE MEASURES WHICH YOU HOPE TO
HAVE IMPLEMENTED AT THAT TIME AND DISCUSS THOSE ASPECTS OF YOUR
PROGRAM OF CONCERN TO US. WE WOULD WELCOME HIS VISIT AS A
VALUABLE OPPORTUNITY TO CONTINUE OUR DIALOGUE.
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NEWS SUMMARY - SATURDAY - FEBRUARY 9. 1985

COLUMNS

##%BOSTON GLOBE-H.D.S. Greenway-"Israel's Risky Pullout™ As Israel prepares
the first phase of it= withdrawal from southern Lebsnon, the forces of
chaocs are gathering to fill the vacuum. Bloodshed and massacre are pre-
dicted by Israelis and Lebanese alike. Israel would have had it other-
vise. Only after having repeatedly tried and failed to ger the Lebanese
to make security arrangements in the wake of Israel's departure is Israel
now making & unilateral withdrawal. The contimued casualties are only part
of the reason Iarael feels it necessary to begin a unilateral withdrawal,
The other reason is not to further alienate and radicalize an indigencus,
Lebanese people who had no quarrel with Israel until they became an occ-
upied people(Shiites).

THE PRESS REPORTS

Israel To Let U.S, Build Voice Of America Transmitter Aimed At Soviets

WASH. POST-Walsh— Israel has given approval in primciple to a controver=
sial request by the US to build a powerful transmitter in Israel for VOA
radio broadcasts to the Soviet Union, semior Israel officials said today. .
An Israeli official msaid the govt. here agreed to begin negotiations with
the US "with a view toward approving" comstruction of the transmitter in
Israell territory. He said the negotiations would center on technical qu-

estions such as the exact location of the transmitter and who will have op-
eratiomal control of it,

Hew Efforts Baing Made To Evacuate Ethicpiasn Jews

WASH. POST-Randal-A month after the airlift of Ethiopian Jews from Sudan
to Israel was abruptly broken off, new efforts reportedly are being made
to bring out the estimacted 1,500 still in Sudan, amid fears for their sa-
fety. Israeli and Jewish organizarion officials refuse to discuss any cur-
rent &fforts to remove the remaining Falashas, as the Ethiopian Jews are
called, although new fund raising efforts are in progress among Jawa abroad.

More Israelis Seek Cerman Citizenship

CHICACO TRIBUNE-(Wires)-Forty years after the remnants of Buropean Jewry
fled the Nazi holocaust, a growing number of Israelis are applying for
Weat Gorman citizemship, an embassy official said Friday. He said about

2,000 Israelis inquired about or applied for West German citizenship last
year.
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NEWS SUMMARY - MONDAY - FEBRUAKY 11, 1985
COLUMNS
#awBOSTON GLOBE-Michael Shiloh~'"Mideast Progpects'” FPeace was uppermost in .

the minds of Iaraelis in the year 1984 but one cannot deny that the year
brought with it some disappointments. The peace with Egypt was cool and
lifeless; an agreement Israel had with Lebanon was canceled under Syrian
pressura; Jovdan did not respond to tepeated i{pvitations of the Iaraell
Prime Minister to atart negotiations, etc. Did we enter 1985 with aigns
aof hope? The {golation of Egypt amonk Arabs and Moslems may come to an
end. This may bring other Arabs to the conclusion that punishment for ma=-
king peace with Israel is, after all, bearable. The renewal of relations

hatwaan Foont and Tardan 1a snarhar annd sdon. Rownr miat nar comdftdom

the fulfillment of its own obligations under the peace treaty on Lsraell
relations with a third state and a change in attitude on the part of Hus-
gein is called for.As for the Palestinians,the possibilities of their self-
rule or an accomodation with Jordan. If them, the goodwill and the real
desire for progreas prevalent in lsrael would be matched in 1985 by a sim-
ilar sttitude of moderation among Egyptians, Jordanians and Palestinians,
we should enter the year with some hope. -

M—Dn;d Pipes-"More Military Aid For Saudi Arabia" King Fahd

arrives today with a shopping list for arms totaling $3 billion, The Re- .
agan administration has decided to institute a comprehensive review before
respouding to his request. To sell the King what ho is geeking will not

improve the Cwo countries' ties - more likely, they will be damaged. Io-

gratirude and perfidy are mot the explanation for Saudi Arabia’s actions-

rather, the answer lies in the contrary aeeds of the Saudi and US govis,

1f a steady partnership is ever to be built with Riyadh, it will be based

on modest and discreet relarions, not on Weapona and spectaculars. |

THE PRESS REPORTS
Four Israelis Dis In Attacks In Lebanén s ‘

WASH. POST-Walgh-Four Israeli soldiers died today as a result of attacks

in southern Lebanon, and Israeli warplanes attacked a suspected Palestinian
guerrilla base in eastern Lebanom in apparent Tesponse to the casualties Ia=
raeli forces have guffered as they prepare to withdraw,

Yot On ASS ‘
Mﬂm@hu}-h expected 5 milliom Syrians began casting ballots yes- |

/ terday (im what was merely a formality to re-elect Assad to a third seven= ¥
year term. He was endorsed for another term last month by the 800-member ., one
|
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Jerusalem, February 8, 1965

Dear Y'r. President,

In the best tradition of your precedent - setting |
presidency, the coincidence of your second innaugural
address with your 74th birthday, bnd the warm reception
of both by the joint seasion of Congress, reflect the
sentinent of many beyond the continental boundaries of the
United States of America.

ay [ join the many who are awed at the youthful
display of your presidency -- in person and in office —
opening a nev ahd cxciting cnepter iy American and world
history, launchin. both to ncu horizons at the time when
oot of your predéccssors retired to record their contribution.

Ny wery becb sdghes oo oa heppy olrthcay and as wany
happy retucns as it nay take to acronplisi your dreans of a
sekttor and safer surld,

Host sincerely,

Shiwon Peres

President Roialv e jan
The White House
WASHINGTCN, D.C.

United States of Acrica
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’{y[ News Summary February B, 1985 G ¢ %
Columns " .

NYT-Kenneth Bieglkin "Keep the Russians From the Mideast" Mideast peace
1t best served by avoiding an international conference because suc
conferences tend to develop their own dynamics, which may reduce US
options, Shultz assured Rabin that the US is opposed to this type

of conference. Once the Soviets are involved it would be difficulr

to reverse, The Arab-Israzeli situvation has onli made progress, in the
paet, when the Soviets were kept cut. The Kremlin has done nothing to
warrent their inclusion in talks., It has shown great hostility towards
lsteel, severing diplomatic contact and refusing all overtures towards
:nrdiniity. 1t supports both wings of the PLO, spurred the Syrians

to disrupt Lebanon, fosters anti-Zionism in the TN, anti-Semitism at home
and supplies both sides of the Iran-Iraq conflict,

NYT-2/4-Gideon Rafael "Slow the Midesst Race” The adminsitration's F
Jecision t6 sUFpERT new arms sales to the Mideast was & dramatic and
welcome step. e nnxt step should involve both sunerpowers in a
comprehensive effort to slow the arms race in the Mideast. Instability g
is endemic to the region. The area from Kabul to Casablanca is overstock .
with arms. The purpose of these arms are to wage locel wars., Oil is

the Mideast's most coveted currency and arms are used as pavment. But
the arme trade is hardly dependent on oil, Isrzel hasn't remained aloof
from the arms race but {: has been g lonely volce, proposing time and
time againto put &n end to the mad competition, The burden to end this
is on the superpowers, arms control talks may offer an occasion for
consultation on the Mideast arms race.

Prese Reports

Isrecl Accepts Voice of Americs Transmitter

NYT-p.l-Freidman-Israel has informed the US that it will permit the

[ Trscellation of a Voice of America transmitter in Israel to enhance

US broadcasts to the Soviet Union. The decision was conveyed to the
15 week: ago. The Israell gov't refused to comment for fear of drawing
more attentitn to the transuitter, which they fear might cause problems
lfur Soviet Jews., US officiale thought it important for lsrael to grant
the request. Senlor Israeli officizls believed there was no way to
turn down the request,
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“BEypt to Allow Basil for Briton in Plot |

o T i v l
Egyptian | t is prepared ro release a Briton who vn-. ;
ained in comnection with a purported plot to kill an exiled political’
onent of Qadeffi. He will not be allowed to leave Egypt but he

mi ‘be allowed out on baill for humanitarian reasons, gypt has hard

evidence of continued efforts by Libyan agents to engage In terrorist i
atteckes in Egypt, !

Shiites Seize, Then Free Plane

NYT-UPI-Gunmen seecking freedom for ‘rjlajflﬂd stsocistes seized a Cyprus M
Airways jet at Beirut aixport and threatened to kill 12 hostages, but . |
suurendered 5 hours later,

Letcers ‘.: '

DN-Malcolm Hoenlein states that the DY editorial that apgreed with Italy
In Ireeing Walter Reder was morally offensive. Prison terms can never
be enough punishment for Nazi killers.

} Natien on Sharon .

‘{Nation-2/9-Editoriel "Sharon Defamed?"” The jury was fortheoming about

"5 wistakes, It might have been candid about Israel, its politicans
gnd its military commander in the invasion &nd occupation of Lebanon.
Others, however have been more forthcoming, and some of the sharpest
criticism has come from Israel itself, where Sharon has filed suit against
ime but not epainst any local media, Exerpts of reaction frem Ieraelil

ress 1s given, These include quotes by Hirsh Goodman, Simcha Ehrlich
and Avrham Tal.
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NEWS SUMMARY - FRIDAY - FEBRUARY B, 1985 L

THE PRESS REPDRTS

lsree]l May OK VOA Transmitter

*kaWASH, TIMFS-(Wires)-Rabin has agreed to 8 US request for & relay station
in Israel to transmit Veice of Americe programs to Europe, an Israeli
newspaper reported vesterday. However, the establishment of the station
requires the epproval of a majority of the 25-member Cabinet, which has
not yet brought the issue te a vote, In principle the Israeli attitude
ie positive," the officisl said.

Iraq Supplies PLC Army Unit

WASH. TIMES-(Wires)-Irag is helping re-equip & PLO army with howitzers, .
multiple rocket launchers, armored combat vehiclee and other wespuns,

according te PLO Chariman Arafst smd other Palestinian sources. About

1,000 members of Arafat's foree, the Palestine Liberation Army, paraded

1o the southwestern Iraql desert town of Messsyeb on Wednesday to cel-

ebrate the PLO's 20th anniversary.

Egyptian Urges US To Prod Peace Process

WASE, POST-Dickey-Egvpt's foreign minister called on the Reapan admin-
istration yesterday to play "a reactivated and vigorous role" in the
etalled Middle East peace process, warning that "a semse of despair”
would play into the hands of the reglon's extremists, He said, "you
dor'r need to recognize the FLO, you have te establish a dialogue with
it."He alsc said that "the US has a crucial role to play as the honest
peace broker accepted by all the parties.”

Haig Bays US Assault On Syrians Could Have Saved Marinee In Belrur

WASH. POST=(A¥)=-Hair sold vesterday that 241 US servicemen would not

have died in the October 19B3 terrorist bombing of a Marine barrackes in
Bedrut if Fresidect Reagan had crdered a preemprive ettack en Syrian
troops in Lebanon."lt 15 mot the Iranisn govt. which is ruaning terrorists
in the Mideast today," Halg told the Senate Foreilgn Relations Coten., it

iz Syria and Qaddafi's Libya."
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A senior administration official, with unusual exactness
and candor, set forth this week the basic principles
underlying the Administration's approach tg .the peace
process.

First, having a peace process underway 1s essential,
for three reasons:

| a) keeping alive the possibility that it may B
| ‘ - accomplish something in the region;
| i b) securing U.S. control of the 1nltiat1vl in order
| to keep potential mischief-makers .off balance;
¢) preventing pressures and frustrations from
building.

The official stated that, "There is no doubt in the minds of
the top U.S. policymakers that it {s Imperative to make
progress and succeed.”

Second, at the same time, it i{s not in the U.S5. Interest
to act and fail at moments when conditions are not right for
progress. We owe it to our friends in the region to know
when the moment is right,

Third, nothing can be achieved except through direct
negotiations between the Arabs and Isrsel; this may seem
obvious to us, but it iIs essential to communicate it to oqur
Arab friends who sometimes think that they can conduct their
negotiations solely with the United States. To the Arabs we
Say: we do not have the power to impose an cutcome; our
influence (over Israel) is greatest during a negotiation; it
ls therefore in the Arab interest to get something started
(on the peace process). To Israel we.-say: the status quo in
the West Bank and Gaza is not viable over the long. run; we
can fix it through negotistions.
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To the Arsbs we also say: there ls no rooa for the U.S.
to strike poses and postures just to earn good will. L[]
feel responsible for progress and our Own behavior should not
complicate things.

we stand by the September 1 initiative as a procedural
approach to get something started--not as a blueprint. Both
sides want us to modify a part of it, but we're not going to
tinker with it because that would lead us into even bigger
controversies about abstractions. The decisive issue is not
what we do, but what the parties do: in that regard, Israel
has been somewhat ideologically rigid while the Arabs have
been structurally rigid. ;

The Arsbs are now doing what they should be doing: con-
ducting a serious internal dialu¥ue on how they can produce a
vehicle for real negotiations. t is their problem, and they
aust work it out.

Fourth, Jordan must be involved as the key party. The
{dea of Israel-PLO negotlations is a flﬂtlli. rejected by
both sides. The U.S. has an interest in bullding up moder-
ates, not radicals. The U.S.-PLO problem ls not because of
this organization or Henry Kissinger's 197% promise, but
because our experience in dealing with the PLO and htln*inq
the Soviets in taught us that it achieves nothing. Arafat's
speech at the.PNC condemned imperialisa and Zionism, praised
the USSR, and even pralsed Nicaragua. what are we supposed
to do with that? The Palestinisns are paying a price for
(the) Rabat (conference of 1974). Progress on the
Palestinian issue must be through Jordan.

Firth, negotlations can work. Our past suctess with
Egypt and even Syrla proves this.

This 1s not only the Administration's policy, but they
also believe they have an opportunity to put it iInto practlice
in the next few maonths. They are pleased that Arab leaders
are now talking about tllking and are optimistic about King
Hussein actually entering Into the peace process (anytime in
the next &-12 months). - They see Arafat's advisors split over
whether or not to go with Hussein, which paralyzes Arafat in
the process. When King Fahd of Saudi Arabia comes to
washington in two weeks, tha Administratlion is expected to
tell him to back up Hussein in the peace process and publicly
accept U.N. Resolution 242, In the process, the
Administration hopes to create a “context™ that will justify
an erms saless both te Joxdan and 3audl nnnh,-puuihiy
linking movement on the peace process to approval of a sale.
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Eaturday, Fehtrusry % » Mendzy, Februosry 18, 1968

Saturdsv, Febroary 9
1:50p dzot NaY TH 848

Sundavy, Fehruary 10

21002 oary ROME

overnighr: Am-seciatorl Falace Hotel
70 via vVittoric Vensto
001 396 47 38 31

Monday, Febroavy 11

dipt EOME VIE Alr Foree
Arr ¥Yhartoum -0 -
meet w/Prasident Gaafar Nimeiri

s W om mm= s e iy

Overnight; Xhartoum

Tuecsfav, Februarvy 12
G:00a dpt Fhartoum wia Alr Force
9:C0a arr Rddis Ababa

"overnigkb:  Addls Abaka Hilton
‘tel. 448400

Wnsnpsdavr, Pebruarv 13-

71302 dot Addis via chartered aircraft (30 seat Stol &ircrzafi)
9:350 @rr Gonder (tour Palasha villiage=)
f -, R

" s P "*. -

overnight: Gonha Hotgl, Gondes
Thursday, February 14

7:30a dpt Gondew
G:00a Ary Makelle

vigit feeding/relie® =zites
4:00 meeting w/Chairman Mengistu

Ad
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7:30; dinner w/Charge Davis Xerp, Ethinplay,
officials

Fridey, Februery 1

B:002 dpt addis wvia RAir Porcs
§:302 &rr Nairohi

AIU/Meals for MU11dnmy Fepresentative Mawy Adligac ¢ te
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Yridav, ¥ebruary 15, 19289 e . Lfr
visit Kawangware Project &and Dandora w/Mary Adiedo Foumu
‘Reuben Jehn=on and Altrena Muckuria (Tel. 233-667E)

Family Planning International Aasistance

mmﬂt Intarmnt_!_ﬂ_mtal' 'citY Hall “ﬂ.y: tel, 33 £33 O -'.':;_-J. : .
§azuz2day, Februarw 16, 1385 ar '-7'3

B:090: &=t MAIPOEI via Air Force plane

NOON  arr TEL Aviv- ﬁ. ar ndidesiy
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Monday, Pebruarv 18, 1985
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" 9:10a dpt TEL AVIV TW 802
2:05p arr JFK (stops 4in Parie en route)

4:10p dapt JTY TW 749
%:1%p arr RaT
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GUIDELINES YOR ACTION ON PAMILY REMNIFICATION

BEgs enclosed backgreund paper, talking points, trip reports from
Representatives Wolpe and Ackerman, and corregpondence betwéen
Representative Wolpe, Goshu Wolde and the State Department.

To reach An Agréement 0 allow Ethloplan Jews Lo De rednlted with
their families in Iscael (8ee gpecific ebYectives in endlosed
backarooned paper).
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FAMILY REUNIFICATION OF ETHIOPIAN JEWE _ I?g

—

Background

Whils over 13,000 Ethiopilan Jews are now Ln Jaracl, =t lesst 4,000 are bBelieved
o be stranded in refugee camps in the Eudan, and 7,000-10,000 remain in
Ethiopla, WMozt ef the latter group sre women, Cchilldren, slderly men, and the
infirm whe arg nat physically fit Lo make the dangerous and extremely arducus
overlaand journey by foot to SBudan. Most of those Jews still in Ethiopia have
relatives in Igragl and virtually all of ‘them wish to leave Ethiopia to bhe
reunited with thelr families.

Thoe Ethicplah government has traditionally refused to recognize & right of .
enigration for any Ethicoplan citizens And has traated the decire to enlgrace da

an arffront and an expression of disloyalty. People apprehendad while trying tc

leave the country illegally are often harshly treated. Ino practice, of ooursas,
hundreds &f thousands of Ethiopianz have left the country to escape political
oppression and ararvation but, legally speaking, emigraticn is still

prohibited,

In the last cocuple of years, soveral efforte have beean made to secure the
government'a agreement to allow Ethiopian Jews to leave the country to rejoin
tamily members in larael. Rep. Howard Wolpe met with Forelign Mintster Goshu
Wolda in 1983 and zecuréd hie oral agresmount to allow designated Prhioplan Jews
ro laava for Israel. Wolpe subaequently passad to Goshu a list of numes of
Behioplian Jews eeaking reunification with their families in Israel. Goshu said
Af chese pecople would travel from thelr Gondar villages to the capital, Addis
Ababa (a 250 mile dourney which requlrers an autherizad travel permit), they
could apply for exit permitxs to leave the country for Israel. This procgss was
never triad 4E OO OO WaE @ver appointed wimhin Erhilopla to oocrdinate and
suparvise either the movement of Ethiopian Jews from Condar to Addix and the
processing of theilr papers in Addia {gee Family Reunification Objectives). .

Ghjectiver

1. To secure agreemest in principle (and in writing if possible) from the
Ethiopian government — Af poagible from Chairman Mengistu him=slf == o
allow Ethiopian Jews to leave the country Lo be reunited with thair-
families in Israel.

2. To secure authorization for the appointmesnt of two people mutually agroead
upcn by Eenater DeConcinl and For. Minister Goshu Wolde (one person sach to
b= proposed by the Benator and the For. Minister) who would arganize,
facilitate, and gversss tha procesa whereby Ethicplan Jews ¢an apply in
Addis for emigration (on the grounds of family reunification).

J. To securs permite for the Ethioplan Jews t©o travel from Gondar to Addis
where they will apply for exit permits to leave the country.

4. To obtain the names of thoge Ethigpian government official= with whom
Sengtor DeGonoins will correspond on this ia=sue upen hls return to the US.

5, To assure Goshu Wolde that the perssn who Senater DeGoncini aprotnte to
cootdinate the Famlly ¥Yeunificetion procesc will bDéglrt workinog a4z goun e
pogsible and that they will provide an up-to=dste laszt of Jews in Ethiopia

-

ant their relatives in Israel,
L4
6. To ensure that the State Department &nd the American Emhasgy 1n ARddis ababe
t:. & Bty B g i ilT i T . (Rh # i Ftl pet
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Talking Folintsy f

—— 1 have come to Ethiopia, in part, to follow up On & matter Whicr reveral
Members of Congress have raised in tha past — the reunificaciun ot Ethigpian
Jewish families.

-« Wg arc concerned about the fa¢t that several thousand Jews in Ethiopisz are
seperated from their familie= — husbands from wives, and parent= Erow Shildren
— maw outside of Ethicpia. Thaoy scek only to bec allowed to cxeorcisc the
universally recognized right of family reunification. This could ba dana
cuietly and at no cost to the Erhloplen goVernment.

— This itz & bumanitarian 1ssue of great concern to many Membars of COngrass,
ancng others, Congressman Wolpe, Chairman of the House Africa Subcommittes, and
Congregsnan Gary Ackerman have disgussed it with you before. ¥rankly, it iz
difficult for hmerican leglslators o understand why, at & Lima When We ara
providing massive assistance to alleviate potentlal asrarvation for millions of
Ethiopians, the Ethiopian government ie reluctant to make 4 simple humanitarian
geature to relieve the personal suffering of a few thousand people whe have
been Beparated from thelr families.,

== AS you know, legislation is now being #ocught in Congress to provide saveral
hundred million dollars worth of famine rellef for Ethiopia over the next yaat.
These efforbe #re enceuntering considerable resistance because nf racent
Yeporce — true or not =- about diversien of food, interference with
distribution of food te Btarving pecple, and a variety of other human rights
problems.

~= The efforts of the friends of Ethinpia to authorizae & generous tamine
relief prograr, and to overcome these Tongreszsional mizgivings, wonld be
greatly halped if I could report privately to influgntial Membere of Conurese
that the Ethiopian government was taking a4 humane and forthcoRing position on
"the issue of the reunification of Jewish families.

—— What we seek is a =met of orderly and recognized procedures through which
all Fchicpians who have close relatives in Israel can apply for permission to
leave the country and be reunited with thefir families. Once the presence of
clese relatives in Israsl ia conlirmed, 1 would hope that bthe necesgary
documentation would bg provided And departure would be permitted in short order
with 2 minimum of obstacles. We would hepa that this procedure could be open
to all those Ethioplan Jews who wish to rejoin their families abroad.

— T& enesure that a family reunification pregram is run amoothly, it would be
peceszary to appoint two coordinators t0 afsis=t these Jewa who want to leavs
the country, Thess facilitators would be mutuzlly agreed upon by Senator
DeConcini #nd Foreign Minister Goszhu Wolde. They would be stationad in Addis
Ababa 1in order ko maintain lisson with your government. They would halp Jews
o Gbtaln the pecessary permlts and make Ltravel arrangemehite. These
facilitarora cowld be mither Ethioplan or non-Ethiopian.

= 1 will gdviege the Mrerican Embassy in Addis hbak: of thess discubsions dand
will agk the Charge d'Affaires bo Blay In Gloee contact with the Forelen
Minlater cnn:nrnini 1mPLEmgnhAt;Dn Ol any aQreelgnt.
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ODATE?: oa2s/a7 /85

U.%. TO DEAL 'FLEXIBLY, CONSTRUCTIVELY' IM ARMS TALKS
{(Excerpts: McFarlane on 'Worldnet') (35,7300

WABHINGTON == White House Mational Securiby AfFFairs Adviser Robeid
McFarlane says the United States will enter arms contreol tallks with
EHe Soviet Unidon in Geneva beginning March 182 "sreparec to deal
Flesibly, constructively, with the entire agenda of strategic systems
as well as with INF systems.

Thie talks offer the prospect of "finally Begirning to move down the
raad btoward the reduction of nuclear weapons," McFarlane said February
7 in a satellite television news conference with Journalists in .
Western Eurapg and Asia over the U.S. Information fgency's "Worldoeds "
transmissian.

Following are excerpts from the transcoript of the news conference®

({BEGIN EXCERPTS)

MODERATORI Last night, before a Jjoint session of the Congress of
the Lnited Statess President Feagan delivered bhe first State of the
Linion Mezsage of his second administration. The adoress coversd a
broad range of subjects: both domestic and foreiogn. ...

I'd like to ask a bit about the President's call for a asceond
American revolytion, as it pertains ko Foreian policy, He mentionesd
of course, a number of specifics, brade neaotiatiorns, arms st rol
spacay and support for freedom Fiaghters. IF wou were to summarize i,
does this add up to a more activist foreign policy in tThe secoand
administration? If so, how?

MR. MCFARLANE: I think the President was sxpressing what is made
possiible by the renewed strength of the lnited States, arhisved in the
past four years, economic strength as well as strength sufficient to
deter aggressiony and that he believes it possible, in the crming
years, to apply those resources, sconomic mostly, o a program of
intsnse nation building, to foster development in third world .
countries, to continue to deter conflict by maintaining our sitrenath,
antd to apply this dynamism that has come into the United States _
economy and is now emerging in other industrialized countries, in your
audience todayy to a collective effort to make the world a safer
Place, mostly through economic development and the application of High
technology, to the improvemsnt of the human condition.

MODERATOR® Thank youy Mr. McFarlane. We'll go now directly to our
audiences overseas for their guestions, and we'11 bBegin first with Tha
Hague.

GUESTION: My first question concerns the speech, the State of the
Union. President Reagan said that the United States is the leader of
the free world. And he would support freedom fighters all over the
worla. Is there a certain understanding for the tradition in the
Soviet policy, after the Second World War, that they surrounded theis
territory with satellite states, with states with friendly
guvernments?  What's the position of the goversment in Wash ington
about that?

MR. MCFARLANE: To begin with, the United States and our friends in
Eurape acknowledge that the World War TT accords gpromised a number of
things on both sides, and from the Soviet side the promise included
elections, free choice, free institutions, in all of the liberated
countries. Unfortunately, this simply hasn't happened, yet.

i
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The president's reference last evening was focused primarily upon
those countries in which people have had removed from them, were
dizenfranchised, the ability to express themselves through normal
institutions of press, religiony labor organizations, and so forth,
and he saw, and statedy his view that the United States and other
countries have an obligation to support pecple strusgling for freedom.

He specifically mentioned from Afghanistan to Micaragua. And it's my
sxpectation that trying to respond to regquests for help by countries
who are under pressurey from these locations, an act of self defense
will be an important priority of this country, in the coming years.

G* Aren't you afraid that the president's position of a strong,
superior, fAmerica, will have a nesgative effect on relations with the
Soviet Union, and European allie=s as well? I mean this®* You can be a3
champion of peace and fresedom without boasting about your own
strength.

gr It isn't a matter of boasting, nor is that the president's
intention. I think a simple examination, though, of recent history
makes clear the correlation between deterrence and peace and
stability, which has been the record of the past four vyears, versus
what hapepens when this country and our friends become weak. We can
recall the period of the late 1970s, in which the United States and
our friends had allowed our strength to decline, to include ocur
economic strength. You will recall that was accompanied by a greater
willinaness on the part of the Soviet Union to take riskss to expand
their influsnce directly or indirectly, and we saw that accelerating .
pace from Afghanistan, Angola, Ethiopia, South Yemen, Indochina,
Nicaraguay but in the past four vears, as together we have sought to
renew our strength and sense of purpose, that trend has been arrested.

Q@: (inaudible) -- Star Wars program for the protection of Europe?
The European governments don't like the program. It will increase the
developments in NATO and the war will be playina above Europe. What's
your reaction to that?

A: I'm not sure I got the first part of vour guestion. If it
refers to the Strategic Defenze Initiative and how it relates to
continued deterrence and defense in EBEuropey, it's clear that, while
this is a research program that will take manyy many vears to define
and examine, that from the beginning our responsibilities in Europe,
and the imperative of European defense, will be central to this
program, that clearly any technology that develops and is proven as
feasible for the defense against ballistic missiles would be applied
against those in Europe as well.

Now, clearlyy this is an undertaking that is uncertainy, but if it
offers the possibility of non-nuclear defense, over time, it's a
possibility worth pursuing and, I think, one that would be welcome to .
the people of Europe as well as those in the United States....

3: Secretary Shultz said in Geneva that the United States has new
constructive ideas to explore in the negotiations with the Soviets.

Can you -- is it possible for you now, after a month, to enter into
specifics, especially in the field of -- especially in relation to the
INF?

Af The Linited States has had a yvear in which to reexamine its
approaches, both to the intermediate-range nuclear talks:, and to the
strategic-range talks. We spent that time very well, in a very
thorouah examination of alternative approaches to the outcomes.

Now, our fundamental principles for the conduct of the INF talks
you mentioned haven't changed. That is, that it is important to our
allies and to us that the outcome be equaly that we have equal
antitlements on a global basis. Also, that these not deal with,
.because they are not a part of this negotiation, the forces of France
aor the United Hingdom.

But, in this contexty; we have examined what alternative approaches
might hold some promise of getting results. I don't think it's
appropriate that we discuss those in open fora such as this, but it's
given us a number of ideas, flexibility, and the ability to deal
constructively with what we hope will be new ideas on the part of the
Boviet Union.

We've applied this same process to the strategic arms talks and
will enter those prepared to deal flexiblyy constructivelyy, with the
entire agenda of strategic systems. So, we look forward to this. HWe
think it offers the prospect of finally beginning to move down the
road toward the reduction of nuclear weapans.
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G:; I would like to ask you about concrete details of the announced
increased support by President Reagan for the freedom fighters in
Micaragua and in Afghanistan.

Al The president, last night, referred to his sense of obligation
to support those struggling for freedom, in a global sense. He did
make particular reference to the regime in Nicaragua which has
practiced a policy of repressing the sxercise of free press, religion,
assembily, organization of labor unions:; (and) haz been identified as
involved in narcotics traffic internationally. All of these things
Rave, naturally, led to an opposition in that country, an opposition
that was part of the original revolution, originally Sandinistas, but
who have now been disenfranchised by a small element of that original
Qroup.

MNow, the effect has been that the Micaraguan government's
deliberate policy of subversion of neighboring states, including El
Salvador, has led those countries to ask for help, and this request is
a legitimate right of self defense by Salvador and other regional
states, to which the United States has responded, in accordance with
the U.M. Charter and the 088 Charter.

Mow, it is clear that the policies of the Nicaraguan regime are
uncermining the security of their neighbors. The United States
intends, wherever this condition arises, and important Gmerican
interests are at stake, be it in this hemisphere or slsewhere, to seek
to be responsive to people who seek nothing more than democracy and
freadom. .

Mow, we want to listen to our Congress and see if together we can't
forge a means that can be supported by all of the American people for
this alobal policy of trying to expand the growth of fresdom,
democracy,y throughout the world....

@: May I ask whether you see any possibility to reach, let's say,

a more or less preliminary agresement on the halting of further INF
deployment on both sides, in order to improve the Geneva climate?

A I think that the United States, for its part, and with our
allies, have said many times that we would be prepared to halt, to
reverse, to completely eliminate, the western deployments, in the
context of an agresment overall that provides for equality.

Now, we do enter these talks in that spirit, and hopeful of that
outcome. We have to take note that on those occasions where the
Soviet Union has stated that it would observe a moratorium, the
reality has been to continue deployments, and we take that very
seriously.

W2 believe that in the past year, two years, it has been the
cohesionsy the solidarity within the MATO Alliancey which has, first,
stressed its preference for an arms control agreement, but absent .
thaty ha= been willing to go ahead and take the necessary step of
keeping the balance through deployments, that has now led to the
prospecty in Geneva, of serious talks toward the elimination of those
systems. Soy we are open to all ideas.

We have a solid sense of historical precedent on the part of the
Soviet Uniony which has not been encouraging with regard to moratoria.

But we are ready to halt, to reverse, to eliminate these deployments,
in the context of an overall agreement....

G! Fresident Reagan has attacked one more time the goverrment of
Nicaragua, and has asked support for the contras. Tomorrows; the
British Prime Minister, Margaret Thaltcher, the strongest ally of the
U.S. in Europe, is receiving the Vice President of Nicaragua, Sergio
Ramirez. What do you think about this?

AT The authority in the British government to do business as it
sees fit is surely not a matter for United States comment. Our own
disagreements with the government of MNicaragua are well known and they
are ones that we discuss with that government, as well as with our
friends in Central America. Qur policies and our goals are well known
to our friends in Europe as well, and we're always open to suggestion,
and listen to their ideas. 6nd that will continue to be our
POlicY . s iva

G My gquestion is in relation to military and economic aid to
Latin fmerica. Peru is one of the most favored countries in this
respect. Do vyou intend to maintain this aid in the case of the
probable tryving of the left in the next Peruvian election?
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A3 The United States concern with the very, very severe problems
being faced by Peru leads us o an interest in helping, vherever
possible, and we have talked with President Belaunde here, during his
vizsit last year, about how the United States might be helpful. It is
not the place of the United States to invalve itself in the internal
politics of the country, nor shall we. Howsver, our readiness to be
helpful , where possibley within the resources at our disposal, is
clear, and our support for President Belaunde (is) also clear.

@' I would like to ask you why there was no reference to the
Lebanon guestion in the President's speech of yvesterday night. It was
in the first draft of the speech and it was omitted,

A I believe that as much as the President would like to devote
focused attention to the many, many, many countries with whom we have
an interest and responsibilities, time constraints simply don't allow
for sach. The United States' concern for improving stability in
Lebanon is a matter that's on the public record, and has been far
years, and we remain devoted to doing what we can to lend to that
stability, over time.

The draft-did not change in that respect; with regard to Lebanom.

More generallyy I think the president's references +o our
obligation and sen=ze of responsibility to work for peace, for
improving conditions of human rights, for improving the economic
conditions in countries throughout the world, these are applicable in
Lebanon, as they are to countries in the developing world, throughout .
the globe.

G: The European Parliament, which represents 273 million people,
is discussing more and more security policy, and the aim of the great
parties in the European Parliament is to strengthen the European
identity in security policy. And our aim isy I think, to have a
second pillary a European pillar, beside the fmerican pillar, within
the Western alliance. What is your attitude concerning these European
ambitions?

AT We very much welcome European interest in optimizina, getting
more out aof, the total package of contribulkions that we make
collectively to Western defense. all of us have realized, and
particularly since the mid-1970s, the importance of strengthening
conventional defense, in particular, and that we can do this more
equitably with a better division of labor between the member countries
of the Alliance. So, we very much welcome that. &nd we welcome the
separate, but related, intra-European interest in strengthening the
European component and the identity, as such, of Europsan self
defenae.

So, this is a constructive concept that we are now; and we sxpect .
to continue to work closely with our European partners in developing.

G VYou've been having some difficulty in the ANZUS Pact this week,
which I think may have some implications for the MATO allies too.
You've withdrawn your forces from exercises with New Zealand because
they were not prepared to welcome U.S. nuclear ships. What are the
implications of this? What are the lessons of this for MATO allies,
of which there are several, which have their misgivinas about allowing
nueclear weapons on their soil?

Al I think that the record of the countries of Europe has been a
very solid one. The record of the people in Europe has been to
express an understanding that, as much as all of us would like to do
away with nuclear power, nuclear weapons, that this reqguires some
steadiness, negotiation, and patience, that indeed, because of the
enormous power disposing o the Soviet Union, there is a price for
Peace, and that price is vigilance and a certain contribution to
systems that deter conflict, that kesp the peace.

And we must work to make sure that we do everything we can to
reduce those systems, and we shall, but we cannot avoid the enormous
power that we confront on the other side of the Border, and our
responsibility, if we desire to keep the peace, i1s to maintain our
strength and our readiness +to negotiate lower levels, But the record
of the people of Europe, and particularly in the last two years, has

been very solid in acknowledging that that unfortunate burden is
essential .. ..
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G: T wonder if you've been advised officially by the Soviet
leadership about President Chernenko's illness, about the nature of it
and whether vou feel that perhaps the Soviet Union is entering another
transition phase, another power vacuum, that might have implications
for the negotiations with the United States, in a number of areas. 1
wonder if you could comment on that.

A: Firsty, it's out of place for me to comment upon the health of
the incumbent leadership in the Soviet Union. To answer your
question, we have had no official notice of any change in the
leadership or its condition. On the second part of your question, I
Ehink that we have to deal, in our own government, on the basis that
the Soviet Union is capable of taking decisions clearly. At the same
time, during the transitions which have occurred in the past three
years, there has been a slowdown in the pace of decision-making
normally associated with the kind of transition they have had.

Ancl one can assume that would be the case again. We hope not. We

are ready and hopeful that a healthy pace of negotiation can be
sustained at Geneva.....

T @F Mr. Reagan says repeatedly that Moscow did mnot live up to the
falta agreement, and this is to become an important issue in the
coming months. Aren't you afraid that this will have some effect on
the atmosphere in Geneva?

Al I think that the United States has never believed that it is
sensible to ignore disagreements, and this is a very fundamental one .
which is not only a matter of concern to the Unitecd States but o our
friends in Europe as uwell.

The: United States enters the negotiation in Geneva with specific
interest in reducing the level of nuclear arms. We have a broader
agenda with the Soviet Union that involves regional disagreements,
issues of human rights, and bhilateral issues where there is some
promise of greater cooperation.

But the entire agenda has to be trested candidly, openly, and we
shall do =so.

G: Germany and pther European countries have seen a wave of
terrorist attacks against installations and persons involved with
military research, military programs, or NATO projects. What do vou
think® Which are the reasons for these attacks and don't vou fear
that the European peace movement could become violent if the
superpowvers do not agree on real arms reduction?

A: I think that the basic contradiction between peace movement and
violence ought to provoke a question in the minds of people evervwhere
about how one truly wages peace. And we think that there are certain
concepts which historically have gotten success, and we believe that .
there is the promise of progress on arms reduction agreements. We
intend to devote our fullest efforts to that.

The wave of terrorism that has emerged is devoted to weakening .our
systems, our institutions, the expression of individual freedoms, as
well as to promote, here and there, the extremist cause of the
terrorist groups involved. It's the kind of thing which really does
threaten fundamental institutions and justifies the closest possible
cooperation between our countries, in the exchange of information, in
our police records, and the ability of our police, working together,
to identify, track, apprehend, and prevent these kinds of things.

But we cannot be frightened away by them. We have to be, remain,
firm in our commitments to principle and our values.

G I'd like to come back to the ANZUS Pact events, if I may, and
to the lessons that there may be for NATO. First of all, is this, in
fact, a new departure in U.S. policy, the response to the New Zealand
decision not to give facilities to nuclear ships? And secondly, what
is the U.S.y if anything, going to do about countries such as Denmark,
Norway, Greece, and I think in some cases Canada too, which place
restrictions on the nuclear weapons on their territory, or are seeking
to remove nuclear weapons from their territory?

At I think fundamentally the foundation of alliances, whether
Pacific or European, are based upon the proposition that there is no
free lunch, that each member of that alliance has to contribute in
ways that involve risks, sacrifice, and surely the United States wants
to minimize those and to come to terms with our allies for those

sacrifices and risks that will minimize them. And we have, and we
shall continue to do so.
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" But I think all of our allies look o the East and they see an
expanding level of threat, here and there, and they recognize that
historically the only way that free countries have been able to deter
and withstand this pressure is to be strong, steady, Fatient, and
willing to exercise theses sacrifices, so that over time, perhaps, the
other side will get the message, and we can reduce the tensions which
require these things.
But the relationships that have been established between the United
States and our friends, are longstanding, satisfactory, =afe, and
workahle, and are a cost of doing business in the late twentieth
century, for as long as ue face the threats that we o wa
G: Since the president has =ent the budget plan to the Congress
with an enormous increase in military spending, I understand there is
enormous opposition in the Congress. How do you view the Possibility
of this budget plan? Will the Congress pass it with less alteration?
At I think there is every basis for optimism that the defense
budget will reflect real growth at a scale required to meet the
threat. Let me stress again that the amount the United States is
devoting to security issyes today is less than it was at a time 30 or
40 years agoy as a proportion of our gross national product. In the
fifties, when the threat was relatively benign, we wers spending 10 |
parcent of our gross national product. In the sixties betwesn 8-1/2
and 7 percent. But that declined by the end of the 1970 to about |
five percent, at a time when the threat was growing considerably,
Now it's between &-1/2 and 7 percents not an inordinate burden upon
the fmerican people, and we would expect that the Congress would share

that opinion and you would see this budget, largely intact, emerge at
the end of the vear.

(END EXCERPTS)
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NEW_SUMYARY WEDNESDAY FEBUARY 7, 1985

EDITORIALS

MUBABACK'S ICAL MESSAGE

BOSTON In his call for direct negotiations hetween Israel and a joint .
Jordan alestinian delegarion, Pres. Mubarack was expressing his view that

the time is right for a good faith effort at Arab-Israeli negorciations,
Mubarack's statement wastemperate, flexible and realistic, Acknowledging the fact
that Israel would not negotiate with the PLO, he proposed that wesr bank leaders
would come to the negotiating table other than PLO senior officials,

TILT TO PROCRESS

CHRIS, ﬁi. ;ﬂ, At this moment the Resgan administration is wise to be
cautious t any breakthrough in the Israeli-Arab relatiocns, The camp David
framework remaing the nearest thing to an agreed gpproache for a settlement,
and Washiagton has am obligation to play an active roll in the peace procesa,

COLLLUMS
CRISIS OM THE NILE |
e el
THE SUN JOXEE M Egypt 1s now facing 1it's biggest water crisis since 1913 :
The drought began three years ago when the Aswan Dam wag still full, but now .

when the inflow from tha Nfle is the lowest im 15 years, an official with the

US Agency for Internat’'l Development says. " The water in the reservoir will drop
sufficiently to affect power generation ",

THRICE DISAFPEINTED, NOW CAUTIOUS

CHRIS, SCI., MOM, JOHN BUGHES 1If the window of opportunitv. far nesce de. she . o s
e A R e R S T R e Ll R AR D e, LR G s o
et Jeaprng efitough ft, The President has thrice Been disappointes by the
Arabs, and also had difficulties dealing with the tough position of Menachem
Begin. President Reagan called the last statements of xha Epyptian President
a step in the right directien, but he remains careful, The US is willing to
help but it camnot do much until the adversaries at least agree te sit down
at the same tabla.
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THE PRESS REPORTS
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WASH . . E. WALSH Israell Army helicopCers showered parts of southern Lebanocd
today with leaflats announcing impositiocn of a nighttime cufew and severd travel
restrictions and warning that any cne violating the new regulations "will endsnger
nis life”.

'S WITH I PREMIRNE &

WASH. POST, E WALSE Prime Minister Pemas pet today with perscmal envoy of
Fras. Mubarack. Since the meaating was scedulled to contioue there was not &
pressrelease,

LEBANON ENVOY M CHABGES OF ATROCITIES ACATHST ISRAEL

TIM88, D. NEFF Lebanon's Ambassador to the US accusad Israel yesterday
the occupied southern Lebanon. The Labanaase
Ambassador 8 would take his complaints to the State Dept. this week t©
agk the US to persuade Israel to Testrainm ic's troops.

—
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Budget authority for 1986 is $1.0 billion less than the amount
enacted for 1985. This difference 1313u§2§§ the deferral of any
funding request for Israel. Thie request has been deffered since
negotiations with Israel are still continuing in an effort to
determine the appropriate level of assistance in the context of
Israel's plans for econonic reforms. As a result of these negotiatio:

a8 request will be presented promtly tc the Cﬁngress,alang with

a debcription of the necessary economic reforms.
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olumns g i

_Mazher Hameed (exec, dir. Middle East Assessments Group, a ﬁuhlth-
OLiCy resarc EE) "A Reagan-Fahd Agenda" It would be a great
ghd's visit 1isbt1y. Heagan and Fahd have & great

sta to treat
y things to talk about, ineluding common interests in the Mideast.
shd will not discuss the enormou: SIS of money that Mubarak and

eres are to receive. They will discuss US help in trying to keep

he flame of hope burning in Afganistan. They will talk about ways
o continue the stabilization oi the Iran-Irag war. Washington showed
ity with the Saudis and to build up *

audi stremgth. When it comes LO the Tsraeli-Arab conflict, they have
ess in common. No country worked harder with the US to assure &2
favorsble outcome in Lebanon. The cost of failure was as high in Saudi
rgbis as in Washington. America's ungquestioming support for Israel

is l!fiuullﬁ undermgning the leadership of moderate Arab states. It
appears to have undercut the chances for & settlement, In terms of the
Palestinians, all parties understand the need for a settlement, that
be actively involved end that Jordan must play a
principle role, with broad Areb supppert. But Rea§an and Fghd remain
divided on the issue of the Palestinians' political status, For the

US the Arab-Israeli conflict is just one more confliet in the world.
For the Saudis, it 1is a prineciple factor in public and regiomal opinien.

the Palestinians

Press deports

Israel Raids Villages in Lebanon

NYT-Kifner-Faced with mounting artacks, the Israell Army conducted

m2Jor Taids on Shiite lMoslem villages that have been centers of resistance
in the region. The raids were prompted by two armhushes in which 12

Israeli soldiers were wounded. Israeli troops have prevented fnra%ﬁn
ournalists from entering southern Lebanon for the past 17 days. us

etails of the days events were scarce and conflicting accounts were
cerried by Lebanese radio stationms. :

thgela ‘'reial

NYT-p.l (photo of women in tears as ghe testifies) Friedman-On the

Fathering of Mengele's survivors in Jerusalem which T% part of the

worldwide ceremonies marking the 40th 4nniveruar§ of the liberation of
4

Auschwitz. Stories of the survivors are vivid, ing tears to the
gudiences EYCGEH. wenpecle 45 said to be living i . 5
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in Paraguay, according to Simon Wiesenthal. (see DN-AP; WD-Rahinovich),

JS_Launches Investigation on Mengele

YT-Werner-The US Attorney General announced that the Juetice Dept. would
en &5 Investigation into the whereabouts of Menpele and into reports
at the Nazi war criminal had been held and freed in the US occupation:

one of Vienng after WW II, He said the Israelis were "intensely inter=

sted" and would be "working very closely with ue." (see DN-TUPI; MD- ;
uters)
Iran-Irag )

NYI-AP-Iraq said its forces "Totall crushed” an Iranisn attack in the 1
central sector of the war front, killing 432 soldters and wounding

many others, It did not specify the combal ares. Iran said that an
attack was carried out in Bijen, a rural ares and that no casualties
were reported.

NYT-AP-The official Iranian press a ency said one person died and two
were wounded when an Irsnien Gov't uilding in Teheran was attacked

with grensdes., In Cermany, an Iranian bank was set afire end 14

were injured. Two groupe opposed to Khomeini eald they were responsible.

Tu B'Chevat

ND-Photo of child placing paper tree on map of Israel in the Jewish
National Fund office in Manhattan.

Letters
 — e

NYT-Peter Belmont, a member of Search for Justice and Equality in
Pelestine/Isrécl stetes that the press has typically not adegquately
discussed the history or context of the viijdeast. For examnle, he cites
those who discuss lsrael's problems and achievements without mentioning
the Palestinians, Daniel Pipes, in a recent editorial doesn't mention
why the Lebanese have anti-American feelings. The reason 1s that
Israel invaded in 1982, kept up a difficult occupation and that Ameriea
{s Israel's well known weapons supplier, diplomatic champion and
financial rescuer.

NYI-The US Rep. Society for Coptic Archaecclopy srates that it ien't true
to sey that lMubarak reinstated Pope Shenuds ss patriarch. No heac of a
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‘Moslem state has the authority to do so. The Coptics are still ”
second-claes citiznes, discriminated in every area because of their
faith, The Pope's freedom is only the first of many issues of justice :
sought by the Coptic pecople.

ISR -

Ny¢-NY residents states that the bounds of decency have been surpassed
By Evans and Novek in their comments about Reagan placating the Jewish
cemmmity by iaing to Dachau. The US governments record in helpin '
Jewe escepe Hitler's destruction is disgraceful. So, some high o*%icialh
are mg‘rt et the Jewish lobby. If there was a strong Jewish lobby in ¢
the 1940's maybe there would be no Dachau. ;

W5J-Not only German capitalists helped Hitler., Many decent people
were seduced into support for Hitler's programs. There is much blame
te go around. Another letter om the sugjact states that the only
significant opposition to Hitler came from the left., Marx did not
share the extreme racism of Hitler, To say so is a right-wing smear
campaign.
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WASE. TIMES-(UFI)~ Lebsnese radio stations claimed yesterday that a suicide
bo=b sttack had injured as many as 100 Israeli scldiers nesr tha southern
port of Tyre, but Israel called the reports “a lie." Ino Tel Aviv, an lsraeld
army spokesman, Zev Chafets, issued an "officisl denial” saying the accack
"never happened” UN pescekeeping forces in Naqours had no immediate comment
on the reported suicide car bomb attack,

e e I

Peres Visits Awali Dttpost ' .

WASH. TIMES-(Wires)-Feress vieited a front=line outpost at the Awsli River yes-
terday and pledged that Israel would mot get involved in Lebanese politice af-
ter it withdrews from Labancn,

larselis Studied Raid Tc Catch Nazi

EVENING SUN-(AP)-The man who caught Adolf Eictmann seys Lerael considered a
- romREnds -T&id- L2 capture Josef Mengele, after he eluded Israeli agents in

a Buenos Aries, Argentims, suburb. lgser Karel, a former Israeli intelligemnce

chief, made the revelation in Jerusalem, where a mock trisl is being held,

He also disclosed yesterday that he ordered Israel's Mossad intelligence ag-

.ency to break up neo-Kazi movemente iun Europe in the early 1960's.

Shiite Asks For Attacks On Israslis

*%ATHE SUK=-(Wireg)-Nabih Berri esid yesterday that his ministry would pay guerril-
las fighting the withdrawing Ieraell occupation forces, Mr. Berri swore to
drive Ysrzell troops out of South Lebanon if they did not leave in the first part
of thig yesr, or "blow ourselves up with them."

Bumors Abeund As Sidon Prepares For Israeli Pullout

CEEISTIAY BCI, MOM,-Curtius- The people of Eidon seen unconvinced by their
govermment's &ssurances thit the'Lebanese Army, now deployed & few miles

up the coastal road from Sidon will enter the city snd enforce order oace

the Israclis cooplete their pullback to lines further south. Each fsctiem is
fesrful of whet the Isrselie might do before and &fter they pull back from Sidoa.
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Smith Orders SBearch For Auschwitz Doctor

WASH. POST- (AP)-Attorney General William French Smicth said yesterday that

he hae ordered a full-scale investigation into the vheresbouts of Josef
Mengele, whom he called "one of the world's most vicious criminsis.” Smith
told & news conference that the probe was triggered in part by disclosure

of a declassified military document indicacing that UE occupation forees

may have arrested and subsequently freed Mengele in Austria in 1947."The
allegations have been such, and the public interest has been such, end the
notoriety of the individual hae been such, that it geemed to be appropriate”
to open the investigatiom, The attorney general told reporters &t the Justice
Department.

TV _NEWS

Ongll national networks last night (Wednesday - Feb. 6), the mock trial
in Jerussler wa= discussed as well as Teports broadcasted from Jerusales,




official text

February B8, 1985

Following are remarks by U.S5. Ambassador Samuel W. Lewis
to the Union of Councils of Soviet Jewry
The Knesset, February 7, 1985:

It is indeed an honor and a privilege to join you tonight on
behalf of the United States Government, President Reagan, and
all Americans in expressing solidarity in this great
unfinished task of helping someway, somehow, to reunite the
Jews of the Soviet Union with their homeland.

As we honor tonight these two very speclial members of the
Israeli Knesset and in their name other friends and indeed
many of you, and many who are absent, who have worked for
years on behalf of Soviet Jewry, we all feel the absence of
those who should be here tonight. Some of you miss them as
family members; all of you miss them as fellow Jews, and most
of all we miss them as fellow human beings, asking only for
freedom. They are thus far prevented from fulfilling their
dreams of reuniting with their homeland. But this occasion
and many like it throughout the year keep alive and encourage
the hope and indeed the conviction, even in this bitter year,
that next year will be better for Soviet Jews -- for their
right to live as Jews, to learn the Hebrew language, to
express their cultural and religious heritage, and for their
right to come home to Zion.

The last years have been hard indeed for Soviet Jews.
Immigration has declined from 51,000 in 1979 to fewer than
1,000 this past year. There are those who say that this
merely reflects who the Soviet authorities would like to
argue: "Those who wanted to leave have done so.” Ridiculous
on the face of it, and belied by the courageous acts of those
sti1ll in the Soviet Union who persist im their struggle
despite the mounting official campaign of intimidation and
physical violence. But you here tonight know that those there
are not forgotten — will not be forgottem - and that because
their cause is just, their struggle will ultimately prevail.
It's not just a Jewish struggle - it's a struggle based on
universal principles regarding the dignity and rights of the
individual: the right to live normal lives according to one's
own traditions and beliefs and the basic human right to
emigrate.

United States Information Service
Tel Aviv, 71 Hayarkon Street, 63903 Tel. 654338 ext. 204
Jerusalem, 19 Keren Hayesod Street, 34188 Tel. 222376




My presence here among you is not just as a friend of Israel
and of the Jewish people, but as the official representative
of the United States of America -- proud that our country,
Jews and non-Jews alike, will not let this cry of freedom go
unanswered. Last June, President Reagan was speaking on the
subject of human rights and the U.5.-5oviet bilateral
problems. He said that "the proposals we have made to the
Soviet authorities do not mean that we will ignore the
vioclations of the Helsinki final act or the plight of
Sakharov, Bonner, and Sharansky, Uri Orlov and so many others.

The persecution of these courageous, noble people weighs wvery
heavily on our hearts, It would be wrong to believe that
their treatment and fate will not affect our ability to
increase cooperation. It will affect it, because our
consclence, that of the American people and freedom-loving
peoples everywhere, will have it no other way."

It is certainly true that there is no alternative im this
dangerous age for our government teo try to negotiate with the
Soviet authorities to reduce the specter of nuclear holocaust
and to reduce tensions between our two nations. But in those
negotiations our representatives will never forget that the
denial of human rights is one of the most important sources of
world tension. Our leaders have made it clear over and over
again to the Soviet leaders that they intend to keep this
issue at the top of cur agenda with the Soviet Union. United
States foreign policy represents moral as well as material and
security values. The issue of Soviet Jewry and freedom for
Soviet Jewry occupies a prominent place in our cofficial
concerns precisely because denial of those rights anywhere
ultimately impinges on all free peoples.

On December 10 of last year President Reagan said in his
proclamation on Human Rights Day: "The United States
recognizes a special responsibility to advance the claims of
the oppressed, to reaffirm the rights to life and liberty as
fundamental rights upon which all others are based, and to
safeguard the rights to freedom of thought, conscience and
religion. As we are free we must speak up for those who are
not. And as Americans we strongly object to and seek to end
such affronts to the human conscience, as the incarceration in
the Soviet Union of men and women who try to speak freely or
exercise the basic right to emigrate. The largest remaining
community in Eurcpe, Soviet Jewry, is again being exposed to a
systematic, anti-semitic campaign. Ominously, teachers of the
Hebrew language have been arrested and their efforts te
preserve their culture and religion treated as a crime."” The
President continued: "Soviet authorities are continuing to
threaten many refusniks with confinement in psychiatric
hospitals, expulsion from their jobs and internal exile. Yet
thousands of Soviet jews have applied for permission to
emigrate. We have insisted and shall contlinue to insist that
those who wish to leave must be allowed to do so.”




In our bilateral conversations with Soviet officials, we will
continue to make clear our approach on these human rights
matters and their relations to the overall U.S.-Soviet
relationship. This is the firm position of my President and my
government, and by our actions we will continue to make sure
that the other side fully understands it, Despite the
disappointments, I feel that if we persist we will succeed.

That there is no rational reason why Soviet Jewish emigration
must continue to decline and not begin to increase again. We
have not forgotten them., We will not rest until Jews have the
right to emigrate from the Soviet Union 1f they wish and until
those who wish to remain have the right to practice their
religion without harrassment and intimidation.

Secretary Shultz, echoing the President's words, recently said
"the issue of human rights is at the top of our agenda because
we have learned the great lesson of our scriptures: We truly
are our brother's keeper..... We will keep struggling and
gomehow, someway, we are poing to succeed."”

One of the most heartening and indeed reassuring aspects of
serving as the United States Ambassador in this country for
almost eight years over the course of two U.S.
Administrations, Democratic and Republican, has been that
both the Presidents I have served here have believed
profoundly, sincerely, and deeply, in their hearts, in words
like those words I have just read to you. Neither President
Carter nor President BReagan took the cause of human rights or
the future of Soviet Jewry as merely official tasks, but
rather as personal causes. They have done more than any
previous presidents to exemplify, in the best American
tradition, the phrase that Secretary Shultz spoke a few
months. They have considered themselves their brother's
keeper, and the fact that success has yet eluded us and eluded
you does not mean that we have failed. It means that success
will come only when we keep the faith alive -- keep the
pressure on -- and make certain that no one can ever forget
that the greatest natiom in the world stands behind the cause
of Soviet Jewry. I assure you we do, and we will.

Thank you.
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official text

February 8, 1985

PRESIDENT REAGAN'S STATE OF THE UNION ADDRESS

Following is the text of President Reagan's State of the Union
Address, delivered before a Joint Session of the U.S. Congress,
February 6:

Mr. Speaker, Mr. President, distinguished Members of the Congress,

honored guests, and fellow citizens. I come before you to report on
the state of our Union. And I am pleased to report that, after four
vears of united effort, the American pecple have brought forth a
nation renewed, stronger, freer and more secure than before.

Four years ago, we began to change, forever, I hope, our
assumptions about government and its place in our lives. OQOut of that
change has come great and robust growth -- in our confidence, our
economy and our role in the world.

Tonight, America is stronger because of the values that we hold
dear. We believe faith and freedom must be our guiding stars, for
they show us truth, make us brave, give us hope and leave us wiser
tharn we were. Our progress began not in Washington, 0.C., but in the
hearts of our families, communities, work places and voluntary groups
which, together, are unleashing the invincible spirit of one great
nation under God.

Four yvears ago, we said we would invigarate our economy by giving
recple greater freedom and incentives to take risks, and letting them
keep more of what they earned. We did what we promised, and a great
industrial giant is rebaorn.

Tonight, we can take pride in 25 straight months of economic
growth, the strongest in 34 years, 3 three-year inflation average of
3.9 percent, the lowest in 17 vears s and 7.3 million new jobs in two
ye2ars, with more of our citizens working than ever before.

New freedom in our lives has planted the rich seeds for future
sucCcess )

For an America of wisdom that honors the family, knowing that as
the family goes, so goes our civilization,

For an America of vision that sees tomorrow's dreams in the
learning and hard work we do today ,

For. an America of courage whose service men and women, even as we
meet, proudly stand watch on the frontiers of freedom |

For an America of compassion that opens its heart to those whao cry
out for help,

We have begun well.

But it's only a beginning. We are not here to congratulate
ourselves on what we have done, but to challenge ourselves to finish
what bas not yet been done.

We are here to speak for millions in our inner cities who long for
real jobs, safe neighborhoods and schools that truly teach. We are
here to speak for the American farmer, the entrepreneur and every
worker in industries fighting to modernize and compete. Andy yes,; we
are here to stand, and proudly so, for all who struggle to break free
from totalitarianism, for all who know in their hearts that freedom is
the one true path to peace and human happiness.

United States Information Service
| Tel Aviv, 71 Hayarkon Street, 63903 Tel, 654338 ext, 204
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Proverbs tell us, without a vision the people perish. When asked
what great principle holds our Union together, Abraham Lincoln said,
"Something in (the) Declaration giving liberty, not alone to the
people of this country, but hope to the world for all future time."

We honor the giants of our history not by going back, but forward
to the dreams their vision foresaw. My fellow citizens, this nation
is poised for greatness. The time has come to proceed toward a great
new challenge, a Second American Revolution of hope and opportunity , a
revolution carrying us to new heights of progress by pushing back
frontiers of knowledge and space , a revolution of spirit that taps the
soul of America, enabling us to summon greater strength than we have
ever known, andy a revolution that carries beyond our shores the
golden promise of human freedom in a world at peace.

Let us begin by challenging our conventional wisdom. There are no
constraints on the human mind, no walls around the human spirit, no
barriers to our progress except those we ourselves erect. Already,
pushing down tax rates has freed our economy to vault forward to
record growth.

In Europe, they call it "the American Miracle." Day by dayy we are
shattering accepted notions of what is possible. When I was growing
upy we failed to see how a new thing called radioc would transform our
marketplace. Wesll, today, many have not yet seen how advances in
technology are transforming our lives.

. In the late 1950's, workers at the AT-and-T semiconductor plant in
Pennsylvania produced five transistors a day for 7 dollars and S0
cents a piece. They now produce over a million for less than a penny
apiece.

MNew laser technigues could revolutionize heart bypass surgery,; cut
diagnosis time for viruses linked to cancer from weeks to minutes,
reduce hospital costs dramatically and hold ocut new promise for saving
human lives.

Our automobile industry has overhauled assembly lines, increased
worker productivity and is competitive once again.

We stand on the threshold of a great ability to produce more, do
mare, be more. Our economy 1s not getting older and weaker, i1it's
getting vyounger and stronger,; it doesn't need rest and supervision, 1t
need=s new challenge and greater freedom. And that word freedom is the
key to the Second American Revolution that we need to bring about.

Let us move together with an historic reform of tax simplification
for fairness and growth. Last year, I asked Treasury Secretary-then
Regan-to develop a plan to simplify the tax code, so all taxpayers

ould be treated more fairly and personal tax rates could come further
down .

Wiz have cut tax rates by almost 25 percent, vet the tax system
remains unfair and limits our potential for growth. Exclusions and
exemptions cause similar incomes to be taxed at different levels.
Low-income families face steep tax barriers that make hard lives even
harder. The Treasury Department has produced an excellent reform plan
whose principles will guide the final proposal that we will ask you to
enact.

COne thing that tax reform will not be is a tax increase in
disguise. We will not jeopardize the mortgage interest deduction that
families need. We will reduce personal tax rates as low as possible
by removing many tax preferences. We will propose a top rate of no
more than 25 percent, and possibly lower. And we will propose
reducing corporate rates while maintaining incentives for capital
formation.

To encourage opportunity and jobs rather than dependency and
welfare, we will propose that individuals living at or near the
paverty line be totally exempt from federal income tax. To restore
fairness to families, we will propose increasing significantly the
personal exemption.

And tonight, I am instructing Treasury Secretary James Baker -- I
have to get used to saving that -- to begin working with congressional
authors and committees for bipartisan legislation conforming to these
principles. We will call upon the American people for support, and
upon every man and woman in this chamber. Together, we can pass, this
year, a tax bill for fairness, simplicity and growth making this
economy the engine of our dreams and America the investment capital of
the world -- so let us begin.



Tax simplification will be a giant step toward unleashing the
tremendous pent-up power of our economy. But a Second American
Revolution must carry the promise of opportunity for all. It is time
to liberate the spirit of enterprise in the most distressed areas of
our country.

This government will meet its responsibility to help those in need.

But policies that increase dependency, break up families and destroy
self-respect are not progressive, they are reactionary. Despite our
strides in civil rights, blacks, hispanics and all minorities will not
have full and equal power until they have full ECONOMIicC power.

We have repeatedly sought Ppassage of enterprise zones to help those
in the abandoned corners of our land find jobs, learn skills and build
better lives. This legislation is supported by a majority of vou.

Mr. Speaker, I know we agree that there must be no forgotten
Americans. Let us place new dreams in a million hearts and create a
new generation of entrepreneurs by passing enterprise zones this year,

Tips you could make that a birthday present.

Nor must we lose the chance to pass our youth employment
opportunity wage proposal. We can help teenagers who have the highest
unemeloyment rate find summer 3jobs, so they can know the pride of work
and have confidence in their futures.

We'll continue to support the Job Training Partnership Act, which
has a3 nearly two-thirds job placement rate. Credits in education and
health care vouchers will help working families shor for services that
they need, .

Cur administration is already encouraging certain low-income public
housing residents to own and manage their own dwellings, It's time
that all public housing residents have that opportunity of awnership.

The federal government can help create a new atmosphere of freedom.

But states and localities, many of which enjoy surpluses from the
recovery, must not Ppermit their tax and regulatory policies to stand
as barriers to growth.

Let us resolve that we will stop spreading dependency and start
spreading opportunity, that we will stop spreading bondage and start
spreading freedom.

There are some who say that growth initiatives must await final
action on deficit reductions. Well, the best way to reduce deficits
1s through economic growth. More businesses will be started, more
investments made, more jobs created and more people will be on
payrolls payving taxes. The best way to reduce government spending is
to reduce the need for spending by increasing prosperity. Each added .
percentage point per year of real GNP growth will lead to cumulative
reduction in deficits of nearly 200,000 million dollars aver five
YBears.

To move steadily toward a balanced budget, we must also lighten
government's claim on our total economy. We will not do this by
raising taxes. We must make sure that our economy grows faster than
the growth in spending by the federal government. In our Fiscal Year
1984 budget, overall government spending will be frozen at the current
level, it must not be one dime higher than Fiscal Year 1985, and three
points are key:

First, a social safety net for the elderly, the needy, the disabled
and unemployed will be left intact. Growth of our major health care
programs, Medicare and Medicaid, will be slowed, but protections for
the elderly and needy will be Preserved.

Second, we must not relax our efforts to restore military strength
just as we near our goal of a fully equipped, trained and ready
professional corps. National security is government's first
responsibility, so in past years, defense spending took about half the
federal budget. Today it takes less than a third.

We have already reduced our planned defense expenditures by nearly
100,000 million dollars over the past four years, and reduced
projected spending again this year. You know, we only have a
military-industrial complex unti] a time of danger, then it becomes
the arsenal of democracy. Spending for defense is investing in things
that are priceless: peace and freedom.

Third, we must reduce or eliminate costly government subsidies.

For example, deregulation of the airline industry has led to cheaper
airfares, but on Amtrak taxpavers Pay about 35 dollars per Passenger
every time an Amtrak train leaves the station. It's time we ended
this huge federal subsidy.
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Our farm program costs have quadrupled in recent years. Yet I know
from visiting farmers, many in great financial distress, that we need
an orderly transition to a market-oriented farm economy. We can help
farmers best not by expanding federal payments, but by making
fundamental reforms, keeping interest rates heading down and knocking
down foreign trade barriers to fmerican farm exports.

We're moving ahead with Grace Commission reforms to eliminate waste
and improve government's management practices. In the long run, we
must protect the taxpayers from government. And I ask again that vou
pass, as 32 states have now called for, an amendment mandating the
federal government spend no more than it takes in. And I ask for the
authority used responsibly by 432 governors to veto individual items= in
appropriation bills. Senator Mattingly has introduced a bill
permitting a two-year trial run of the line-item veto. I hope you

will pass and send that legislation to my desk.

Mearly 50 years of government living beyond its means has brought
us to a time of reckoning. QOurs is but a moment in history. But one
moment of courage, idealism and bipartisan unity can change American
history forever.

Sound monetary policy is key to long-running economic strength and
stability. We will continue to cooperate with the Federal Reserve
Board, seeking a steady policy that ensures price stability without
keeping interest rates artificially high or needlessly holding douwn
growth.

Reducing unneeded red tape and regulations, and deregulating the
energy, transportation and financial industries, have unleashed new
competition, giving consumers more choices, better services and lower
prices. In just one set of grant programs we have reduced 905 pages
of regulations to 31.

We seek to fully deregulate natural gas to bring on new supplies
and bring us closer to energy independence. Consistent with safety
standards, we will continue removing restraints on the bus and
railroad industries, we will soon send up legislation to return
Conrail to the private sector, where it belongs, and we will support
further deregulation of the trucking industry.

Every dollar the federal government does not take from us, every
decision it does not make for us, will make our economy stronger, ocur
lives more abundant, our future more free.

Our Second American Revolution will push on to new possibilities
not only on Earth -- but in the next frontier of space. Despite
budget restraints, we will seek record funding for research and

evelopment.

We have seen the success of the space shuttle. Now we are going to
develop a permanently-manned space station and new opportunities for
free enterprise, because in the next decade, @mericans and our friends
around the world will be living and working together in space.

In the zero-gravity of space, we could manufacture in 30 days
lifesaving medicines it would take 30 years to make on Earth. We can
make crystals of exceptional purity to produce super computers,
creating jobs, technologies and medical breakthroughs beyond anything
we ever dreamed possible.

As we do all this, we will continue to protect our natural
resources. We will seek reauthorization and expanded funding for the
Superfund program to continue cleaning up hazardous waste =ites which
threaten human health and the environment.

There is another great heritage to speak of this evening. Of all
the changes that have swept America the past four years, none brings
greater promise than our rediscovery of the values of faith, freedom,
family, work and neighbortood.

We see signs of renewal in increased attendance in places of
worship , renewed optimism and faith in our future, love of country
rediscovered by our young, who are leading the way. We have
rediscovered that work is good in and of itself, that it ennobles us
to create and contribute no matter how seemingly humble our Jobs. We
have seen a powerful new current from an old and honorable tradition,
American generosity.

From thousands answering Peace Corps appeals to bhelp boost food
production in Africa, to millions volunteering time, corporations
adopting schools and communities pulling together to help the neediest
among us at home, we have refound our values. Private sector



. &

initiatives are crucial to our future.

" I thank the Congress for passing equal access legislation giving
teligious groups the same right to use classrooms after school that
other groups enjoy. But no citizen need tremble, nor the world
shudder; if a child stands in a classroom and breathes a praver. We
ask you again, give children back a right they had for a
century-and-a-half in this country.

The gquestion of abortion grips our nation. Abortion is either the
taking of human life, or it isn't, and if it is -- and medical
technology is increasingly showing i1t is -- it must be stopped.

It is a terrible irony that while some turn to abortion, so many
others who cannct become parents cry out for children to adopt. We
have room for these children. We can fill the cradles of those who
want a child to love. Tonight I ask you in the Congress to move this
vyear on legislation to protect the unborn.

In the area of education, we're returning to excellence, and again,
the heroces are our pecrle; not government. We're stressing basics of
discipline, rigorous testing and homework, while helping children
become computer-smart as well. For 20 years, Scholastic Aptitude Test
scores of our high school students went down. But now they have gone
up two of the last three years.

We must go forward in our commitment to the new basics, giving
parents greater authority and making sure good teachers are rewarded
for hard work and achievement through merit pavy.

Of all the changes in the past 20 years, none has more threatened
our sense of national well-being than the explosion of violent crime.
One does not have to have been attacked to be a victim. The woman wha
must run to her car after shopping at night is a victim. The couple
draping their door with locks and chains are victims, as is the tired,
decent cleaning woman who can't ride a subway home without being
ﬂfr"aidq

We do not seek to violate the rights of defendants. But shouldn't
we feel more compassion for the victims of crime than for those who
commit crimes? For the first time in 20 years, the crime index has
fallen two years in a row. We've convicted over 7,400 drug offenders
and put thems; as well as leaders of organized crime, behind bars in
record numbers.

But we must do more. I urge the House to follow the Senate and
enact proposals permitting use of all reliable evidence that police
officers acquire in good faith. These proposals would also reform the
habeas corpus laws and allow, in keeping with the will of the
overwhelming majority of Americans: the use of the death penalty where

necessary. .

There can be no economic revival in ghettos when the most violent
among us are allowed to roam free. It is time we restored domestic
tranquillity. And we mean to do just that.

Just as we are positioned as never before to secure justice in our
economy, we are poised as never before to create a safer, freer, more
peaceful world.

Our alliances are stronger than ever. Our economy is stronger than
ever., We have resumed our historic role as a leader of the free
world. And all of these together are a great force for peace.

Since 1981, we have been committed to seeking fair and verifiable
arms agreements that would lower the risk of war and reduce the size
of nuclear arsenals. Now our determination to maintain a strong
defense has influenced the Soviet Union to return to the bargaining

table. Our negotiators must be able to go to that table with the
united support of the American people. All of us have no greater
dream than to see the day when nuclear weapons are banned from this
Earth forever.

Each member of the Congress has a role to play in modernizing our
defenses, thus supporting our chances for a meaningful arms agreement.
Your vote this spring on the Peacekeeper missile will be a critical
test of our resolve to maintain the strength we need and move toward

mutual and verifiable arms reductions.

For the past 20 years we have believed that no war will be launched
as long as each side knows it can retaliate with a deadly
counter-strike. Well, I believe there is a better way of eliminating
the threat of nuclear war.

It is a Strategic Defense Initiative aimed ultimately at finding a
non-nuclear defense against ballistic missiles. It is the most
hopeful possibility of the nuclear age. But it's not very well
understood. 2
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Some say it will bring war to the heavens -- but its purpose 1s to
deter war in the heavens and on Earth. MNow, some say the research
would be expensive. Perhaps, but it could save millions of lives,
indeed humanity itself. And some say if we build such a system, the
Soviets will build a defense system of their own. They already have
strategic defenses that surpass ours ; a civil defense system where we
have almost none, and a research program covering roughly the same
areas of technology that we're now exploring. And finally, some say
the research will take a lonag time. Well, the answer to that is*
"Let's get started.”

Harry Truman once said that, ultimately, our security, and the
world's hopes for peace and human progress, "lie not in measures of
defense or in the control of weapons, but in the growth and expansion
of freedom and self-government.”

And tonight, we declare anew to our fellow citizens of the world:
Freedom is not the sole prerogative of a chosen few r it is the
universal right of all God's children. Look to where peace and
prosperity flourish today. It is in homes that freedom built.
Victories against poverty are the greatest and peace most secure where
people live by laws that ensure free press, free speech and freedom to
worship, vote and create wealth.

Our mission is to nourish and defend freedom and democracy, and to
commuricate these ideals everywhere we can. America's economic
success is freedom's success |, it can be repeated a hundred times in a

.hundred different nations. Many countries in East Asia and the
Pacific have few resources other than the enterprise aof their oun
Ppeople. But through low tax rates and free markets, they have soared
ahead of centralized economies. And now China is opening up its
economy to meet its needs.

We need a stronger and simpler approach to the process of making
and implementing trade policy and will be studying potential changes
in that process in the next few weeks.

We have seen the benefits of free trade and lived through the
disasters of protectionism. Tonighty, I ask all our trading partners,
developed and developing alike, to join us in & new round of trade
negotiations to expand trade and competition, and strengthen the
global economy -- and to begin it in this next year.

There are more than 3,000 million human beings living in Third
World countries, with an average per capita income of 450 dollars a

year. Many are victims of dictatorships that impoverish them with
taxation and corruption. Let us ask our allies to Join us in a
ractical program of trade and assistance that fosters economic
evelopment through personal incentives to help these Ppeople climb
from poverty on their own.

We cannot play innocents abroad in a world that is not innocent.
Nor can we be passive when freedom is under siege. Without resources,
diplomacy cannot succeed. Our security assistance programs' help
friendly governments defend themselves, and give them confidence to
work for peace. And I hope that you in the Congress will understand
that dollar for dollar, security assistance contributes as much to
global security as our own defense budget.

We must stand by all our democratic allies. And we must not break
faith with those who are risking their lives on every continent, from
f Afghanistan to Nicaragua, to defy Soviet-supported aggression and

secure rights which have been ours from birth.

The Sandinista dictatorship of Nicaragua, with full Cuban-Soviet
bloc support, not only persecutes its people, the church,; and denies a
free press, but arms and provides bases for communist terrorists
attacking neighboring states. Support for freedom fighters is
self-defense and totally consistent with the 0AS and U.N. charters.

It ?5 essential that the Congress continue all facets of our
assistance to Central America. I want to work with you to support the
demn:ratic forces whose struggle is tied to our own security.

Tonight, I have spoken of great Plans and great dreams. They are
dreams we can make come true. Two hundreds years of American history
should have taught us that nothing is impossible.

Ten years ago, a young girl left Vietnam with her family, part of
the exodus that followed the fall of Saigon. They came to the United
States with no possessions and not knowing a word of English. Ten
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years ago. The young girl]l studied hard:; learned English and finished
high school in the top of her class and this May, May 22 to be exact,
i= a big date on her calendar. Just ten years from the time she left
Vietnam, she will graduate from the United States Military Academy at
West Point.

I thought you might like to meet an American hero named Jean
Nguyen.

Now there is somecone slse here tonight, born 79 years ago. She
lives in the inner city: where she cares for infants born of mothers
who are heroin addicts. The childreny born in withdrawal, are
sometimes even dropped on her doorstep. She helps them with love. Go
to her house some night and maybe vyou'll see her silhoustte against
the window as she walks the floor talking softly, soothing a child in
her arms -- Mother Hale of Harlem, and she, too, is an American hero.

Jean, Mother Hale, your lives tell us that the oldest fAmerican
saying 1s new again! Anything is possible in America if we have the
faith, the will and the heart. History is asking us once again to be
a force for good in the world. Let us begin in unity, with justice,
and love.

(end text) ' :
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Press Reports

Mubarak Says Israelis Aren't Flaxible

NYT-p.l-Miller-Mubarak resgnnded to criticism of Eiypt by Peres, accusin
Tétael o tot beinﬁ flexible enough in the search for peace. He alsc
criticized Israel for not withdrlwain% from Lebanon immediately. This
was the first time since Peres took onffice that Mubarak offered auch
sweeping statements of dissatisfaction with Israel's efforts to

improve diplomatic ties, An Egyptian Foreign Hinnitrg official said

he beleived Peres's remarks were meant for Washington's ears so that

the US could pressure Egypt into changing long-held positions, Mubarak
will soon visit the US. He said he is not satisfied with the US aid
proposal of $52.3 billion, (cabled)

Peres Names Advisor

NYT-special-Avraham Burg, son of Josef Burg, the Religious Affalrs
HIEilEar, Ras been appointed Prime Minsiter Peres's advisor for Diapora
Affairs, He will be responsible for liason between the PM's office

and Jewish groups in the US and around the world, Uri Savir announced, .

Iraql Embassy in Wasington-iizar Hamdoon

NYT-Gamarekian-After 17 years of nonrecognition, at least diplomatically,
The TS and Itaql Governments are restoring full ties, lamdoon will

soon present his. ambassadorial credentials to Reagan. Hamdoon helieves
that the change from his title of head of interest section to avwbassador
will open relatioms with Congress members, He will arrange Congressional
visits to Iraq. In recent years, Iraq has moved to improve its image

by curtailing its rhetoric and expelling several terrorist groups. Irag
was subsequently removed from the US list of countries deemed to

provide a haven for international terrorists, The US has also extended

financial credits to Iraq. Iraq is also interested in bringing US
tourists to the country.

T Iran-Irag

NYT -Reuters-Iran said 2 eivilians were killed and 20 wounded in Iraqi

alr raids, and Iraq stepped up air attacks on Iranian positions on Eha
southern war front. The Iranian press agency said Iraq dropped cluster
bombs. Iraq said its warplanes mounted 104 attacks against Iran on the
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southern and eastern fronts and {nflicted heavy losses in troops and ‘
aquipment. {"

Mengele "Trial”

ON-AP-A surviver of Auschwitz provided a rare witness account of .
Mengele shooting a young Jew. He spoke at a mock trial {n Jerusalem and
all the survivors hope the publicity will lead to the capture of Mengele,

Interfaith Weddings

NYT-Goldman-The Archdiocese of MY says that last year, 217 of the
TaEnoIics Who registered their weddings with the church married

Protestants or Jews, Among Jews who marTy, 477, choose a Chrigtian '
partner. The subject is especially sensitive amnnE.Jewi:h leaders who

see interfaith marriaﬁe as a threat to the survival of the Jewish community.
The way & couple handles the marriage ceramony is a ﬁlimpiﬂ to what will
happen with holidays, children ect...Some are married by a clergyman of

one faith, others use both religions in the ceremony, Some couples

just use a civil judge. TParents and family memhers sometimes refuse to
attend. Some reform rabbis will marry interfaith couples but this is :
against the direction of all the major rabbinic bodies, .

Cartoons
#

Village Volce-2/12-Feiffer-A journalist ponders: "Time did not 1libel
aron, me made up racts about Sharon. The facts were not accurate,,.

But everyone knows Sharon's a bad guY . Ronald Reagan makes up facts

bout bad guys all the time-and he's been elected twice, If lies in the

ervice of a highet truth make for good government--What not for good

ournalism?"

etters

N-Jewish writer states there was a moral and a monetary winner in the
Lmz-Shagun rrial. He wonders who is the logical victor-the moral or
etary

V-Jewish writer states that the D'l editorial expressing compassion for
e Nazis Walter Reder and Rudolf Hess, is completely misglaned. He
tates that 40 years imprisonment isn’'t long enough for these murderers.
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Orthodox Jews Demonstrate Agginst Bank Leumi

DN-AP photo of police scuffling with demonstrator outside Bank Leumi
Tn Tanhattan. 00 Jews plcketed two branches in protest against
the bank's backing of a forel in Israel, on land that the Orthodox

regard as an ancient cemetary, IwO Mmen were arrested when eggs

thrown at the bank. ware
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ok ms&.mst-w_ﬂ&&%: Lebanon Wants From lsrael” A wyth sux-
rounds the Israell presence in, and Lebanon's policias toward, occupled
aourthern Lebanion. Contrary to ill-instended rumors, Lebanon seeks the com=
plate withdrawal of israslii forces Erom all occupied territories, Lebanon
wants a coordinated wnd orderly withdrawal of Isrmel with UN assistance.
Only a strong Lebsnese cestral goverusent and arwy can engure lew and or-
der in souchern Lebanon. There is po issue that so unifies the Lebanese
as the Israell withdrewal. {srael's refusal to present a progras for the
withdrawal of all ics forces from Labanese territory suggests that the
go-called "first phase™ may also be its last phase. What we do not waat-
is rhat UN forces be used as a shiald after a pertial Israeli vithdrswal
go that the rempinder of Igrael's forces can rempin in Lebanon. Ultimataly,
oaly the central govt. of Lebanoa can provide vhst is required in the south. .
(The rest of this article was cabled in full this morning.)

THY. PRESS REPORTS
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ECYPT, ISRAEL BLAME MQEE FUR STRAIRS

WASH. POST-Denton-Fares and Mubarak have blamed amch other publicly for the
straiued relations baTween their countries,Peres gaid ths current Teold

with Egypt could causs Israalis [0 quastion the value of efforts to ootmalize
relations with ctheir Arab nsighbors. Mubarak said that he was dissatiafied
vith Israsl's atritude towsrd sutual problems and urged lsrasl to be WoTe f1-

exible.
New Austerity Package ;ﬂ_-g By Iarael

WASH. TIMES-Neff-Israel imvosed sn susterity oackase m its citizens vee-
terday Chst boosts taxes and prices, but soee US econcmists doubted thet
the measures werd potent enough sither to get the country's reeling acOBoRY
under comtrol or to enceurage Washington €O agres [0 major {pcressss 1in aid,

Activist Segtenced
WASH. POSI-(Wires -A Bowceow court has sentenced Jewish activist Alexsader

Kholmy to imthh.hﬁnrn-puncmuln!pum-uuw-
sunition, dissident sources said,
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THE Wil DGET FUH FRICAL YEAH IPei

INTERNATIONAL AFFA'RS

A primary reaponsibility of the Feders] Government is protecting
sod advancing the interests of the United States and ity people in
international affsirs To fulfill that responaitality, Lthe forsign
policy ol the United Stalew is direcied towand achieving » world
order that provides peace, securlly, and prosperits, in which indi-
vidusls may enjoy political and economic freedom. Internationsl
gffsirs expenditures propesed in this budget support US. foreign
policy and nationsl security chjectives

For 1356, $20.8 billion in budget suthorily is propesed, 313 bil
lisn of which is sssocisted with Federal Financing Bank (FFB}
direct loans for which gusranles commitmants wers made under
the forsign military salss credit program prio: wo 1985 and are
clamified 13 offbodget under current law. Legistation will be pre-
pﬂlnhiqmmﬁﬁ-iﬂ-mmmm&u
pol underiake lsnding sctivity on its own Initiotive. Tt does so only
when another Federsl agency gusrantees rapayment Therefors,
the FFB loanm guarantesd under the foreign military mles cradit
program ara clemified in the international affairs fonction, just s
pther FFE loans sre clamified in other functions sccondicg to the

strved. No new losn gusrantss commilments are propassd
for Lhe foreign military sales credit program in wny yenr after 1884
The sddendum to the summary tsble on budgel suthority shews
internationel afairs programa se thay would sppear if the foreign
mibitary ssies credil program during the 138488 period were an-
budget direct londing.

Outlnys for 1965 are estimated 1o be 3185 billion, including §0.3
biltian in net disbursseents on FFB loans included in this func.
tion. Total outhays in 1985 are estimated to be $19 6 billion

For 1966, tolal new direct loan uhligations for inlernational af-
fuirs are proposed to be $8.1 billion, and tolal new gusranieed loan
commitments are proposed to be $12 2 billion, $12.0 bilkon of whick
js propsed for the Export-Impori Bank.

Fareign gid —Two budgel subfunctions—inlernationsl security
wssistance i foreign economic and financial sssiitance—comprisa

foreign mid

Intermetional securify assivfamer —Securily ssaslance programs
ars vilal wstranents of United Staes national :security and for-
eign policy, serving 10 strengthen allied and friendly governmenls
where (he United Siates has wpacial security concerns. Thede pro-
grams make it possible for other governments o strengthen their
econamivs und 1o sequire nnd use modern militaey equipment nec-
esnary fur thelr dufense. Security assistance also helps ensure 113
arckss 1o mmilitary buses ond facililics overstas Fur 1986, overall
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security sssatance budgel sutherily of $10.7 billion is proposed, -

and owtlays are pstimared ko be §9.2 billlon. Because of their crili-
eal support of national security chjectives some of these programa
do imcraase over 1956 fevele

Foreign militery salrs oredit (FMS02—The fercign mililary sales
eredit program enubles foreign governments to purchese (1S mili-
tary equipment, Lraining, and design and construclion services for
thair securlly needa In the face of challenges to US interests and
soonomic difficulties in many parts of the world, the budget conlin-
use o indude 2 subsiantial smount for concessional loana to for-
eign governments for the procurement of U.S. military goods and
services

Prior to this year, most of the forsign military sales credil pro-
groro conslsted of gusraniess of offbudger FFB loans o foreign
governments. Only forgiven loans {which are the equivalent of
granty) to Egypt and lirsel used budgst authority Lhal was record-
ad oc-budget Btarting in 1988, the techniqus for financing foreign
military ssles was thanged from gusrantees of off-budgel FFB
boans to direct loans on-budget. Therefors, no new laan guarantess
have boen made The amounts of budget suthorily and outlays for
this direct loan program ars shown in the “on-budge! under cur-
wont law” line for foreign militacy sales eredil—337 billion in
budget authority snd £1.9 billlon in outlsys are eslimated for 1986
Of 1he budget muthority, $1.8 billion & preposed for forgiven loans
to [srasl and §1.3 billion for forgiven loans to Egypl.

Starting in 1986, the sdministrolion s proposing the FFB activi-
ties be brought on-budgel an well. The amounts shown in the “off-
budget upder current law"” lines of the Lsbles constitute FFA dis-
burtements on FM3C program losms gusranieed in yesrs prior
lo 1985 4.1 ballion in 1985, $1.3 biltion in I98G. and leaa tham
$0.4 billion in 1988. Disbursements net of repayments are Lrested
o ottleys: $2.3 billion in 1986, 323 billion in 1986, and - §1.0 billion
o 19EE

Military asnstance —This grant military aid finances the same
types of seticles and iervices as the foreign milita sales credit
program. N is wigeled 1o countries such as those in Central Amer-
iw where the repayment of lunns would impose B 52t ere stunomic
burden, Por 1950, budzit sulhority of FU9 miliion 1= requested.

Econowmic suppret fuad —This program provide: loans end
groris for gereral budgel end balsnce of payments support Lo
friendly governmunts 1t pleo Mmances individim! development
projecis where doing =0 would enhance our abilily te schieve im-
portam nalisnal security objectives, The propused budgel authority
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of $28 billion for 10€H includes 3296 milbon for direct joans and
$2 § billion for grants Budge! sutherity for 1988 ja 31.0 billion lass
than the sniount enacied for 1883, This dufarence i due in part o
the deferral of Boy funding request for Lsrsel, This reques: has
besn delerred since negotintions with lursel are atill contimuing in
an elfort ro deterimine {he spproprisie level of mssistance in the
contant of lirael's plans for ecanomic reforme. As a result of Lhese
pegotistions, & request will be presented prompily 1o the Congress
along with & description of the necessary evumomic reforme

Other —Tha budget sathurity requesied in 1385 for security ms-
sistance inchudes 537 million for pascekesping operations. 366 mil-
lion fer internalionsl malitary sducation and trainsng, and 35 mil-
Jion far anti-lerrorism amistance. No oudget suthority i
for 1966 for the guaraniss reserve fund, which makes payments Lo
the Federal Financing Bank lo prevenl losses on forsign mililary
-hﬂdhdmmmdﬂﬂwwwﬁhm
Mﬂhiundfuaﬂm-nﬂld.thmrﬂi-p_
permanent indefinile budget autherity for the fund.

Fereign econpmic and financigl azpinfence—An irporiant com-
lumﬁtrmhmnﬁmudmm
puh:_fd:jmir-mmihﬁmm’nudﬁunchlm
mmlﬂw-mmﬂmdmihmﬂ-mmﬂm
of 3 market-oriented international economic system and to help
meet the development and humanitarian neads of developing coun-
Lries. Budger authority requasted for 1986 s §5.3 billion, s decrosse
of 305 billion fram tha 1985 level.

Muinhlatera! development benks—The United Stsles contrib-
whes Lo the World Back group of instilutions snd the three regional
banks for Larin America, Asia, and Africa These instilutions pro-
vided mara than §20 billios in long-lerm lomna and technical assist-
ance in 1981 sod promoted sound sconomic policies in recipient
couniries Lending programs are funded through the direc contri-
putions of members and through borrowing 1B world copital mar
kets Lacked by callable copital, » mean: by which developed
member guieraments gusrantes repuyment of thal barrowing,
Direct coatribulions and callable capual are provided in accord
wsilh maualti-vcar internalwmal mgreemeni: to replenivh the re-
atrurpes of ench bunk

The 18e6 reyuest for the banks includes proposed budge! author
iy of L4 altion, plus §EE6 Bdlien in collable capial These
amounls reprisenl payments un formal commitments presiously
made tu the hanlks Approzimately onehalf of the propeed budget

INTENNATRINAL APAIES e
authurity will be used to make {he sacond insteliment of Lhe sev-
enth replenishment of the [nternational Development Associstion.
A frst payment is also propimed to the Inlar-American Investmenl
Caorporation, & new snstitution established 1o provide losn and
squity capital to the private ssctor {n this hemlsphere’s developing
eountries. Remaining funds will be used ta make guthorized mnnus
to oiher ongoing bank repienishments. For 1983, an addi-
tianal 3237 million in budgel gutherily snd §1.219 million in eall-
able capital in being requastad to permil the United Siates 1o
complels ils commitmants
The administration inlends Lo honor existing commilmenis (o
the multilateral developmant banka, including the International
Wm.hmwrudmnm-
can Development Bank snd the African Development Fund. in
Hdlﬂﬂummn!mmulmﬂumﬂwldnﬂn-uﬁmh
ﬁhﬁﬂhuiﬁﬁmﬁrlﬁlnﬂmﬂﬂmﬂmﬂuﬂm
particular inatitutione

Infernational orpanistions—Voluntary contribations of $196
million sre propesed h_-mnl . humanitarisn and

Agency for Internations] Development (AIDL—AID carrisa oul
Wn.lﬁv*pnﬂmﬂnﬂwmhmlhmﬂm—
tries in Ladin America, Africa and Asia. The agency also supporis
the oversess humanilerisn relief and development programs ol
U.S private and voluntary orgsnizations and assiste development-
related resenrch aclivities mn US. universities. Consistent with
fiacal resiraint, proposed hudget for AID programa for
1985 is 521 billion, skightly less than for 1983 Principal '
of bilatersl development programs include supporting sound eco-
nomic policies in recepient countries, utilizing the private seclor as
s vehicle for economic growth, improving the capabiliy of indige-
mous institutions in develoging countries, and (nCrEmsing the use of

science and techuotoly developrment

Public Laur §b0 fid aed.—Through concessional Jouns o foreign
governments for Jued imports and direct food distribution to the
newds, food aid serves a wide range of policy chjectives, wncluding
humandarian reliel, sapport of security abpeciives, economic devel-
apment, #nd coport markel developmend, The padyer meludes 8
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reqhal, billion im bedget anthority for 1988, A wignificant
portion of direct faod donations will be devotad Lo megling famine
rellsf and ML‘_ pesds In Africa. For liﬂ. Lhs t-dlﬂ ceninine a
sapplemental request of §185 million to meet emergoncy humani-
tarian noesds in Africa, increasing Lhe budgel suthority requesisd
for a1l Pl 480 food aid w0 §1.5 billion, The budger alao includes
supplamental requesia bedalling 850 million for internsional dizas-
ter ssmistance smd emargency rafluges aid Thess thres supplemen-
tals, slang with the vss of previously sppropriated funds will result
in tols! US emargency (amine assistunce ta Africa of more than
£1 hillion in 1985,

Prace Corps, —Budget autharity of $124 eillion 1a requested in
1986, to ellow the Peacs Corps fo maintain ita world-wids program
and 1o expand ite volunteer program in Centrel Americe.

Refuper oasistance, —The United States will continue & nid refe-
gooe in Africa, the Nesr East, Pekistan, Lstin Americs, and South-
smst Asls mnd Lo reestils aligible refugees [n the United States. The
1984 badget includes 333 million for refugee rellel aloosd and ths
sdmission of 88000 rafugess Lo the Unired States. Fandy for 1084
arn abm reguesiad to medocs refoges wallare dependsscy for Lhe
first 90 days aftar acrival in this country. This pelicy would encoor
ape rosett'sment organizations to help refupess find amplorment
befors they become dependent on welfars Additicnal sasistance
raceived by refogeea onca they are ssiiled (n the United Slates e
includead in the income security fenction.

Compact af Frer Aseociation.—Tha people of the Federatud Srates
of Micronesia ond the Murshall Yslands hsve approved the Compact
of Frea Amacistion negolisted by the Upited States and rtheir
governments. 1lpon the Compect’'s enaciment hy the Congrem, the
President wil] notify the United Mations Trustseship Cooneil af the
impandiog change in stalus of the lwa saten. The Compact hinda
the United Stntes (0 meke snnusl pasmenta 1o the lwo sintes
during the next 13 years totaling $2 8 billion to aid in thei: scces
ful development s sowereign sistes Thersfnre, budpeet suthoriny of
$799 million reguired for 1996 i reguested

Coamdnct of foreign affatre —Funds for these programs primarily
cover Uhe operating co-ts of the Depariment of State 12 adminicter-
mg United Stales furesgn poliey. They alse prowide contribmions
mmessed by imternancnal srgunications of which the Unied Soarcs
in 8 member, Budpr acthoacity of 525 bellion i proposed for 1966,
and outlave sre alonestimpted fo ke 525 billion

INTERNATIONAL AvPwlls = B9

Administration of fareygn affairs.—The Unitad States in commit-
Led 10 protacting ils employesa and facflities st dictomarie smimlome
sgninet Lhe rising incidence of Lerrorism while continging te mctive-
Iy promota Americen interssts abroad. To sceomplish this impor-
Lant ohiective, very substantis] incrensss are requited in 1985 and
108E for mecurily personnel, squipment, snd pmbassy conslraction.
Morever, parsonnel incresses are requelad to strangthen tha Stata
Deparirrent’s has’c reporting and analysis copebility. These im-
provements in the administration of forelgn alTeirs mcreeass out-
lays From 313 billion in 1984 and $1.5 billion in 1985 to $1.8 billion
I 1936,

Tutsrnatisnal arganisations and conferences —The United Btates
pocrgnizes the linporiance to the world community of 2 mange af
intsrmetiona] srganisstions bet strangly beli>ves that thess inter-
nalizmn] organitations must be menaged efficiently snd economi-
rally. Towsrd that end, the administention «ill continos o paroe
u restrictive budgst polley for internstions! orgenizations that sm-
pherines the nead 40 reduce sdminis rative costs and lo ollminate
bow priority mnd cbaolste mcthvitien. For 1956, budget muthority of
B564 million fa propossd for gasssesd costriburlons io internationsl
evpanirations and for incemationa! confaresces. The recent decl-
ginn of the United States 1o withdraw from the United Nations
Fducstional, Beirntific, and Oultursl Orgenirslion is rellacted in
the 1998 and Inter salimates. In addition, savinge of U2 million in
buadgnt muthority and mdlays for 1788 are eitimaled from certain
plenned sffaris to redoce nternetiensl ergenimsilon nesessmenta,
to inctuds refarme in reimbursing orgenfrations for tares pald by
thelr Americen smployess, and foreign axchangs gaim

Farelon leformatlon aod acchawpe actiefties —The improvement
in forsign underatanding of American socheiy and United States
Forsign policy s an Important ohjsctive of this administration. [ts
priority in reflacted in the budpet requests for programs in this
ares. The United Siotes Information Agency (UIEIA) cond ucts mom-
demic and leadership exchange programa, broadeasts worldwide
througk the Voice of Americe radie in English and 11 other Jan-
gusges, produces and diseminatos media materials, helds semi-
nars g opecaten libraries and cubural centers in 177 countries
For 1956, ibe sdminististion proposes §971 mitllion in budgel so-
tharity for that ageney. This continues the administravion’s efTort
i madernioe and expand the Veice af America, the Nation's princi-
pal wehicle for eommuniesting directly with the pooples of the
wirld The medernlzation pragram fetsling 313 biltion throagh
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e N i), - - Frirrnatisnal Mrarcie! progroms —To seaisl in the steady growth
. . —|_?§ ﬂ L !E of tha Intamational sconomy, ths Unlisd Ststes conducta prigrama
- i the functioning of the international Mnencial system
S RTELET Y e oot Pt participation fn world trade, incluling arma
L T T 1Y Sy and o facilitale U8, ¢ .
v =% D & e __.Jjﬁr&_ﬁﬁ_"ﬂ1 ﬁ sales. For 1986, proposed budgel suthority s $0.9 billion, and esti-

190 includes funds for new transmitter facilities, for replacement
mqaipment on existing focilities and for expanded broadeasts. The
raquest aleo provides increases for Radio Marti, which brosdeasts
to the people of Cubs, for the Mations) Endowment for Demos: racy,

mated outlays are $0.4 billion for these programs.

Ezport lmport Bavik —The Bank's direct boan program s being
slirzinaiad hacause of significent progress in exporl credit reslraing
agreemants with forsign governments, asd as parl of overall siforia

F For aducarwnal and culiura! exchange progrems, and for Ui uis of tn reduce federally subsidized loans. Incressed private sector in-
internstinnal televigion 1o enhance underzianding of United Siates wolvement In ewport financing is escoursged The Bank will in-
forelgm palicy erepse i guarantes and insursnce programs o facilitats the

The Buard for [mternations) Broadcasting provides graniz lo export of U5 goods and services. A 512 hillion ceiling for guaran-
Radia Frev Furvpeffiadw Libersy, lne, which bouadcasts in 71 tesd loan commitments is proposed for these programs in 1985 In
larguagys ta Esstern Furope sod the Soviet Unien For 195G S132 sddition, the administration is requesting suthority for sn interssl
million of budget authority is requested for Lhe Buard, whach in. rate subsidy program_ 'The aggragata 1985 intereel rate yubsidy cost
cludes $20 mallion for modernization of transmitter gites. will net axceed 1100 million on & present value hasis plas receipts
L]
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S ., A TUE FUDCET FOR FISCAL YEAR 1066
from erigi feen oo affocted puarsnreed losos. The administrn.

lion will caniinue Lo press for mn internationsl
all officially subwidizad export finameing T, Sving

Fareiym military soles treal fund fnet)—Most sules of fitasy
equipment and services o forsdgn governmenin are huhndg the
Pedaral Government. Incame in this trust fomd comes from pay.
ments by forelgn povernments that have purchesed military goods
and marvices from Lhe Covernmank Diskursaments cccar when pay-
manis sre made to suppliers, and the net of the two constituie the
ren-:hdml:-ndlhiﬁml.ﬂ!-lw:rlnnﬂinﬂm
bahalf of farsign governments and srs not & cost 1n 118, tazpayer.
g:lmudn!'&nﬁn; raceipls are estimated to be $100 millfian

Special defense acquisition find —This fand finances the
Mdﬂ'ﬂ'ﬂ"ﬂhdﬂudmmﬁ
mmﬁhlﬂmmmhua
militacy purposs nesd mot be diverisd o mest the prassing nesds
urﬁrﬁn_mntrh For 1936, s incroase in the oversi! fund
eapltalization and & 8.ysar limitstien on chligations eve propossd
Nt cotlays for 1994 are sethmated 1o be 595 millian,

Tar expendifures —In an affart to encourage exports, portion
u-pnﬂuﬂnuihupniuhlh-*n-h;wﬂh:
1FSCs} ars not subject to tax. In 1224 logislation wan ennciad so
thorizing FSCs as » replacament for domestic international sales
corporatinas {DISCs) in responde Lo complaints by the members of
the Eurcpenn Community that DI9Cs viclate the Cenera) Agres
mant on Tariffs and Trade (GATT). Alss, tax expenditures socur
fbu Americann working abroad are permitted ta exclude subst -
tial smounts of sarned income and housing sllowsness from tax.
slion. ‘_Tu expenditures resilling from FSCa and Lhe forsign
enrnedincome exclusion sre §1.7 billian and $24 billion, respec.
tvely, for 1980, An sdditions] tax expenditure of B850 millian
results from the defermnl of income Lax on the undisiriboled sarn.
Ings of foreign carperations controfled by U.S, shareholders. Totsl
tax expenditures for internmional affairs are $4.5 oiian |n 1935

GENFRAL SCIENCE, BPACE, AND TErHNOLDGY N

GENERAL SCIENCE, SPACE, AND TECHNOLOGY

The programs in this functlon help to ssare U8, sirength and
teadership in sclancs and spacs technology in the hroad nalfannl
intarest. Included mre all the programs of the Malional Science
Foundation, the space programe of the National Aercnewtics snd
Apace Administration, and the ganernl science programa of the
Department of Enargy. Tha 1988 budget requesl weold maintain
us hduiiiﬂhlplﬂndﬂdhﬂthﬂﬂ[hllﬂ!n!nmﬁl‘fw
gcisnce resulling fram the significant growth in sugport af these
programa by the administration aver the lest § yesrs Poopossd
bedget suthority for the programa in this function is 3.3 billien in
1988, n $410 million fAcrenss over 1985

The continuing support for general sckence and space progrsms
i this function refiects the administration's view that the privets
sactor Inckn suiTickent (noonilves to make sdequate invesimernts in
moch programs to vy the broad setionsl intursst. Howsver, ro-
ductipen in previoosly planwed 1988 general sclance and space pro-
rﬂhhﬁnuﬂ-pﬂhhﬂmﬂdmm-ﬂ
m:dhhwhhlﬂhﬂnﬂﬁuﬂu-ﬁr
prrchuction prograrm and ongolng construction prajects in the gemar-
sl srisnes progrema of the Department of Energy.

Common to the programs in Vs fimetion is the sipport of basle
ressurch, mecounting for more then onethird af oversll Padeal
funding for such ressarch. The programa in this fonction are the
primary source of funding fir the phywical and snginearing sci-
ances, pecounting for some 30% of the totsl Federal support for
these disciplinss. The halance ia provided meinly through programs
of the Department of Defanss.

Cenernl selenes and dosic weseoreh—This area covers all the
pngrama of the Nationsl Selence Foundation and the genem! si-
ence programs of the Department of Fnergy o high energy and
nuclear phyeies Bodget authority of $23 &illion is proponed for
thee programs [n 1585, an increase of $28 million over the 1985

Tawei

Matranal Sciverce Foundation programs.—The principn] misslon of
the National Science Poundstion (NSF] i to promole besic re-
mearch in o)l fields of science and engineering The N5Fa brosd-
based research programa comploment the more specialized wopport
of basic resesrch by spencies i olher fusetions, such s the De-
partment of Defense snd the Nalional Institetes of Henlth, snd
help to ensure halunced Fadarsl support acrass the major scientific
discilines The budge: includes §1.6 biltion in pro.osed budget
witaorily for tre NSF, am drcrease of L awer o M5 Y
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FISCAL YEAR 19886

FUNCTION 150:

1984

1985

L 1Y

Hou.m 3:«{?:,&
Com mi btee

HIGHLIGHTS AND ISSUES

INTERNATIONAL AFFAIRS
(In b1 11ons of dollars)

1988 1987 1388
Actya) Est. t Est. Est.
LR LY E‘-ss H.m zu-ss En.m 19-1“
M!m ........... O 15.%0 19.60 18,38 16.90 15.85
(0ff-budget amounts, inc] ve
ElﬁTt Authority) .. ... PR . I.Eﬂﬂ; [3.15; (1.30 {ﬂ.iﬂ; {0.25}
M m] -------- "lssswsnnamosnnun zom [2-35 (ﬂ.n {-n.?ﬂ' t'l.m
SURRENT PQLICY (Pre)iminary)
Whmﬂtrrlhivitillnliinirrin zl-uﬂ utm zz--m z‘-‘s‘ 25!2-5
m .-.--..-H"I'IIIl‘!"ﬂ"l-'.l.-.‘- 13-1‘“ 1?-m 1?-1-5 IB'w 19-1!
(0ff -budget -mm1 ts, not included in
g
}'ﬁ'ﬁgﬂ‘tﬂ ............ e {3.!0; Z.ﬂj 1.285) (0.60) (0.20)
mt .n].. --------- SEsssEvadma {z.m l.-'m D-zs} {-utﬁﬁ} {'1.“5]
SRESIOENT OVER/UNDER CURRENT POLICY
mmf1tr--t--'--r--|oo-|i *aim H-m -2-15 4;"5 "&-1—5
M e R T ] PR AR A E s m *E-E) "'E-m *1-?.0 "-Lnsn -3-31:'
HIGHLIGHTS
T™his function fncludes programs for the conduct of fareign affairs, including
?u:iu and other diplomatic missions abroad; foref
Lsistance,

e mil

Highlights of the major programs in this

including Security assistance
"nc1al programs such as the

to Israe) and
Export-Import Bank, forei
und, and United States partici

gn econamic and financial

Egypt; and international

gn military sales made through
pation in the International

function are g5 follows:

* Foreign E 1c_Assistance P --President Reagan's fisca) year 1385
Proposes a program leve -8 8111400 Compared to the fiscal year
1985 Jevel of 35.

$6.2 Bill4on.
dbout the fiscal year
fiscal years 1987
administration plans to meet

and 1988. within these

Past commitments

9 billion and the fiscal year

The proposed budget would continue mast of

» but projects real

988 current policy level of

these programs at
declines in

budget comstraints, the
for contributiaons to
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multilatara] development banks but does not project U.S: support for these
ingtitutions in tha future,

9 Food Afd--President Reagan's fiscal year 1986 budget proposes $1.30 bil;-
or the P.L. 380 Food for Peace program, comparded to the currant fiscal _.:-
1385 level of $1.35 billion and the current policy level of $1.35 billion,
In addition, the President is proposing a fiscal year 1985 supplemental
sppropriation of 5185 million for emergency food atd for Africa.

L] ';'ggurl;i Assistance Pru?_-m--‘rhn fiscal ymar 198§ budget proposes a prog-im
avel o . on for security assistance programs compared to $9.8
21111on in fiscal year 1985. However, as discussed below, the President's

budget does not include the amounts to be requestad for increased econamic
assistance for [srael.

Economic and Military Assista for Isragl--The administration has not y!
completad 1ts review cnncnrning!iﬁc Tevel of economic assistanca for Isras!
for fiscal years 1985 and 1986, When this raview is completed the

. adwinfstration will submit 2 supplemental requast for increasad sconomic
assistance for [srael in fiscal year 1985 and a budget amendment for fisca)
year 1986. Current indications are that the lavels submitted will be about
50 percent higher than the $1.20 billicon appropriated by Congress for
aconomic assistance to Israel in fiscal year 1385, For aflitary assistance,
the proposed fiscal year 1986 program level is $1.8 billion compared to the
$1.4 bfllion sppropriated by Cangress for fiscal year 1988,

W“m- fiscal year 1986 budget proposes to end the Expori-
T 0an program. The Eximbank's program would be replaced with 2
program of interest subsidies to private banks when those banks agree to 7
below market loans to forefgn buyers of U.S5. goods.
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i MAJOR ISSUES
1. " Forsign Econcmic Assistance

President an:m': fiscal year 1986 request of $5.8 billion for thesa
progrms 1s 50.4 billion below the level projectad in the preliminary estimate of
the current policy baseline. Funding 1s requested to meet existing U.S,
commitments for contributions to the myltilateral development banks, but the
prajections assume sfgnificantly lower funding levels for these banks in the out- .
years. For U.S. bilateral programs administered by the Agency for [nternational
Development, the budgat provides about the same funding levels far fiscal years
1988, 1387, and 1988, and makes no allowance for inflation. While the fiseal yrar
1588 Fmﬂfn? levels merely continue tha administration's policy of raal funding
reductions tn this arsa, the fiscal year 1987 and 1588 projactions indicate that
the Congress may soon have to deal with the issue of whether the U.S. should
continue membership in multilateral development bank pragrams, such as the World
Bank's International Developeent Association, or the [nter-American Deve lopment
Sanks's Fund for Special Oparations.

= ¥ Ecopomic and Mi]itary Assistance for [srae)

L R

el

i
= While President Reagan's dudget request does not address the tota) amount of
i assistance for Israel in fiscal year 1986, preliminary Indications are that the

74
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request may be about $1.0 billion highar than the $2.6 dfllion appropriatad by
Congress for fiscal year 1985. In addition, an addftional amount for assistance
for Israel for fiscal year 1985 will be submitted as a supplemental request.

3asad on Israel's current projections of its debt serving problams, 1ts need for
economic assistance may begin to deciine somewhat in fiscal year 1587 and coatinue
to decline 1n fiscal year 1988. However, Israel's projection of its military
financing needs fndicates no decline during this ssme period.

L rt- rt Bank

President Reagan's fiscal year 1986 proposal would sliminate the Export-
Import Bank direct loan program, while continuing the loan guarantse and insurance
program. While direct loan activity declined from $5.4 billion 1in fisca) yaar
1381 to 50.8 billion in 1383, the program recovered somewhat in 1984 to a diract
Toan rate of §1.5 bpillion. Preliminary estimates for 1935 indicate that this
highér 1984 rate is cuntinuin?. For fiscal year 1986, the Congress will have to
decide whether it will add sufficient funds to continue the Banks direct loan
program at the current indicated utflization rate (about 51.5 Billion), set tha
fiscal year 1986 program at about the fiscal year 1985 appropriated level of $3.9
billion, or accept the President's proposal to end the program.

* ) PERSPECTIVES
fereign Ald Program

President Reagan's fiscal ymar 1986 budget request comtinues tg support real
increases fn sacurity assistance programs while projecting real declines in foreign
tcanomic assistance levels. Although Cangress has not provided a1l of the requestad
ifcreases in security assistance programs it has acgepted most of the President's

_ roposals for reduced levals of funding for sconamic assistance programs.

- Comsequently, thers has been a continual shift of emphasis from econamic and food
nsistance programs in favor of military assistance during the past four fiscal years.

In adaitfon, during this same period the levels of #ilitary and economic assistance for

lsraal and Eqypt have grown substantially and claimed 2 larger propertion of the funds
drailabla for foreign assistance.

Eﬂ' rt-Import Sank

... Although the Export-Import Bank's diract loan lavels have decreased from $5.4
ok :illlon fn Fiscal year 1981 to an estimated $1.5 bidlion in 1984, this decrese has not
=ia *#Sulted from the President's reduced budget propesals for this program. In fact, the
“oropriation cailing In fiscal ywar 1984 was $3.8 billion, but the Bank failed to loan
Wt even one half of the funas 1t had available, A more fmportant factor in the
~F ®cling of Export-Import Bank activity levels has been tha problems caused for U.5.
S~ Wmorts by the increasing foreign exchange value of the dollar. In addition, some U.S5.
F Tport firms would argue that this administration has failed to encourage potantial
frefgn buyers of U.S. goods to use the Bank's dirsct loan facilities, and has done
little to promote sxports by meeting forafgn government axport financing compatition

. Mhatever the major reasons for this decline in lsan activity, President Reagan's
B 'scal yoar 1986 proposal will and all Eximbank dirsct loans, Consequently, the
EY  aestion arises concerning how the administration will carry out the Congressional
-  Uient that it meet forei gn export financing campetition,

= .:."_-:_._::.f *




Forelga Economic
and Fimanc ia}
Assbstance

Security
hsaistance

Conduct af
Foreign AFfairs

informat ion
#nd Eaxchange
Activities

Internal bunal
Moselary Fund

Export - lmport
Bank
Foreiga Military

Sales Trust
Fund (WET)

FY 1960

g

e ——— e e

Offselting Recelpts

TOTAL. ......

them or, budget,

5.65 4.00
3.00 1.15
.3 | B
0.59 0.55
1.85 1.85
5.00 1.15
-0.80 -1.25

E = -
1554 10,80

Fr
Ac

——— .

0.80
115

0.85

-0.80

0,65

=
2].05

MTE: The Prestdent's flscal year 1985 and lgcal
Actoals pnd Currant Policy reflect the

FUMCTICN: 150: INTERMATIONAL AFFA7AS

FY 1985

ey i oy

.95 5.9
s10 e
1L.wo: 2.5
0710 0.%0
D.55 ae
1.05 2.85
4.3 0,20
0.8 070
o
3.1 2A.m
year 1985 7

e

{Tn b11t40ns of dollars)
FY 195

2.20

1.25

12.9%

o.%0

W

1.9

lgures inclute of f -bodget
existing law, which rogui

10,28

2.55

8.95

maw

.20

FY 1986

g, o

6.15

10,28

0.%0

0.9

e Y
1. X

Fr 1986 FY 1986 :
56 59 585 5.00 5,75
L0 9.8 a5 10.8s 9.2
2% 2.0 2.% 2.7 2.7
D901 0.8 34 LD Les
D.55 345 s e 0.50
e
P o 1.00 0.10
-l.ooa o080 ..M a.95 1.0
12.05 285 1.9 20585 s

ancunts since lagielatism has besn propoted te mors
res the exclusion of off-budget smcunts.
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FUNCTION 150: INTERNATIONAL AFFAIRS 9 ‘Té_

E': i Major Programs in Function

International affairs programs in this function include Fareign militer
sales and the activities of all U.S. and nultilateral foreign aid agencies,
the Export-lmport Bank, the State Lepartment, and the foraign broadeasting

services.

Policy Focus of Reagan Reguest

The President's major international foci continue to be the security 2
aconomic development afJ friendly nations in the Middle East and in Central r'
America. The wajor initiative in FY 198G waould shift faderal support of Lhoe
percent of American exports currently financed through direct loans Lo an
axpanded yuarantee pragram,

The Neayan Budgat Would:

a replace Eximbank's direct loan proyram with an expanded yuarancee
program and a8 new intarest rate subsidy program (decroase of 1.9
hillion in outlays in FY 190G-88).

0 postpone an expectad economic aid supplemental for Israal of $800
million to $1.5 billien during the current Fiscal ymar, and owik any
vcunowic aid request For FY L98G, until an acceptuble econumic
adjustmant prugrmu fs promulgated by the Gavernment of [srae! (ng
funds requested in the budget; potential HA and outlay increase of
$2.7 billion in FY 1985-86). .

o increase foreign military sales grants, primarily to Israel and Egﬂ.
whose miiitary aid would grow in real terms by 24 parcent and §
percent respectively (increase of 5498 willion in BA and $260 williun
in outlays in FY 1946), .

o provide for a fourth year of ;.qbnmtiﬂ real growth in funding of

foreiyn infarmation and exchange activities (increase of $118 millian
in BA and $86 willion in outlays in FY 1988).

o limit lower-priority efforts to promote leng-term econamic developmernt
in poor countries until more fnmediate needs of the poor countries ara
nert {dﬁ?ruaan aof $1.2 billion in BA and $874 million in outlays in FY
1946-44) . . ;

o praclude future U.5. participation in the no-interes: Toan proyrams of
Ehe World Bank and regional multilateral development banks ({decreass
of 31.1 billion in BA and $41 willion in outlays in FY 19a8) .,

nincrease funding during the current fiscal year for Africa Famino
reliof, embassy security, and past-dug payments Lo several
multilateral development banks (increase of $715 million in 8A and
5271 mi11fon in outlays in FY 1985 supplementals). A

¥
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Fuwerign 150: urteawaTionat AEFajss

(Rupser v § RAriiLions)

n[ll‘r_nf‘dl’#
Pagsne:"'g

— o ET 1886 Elnutnr 4
' FY 1 SELINE PRESIDENT'S HRRENT Fagic
(ugBwr Lever  _Cuesswr PoUicy  Requesy i Braceuy :
'_'.' ; o
= iuU%ﬁ RITY 23.8 24.6 20.h -4.0 -152 .
‘ S oyTLAYS 12.3 17.4 18.3 +0.9 -3z
‘ = CimmenT Paarnsrn .
: a I-Yean
EYR3 EYR8 EYRZ  EXBR
|, Rasevine RA  23.R 24.6 5.0 5.4
] 18.9 . 17.4 17.8 12.1
r?ff Feenainewt's Prorasen  RA  26.7 20.R 20,0 . 9.1
= : 0 ' 139.5 1.3 16.9 15.8
%_‘j YqergesnrE Ewom RA r2.9* ‘ -4.0 =5.0 6.3 =155
5-;“ RaseLng N «0.7 .9 -0.9 -2.3 M
E Fl

2= "BIFPRRENCE LAAGELY NUE TO TECHNICAL CHANGER [N BRINGING BREVIOUSLY QFF=RLNGE"
?Eiq PROGIAMA Aw~BUDGET) REQUEST IHCLUDES 30.R BILLION IN RUPPLEMENTAL REQUESTS.

S & Tug ADMINISTOATION 18 PROPOSING TO TLIMINATE THF ExPoAT=]MPORT RAawx'e

s RIRFCT LOAN PmagRaM, cuTTIMG 53:6 BILLION [N SUDSET AUTHORITY AND 3400
AMILLION (M gutLarvs. A 32 aiLLioN iuﬁnnnn: IN GUARAMTER AND [NRIIRANCE
PROGAAMS, 48 WELL A% 4 PRoPoSFD BI00 mrLLron INTEREST RATE SUBSIAY PRngaaM
WOULD BFPLACE THE D{AECT LOAN PROGRAN. :

PRORASALS foR ZCONGMIC SIPPORT FUNDING FOR [SRAFL HAYE BEEN DEFEsagn,

PENRING THE NUTCOME OF NEGOTIATIONS WITH [R9AEL 0N AN ACCEPTARLF froNom:e
ANJUETMENT pangmam. Az 4 afsulT, 198F ecomoMIC SuPPRAT FuND LEvELS

N2
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- TEis BUDKET AMOURST ONES MOT ARFPLECT THE FULL EXTENMT
-__E;g R CONSIDERATION AT This TIME. THE 1935 pomtion oF Twe aranest INCLIIDRS

- PROJECTED SUPPLEMENTAL FoR

A IS

rONTAIMED IN THE BuUNGET sWow wo FuNnisa Iw FYL3RB-19RR  ram [spacl (a 3},
RILLIAN ANNUAL DECAEASF FROM FY1SRS) awn a 5200 HILLI?Y incnrllﬁ FOR nTHE
COUNTRIES 19&5 LEVELA DO MDY REFLECT AN ANTICIPATER 31=2 BiILLTON
!HllLilllle REQUEST Fom |ErAgL amn pnzstaLy Esyeprs THiIS wiLL abn 1o
panJFCTEN 19RS npreiciTN.

g FYIIRE GRaNT FOREIGN MILITARY SaLES Ta TSmAEL ln:ltnsa By 3400 mrppisn (20
PERCENT) amn Ta Egyer av sgnn micLtan (11 ereacent). THFR GAANT ML anvy
Ao cRnws Ay SMA4 mrgLrom (1R eEmcemT).

) !? “MILITARY FOREIGN AID PAOGRAMS DECREASE I{ $500 HILL{EH (9 PERCENT 1n

ggﬂ‘ AND FURTMER DFCREASE Ay $1.3 srcuron (23 pemcent) Dumiwag THE 193R=

1988 pEmIon; IMCLUNING NECREASES IN THE AGENCY FOR |NTERNATIONAL
DeveELoPMENT Ass1STANC Pnaananl. CONTRIBUTIONS TO INTERNATIONAL

oRsAMIZATIONS, amp P.L. 4R0 roon AID.

n U.S. IuroesaTion AgEwcy ACTIVITIER srow By 3220 mivorow (25 pracewt)
FY19RB, as PanT oF A 31.3 AiLL1ON MODERNIZATION PAGGRAM TnRouck 1350.

@ BunafT auTHarITY oF $299 mjLLtoM 15 mRanEsTen 1M FYLARE T [MeLEsENT Tow
Compart AF Fare Assactation wits MicanNes a.

Camments

THE BUNGET ANQUEST INCLUDES AM [ E BEASE 1M
ALTHONGH MUCH OF THIS (NCREARE 18 HASKEND 1M THE BUDGET TaTaLt nu
T PROPORALS TO MOVE PREVIOUSLY OFF-RNDGET FOAETSN MILITARY SALER OMN=RAUDNGE~,
ANTI DECIRIONS NOT TO_IMCLUTED FITIHAME ECONOMIC SUPPORT FUNNING FOR |XeafL In
T™# RUNAFT WEQUFST. THE GFOUEST COMTIMUES Thn SHIET THE OVERALL PEACENTARE OF

FAREIAN AID AWAY FRAM ECOMOMIC AMD DEVELOPMENTAL ASSISTANCE TOWARDS Sccympsy
ASRISTANCE PANGAAMS .

(Runser Autwority $ 1x RiLLions)

1383 196 1387 1ams

Secumrty AssisTance® A.5 3.4 3.8 11.1
Econamic Asgistance 5.4 5.3 5.1 4.1
TataL: 13.9 14.8 14.9 14.7

* PREVIOUSLY OFF-BUNGET FOREIAN MILITARY SALER CREMITS, Benpasen FYL19RS
SABPLAMENTELS ANN ZCONAMIEC SUPPGRT FUMDING Fam IRRAEL AmE naT INCLUDED IN
TEESAF TOTALS.

of FY 13RS supeLrssnTaLs

MILLION TN COVER AAAEARARFA AT REvERAL MILTILATERAL NEVELOAPHENT R %
5 mILLION [N EMFRGENEY nrg ™o Armica asn S267 sy " STarl

v LLlon Iw 5
APERATING EXPENEES. THE 1? 5 . rY (ICIFARRD . aTaTE

REQUEST NOEX NMOT mErLECT THE $1-2 ATLL1aN

SRAEL Ann EgveT.

EORET

-
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BUDGET MEMO--The 150 Function in the Preslident's resquest
To: Leg, Tom

Feb. 51' 1785

The President's budget request for the 150 Function
(International Affairs) calls for a cut af 16X from the
baseline in Budget Authority (B8A) ($4.0 billicn) and an
{ncrease of $0.9 ip Outlays (0).

FY 853 FY R6Haseline FYBS Pres. Diffarence
Current Level Current Palicy Request
BA  23.8 24.6 ' 20.6 -4.0 =-16%
0 138.9 17.4 18.3 +0.9 + 5%

The President has been able to show a decreass In the 150
aceount by leaving out some programs that will be rastored
(by Congress and/or by a later Presidential request). One of
these programs is the ESF account for Israel. House Budget
Committes Chairman 8ill Gray (D-Pa) told us that he is
convineced that the President left ocut thils and other {tems so
that he could submit a Bbuget proposal that cogntalned
cuts in foreign ald and then blame Congress for budgeting
higher amounts. . .

The Administration denies ¢this. The Budget Request clearly
states that the reduction in 8A for ESF ls a result of the
fact that the ESF for Israel has been deferred, pending the
autcome of negotiatiens with Israel on an acceptable eco-
nomic adjustment program.

The Budget Request states:
This difference is dus in part to the deferral of any
funding request for Israel. This request has been
deferr=d since negotlations with Israel are still
cantinuing in an effort to datarmlne the appropriate
level of asslstance in the context of Israel's plans
for economic reforms. As @ result of thease
negotlations, a request wlll be pressnted promptly
to the Congress along with a description of the
necessary economic reforms.

Military Asslstance

TRe President has requested $1.8 billion in FMS for Israel
compared with $1.4 in FY 83. This is an increase of 29%.

The President has requested an increase of FMS to Egypt of
$200 milion, an incrzase of 1l1X.

gther grant military ald Qrows by $144 million (13%).
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The Budget request does not menticn any supplemental aid to
Israel, although the Budget Committee analyses In the 5enate
and House both indicate that this is under considecation.

‘Summary and conclusions

The totals requested by the President are probably not
sufficlent to caver the lncreasss for Israel (to 3.0 billlon-
1.2 ESF and 1.8 FMS), unless the totlas can be ralsed when
the Administration comes in with a specific ESF level for
Israel. In other words, if the Administration is willing to
increase its 150 totals by 1.2 8illion in BA and O when it
submits this request to Congress, the functional totals are
too low. If the Administration is willing to raise thelr

150 request, then Lt appears that the request would Dbe

adaquate, "

Attachmentg---

l, The Budget Request

2. House Budget Analysis

3, Senate Majority Analyais
4., Senate Minority Anmalysis
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NEWS SUMMARY - FEBRUARY 5, 1985

THE PRESS REPORTS
Tsraell Killed In West Bank; Curfew Set
WASH. POST-Walsh- An Israeli soldier was shot and killed today in the West

Bank city of Ramallah in the sccond of two shooting incidents in the in-
creasingly tense Igraell-occupled territory.

4 Tgraeli Soldiers Wounded In Southern Lebanon

WASH. POST-(Reuter)-Four lsraeli soldiers were wounded today in three bomb
attacks on convoys near Tyre in gouthern Lebanon, a military spokesman said.
Israeli troops and Israeli-backed militamen have been the targets of dally
attacks, which have increased since Israel decided on the firat stage of a

withdrawal plan last month, .

US Message To Israel Cets Louder: Do More To Salvage Economy

CHRISTIAN SCIL. MON.-Curtius- ilsraeli officials like to play down their
differences with the Reagan administrarion over what it will take to

avert an economic collapse lere. But as the govt, this week puts into
effect its second set of wage-and-price controls, key Amer, officiale

are signaling publicly that the Israelis are not moving far enough, [ast
enough. Murphy told Congreas that ILsrael could not expect an increase in
economic aid from the US until the govt. makes more budget cuts and sharply

devalues its currency, the shekel.

Austerity Plan Okd In Israel

PHIL. INQUIRER-(AP)-The Israell cabinet adopted an austerity package late
yesterday that boosts prices and taxes in an effort to stop the drain on

the nation's forcign currency reserves.

Observe Rights, Mideast Told

THE EVENING SUN- (AP)-President Richard von Weizsaecker of Weat Germany has
told Hussein that both Israeli and Palestinian rights must be observed if
there ia to be peace in the Middle Eaat, "All parties must realize that there
can be no genuine peace without painful concessions,” he said vesterday at

a banquet given for him by King Hussein,

###%). S Arms Sales Delay Scen As A Disturbing Signal To Arab World

WASE., TIMES-Goldstein- The delay of new US arms sales to Arab countries
T——3i-iow Fallrwine a malor increase in assistance to Israel has sent
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| Arab League Ambassador Clovis Maksoud said recently that the US declsion
to delay arm sales affects the role of the US as a mediator. It also makes i
| rhe visit to Wash. later this month of King Fahd assume great importance, .
Mr. Maksoud said.

| France Offers 1,000 Troops To Fill Cap After Israeli Pullout

WASH. TIMES-Neff- Fearing another bloodbath among feuding sectarian ;
| groups may follow lsrael's withdrawal from scuth Lebanon, France has '
offered to send 1,000 troops to take the place temporarily of the de-
parting Israelis.The mission of the French force would be to hold the
evacuated territory around Sidon until the regular Lebanese army could

move into the area, Rabin was quoted yesterday as saying.
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Hews Summary February 5, 1985

Press orts

Peres Expresses Disappointment At Egypt .

NYT-p.l-Friedman-Peres expressed disappointment at what he described
3% Egypt™® Fallure to respoend to his efforts to improve relations
between the two countries. He said that if Egypt's cool attitude
continued there was a danger that the forces of peace in Israel could
become dicouraged and question the value of efforts to normalize
relations with Arab neighbors. This was Peres's first criticisim

of Mubarak since taking office. Peres's remarks reflect mounting
frustration in his administration over the continued sbsence of
normsl relatiohs despite Israel's effurts towards that goal, Peres
looked relaxed and expressed confidence that his administration has set
Israel on the right track, His popularity has risen, Peres also
discussed the economy, Sharon's suit against Time and he denied
selling arms to Iran. The Israelis have come to see the Iraqils as
mich less a dangerous long-term threat than Islamic fundamentalism,

Israel Created Foe in Shiites

WSJ-Ignatius (Wash) Israel's invasion of Lebanon may have provoked
an even moré dangerous threat to the state than the PLO in the Shiite .
ﬁ g ulation of South Lebanon, Israell officials are warning that

hlite terrorism could spread to northern Israel, Rabin gaid in
New York that Shiites are capable of kamikaze acts, the "LO never dared
to use terror that way. Officials admit that they failed in tryving to
% eultivate Shiite leaders, There are also signs that Sidon could
again become a sta%ing area for PLO terrorism, Lebanese reports claim
as many as 2000 Palestinian fighters are gathered just north of the
Israell frontlines along the Awali River, ready to surge into Sidon
when the Israelis leave. Battles between PLO dissidents and Arafat
loyalists are expected. The Shiite problem though illustrates the
broader failure of the invasion. Uri Lubrani predicts that in the

next 5-10 years, Israel will be dealing with an Iranian-type Islamic
gov't in Beirur,

lsraelli Suidiar Killed in West Bank

NYT-special-An Israeli soldier was fatally shot by a lone gunman in
the b%EEﬁtld West Bank. Dozens of men were detained for questioning.
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Soviets Sentence Hebrew Teacher to Labor Camp

NYT-Mydans-Aleksandr Kholmyansky, a Hebrew tacher who attracted a wide
TollowIng among Soviet Jews has been sentenced to an 1l8-month term .
in a labor camp on charges of possessing a weapon, his friends say. '

This was the latest in a serles of cases authorities have brought against
leaders of unofficial Jewish cultural life. His friends say the pistol’

was planted in his apartment. In another development, 44 Jews have 1
asked that their names be struck off the register of voters for '
the election this month of delegates to the Parliament of the Russian

Federation of the Soviet Union. They say they consider themselves !
citizens of Israel,

i mw ® T

Mengele Victims in Jerusalem

ND-AB-Survivors of the experiments of Mengele told their tales of horror
3t The opening of a three-day mock trial of the Nazi. The organizers
of the trial said the testimony would be forwarded to any government
willing to prosecute Mengele.

Iran-Irag

NYT-Reuters-Iraqi planes crippled an empty Greek tanker that was heading .
towards Kharg Lsland. ;

Saudis Move in Petrochemicals

NYT-Cuff-The Saudi dream of industrialization is coming true as they
Farness the waste of oil production and turn it into petrochemicals.
Petrochemical producers elsewhere are worried, The Saudis are in the
business with comapnies such as Exxon, !lobile and Shell.

_uchanan To Become White llouse Chief of Communications

NYT-AP-Reagan asked Patrick Buchanan, former Nixon speechwriter, tv uime
chieT of White House Communications,

Magazine Articles

New York Mag-2/11-Churcher (Intelligencer) ADL officials are lamblntin§
BrItish Kilénys foF—TETMEOTTnz a Sheraton Hotel ad for two "Israeli hotels.”
The ad ran in the in-flight azine. The words '"Come to Israel' and

the Sheraton's East Jerusalem location were blanked out, The publisher
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of the magazine, Bill Davis said he and the airline realized that the

ad was "politically contentious." He said that if the US and the ™

and the grir.i:h government consider East Jerusalem an occupied territory, .
not part of Israel, how can I disagree? The magazine will reject the

ad outright next time. Ab Foxman called the decision "lunatie.”

TWA has run the ad without problems.

New York Mag-Diamond-"Time After Sharon'" Both Sharon and Time execs 1
were Torced to smile after the trial, Sharon was not vindicated. Time °
was criticzed badly. Halevy has been reassigned to Washington, but

Time says that was planned, Time workers are involved in soul-searching
now. There is a real gap in checking facts in news-magazines.

Active Jewish Phimthragiat Dead - |

NYT-Joseph Meyerhoff of Baltimore died of a heart attack Saturday.
m::iwry active in Israeli educational institutions and Jewis
charities.
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A STRATEGY FOR FREE TRADE
{(Excerpts from the Gnnual Report of the Council of Economic Advisers)
Washington -- President Reagan's Council of Economic SAdvisers
urges that the United States push aggressively forward on multilateral
trade negotiations.
But it warns that 1f multilateral negotiations are stalled by a
relatively small group of countries, the United States may be forced
to consider alternatives such as the neagotiation of free trade areas
(FThAs).
In the report, delivered to the U.S. Congress February 5 along with .

annual Econaomic Report of the President, the advisers said that the

president's new free-trade area negatiating authority offers a policy
option that tends "to reverse the usual incentives in international
trade negotiations by making countries more eager to be among the
firet to liberalize than among the last."

"Because no duties would be levied on intra=-FTA exports of FTA
members, " the report said, "the first entrants would enjoy substantial
competitive advantages over outsiders in the large U.S. domestic
market, =specially if highly restricted sectors were to be included in
the FTA agreement.”

The report also pointed out that the possibility of FTa or
"Plurilateral" negotiations "offers the United States and others the
option of using a frese-trade instrument rather than protectionism, as
a lever against protectionist countries that are recalcitrant in fully
multilateral negotiations."

Other points made by the report?

== "The objectives of U.S. policy toward the General faoresment an
Tariffs and Trade (GATT) are to strengthen the existing framework in .
the short term and to sxpand the scope of the agreement in the longer
term. "

-- Some progress has bheen made within the GATT toward correcting
specific trade distortions in the areas of subsidies, government
procurement practices and other nontariff barriers, "but a new U.S.
initiative at this time could accelerate and expand agreements in
these and other areas, "

-= The possibility of an FTA strategy would be considered only if
multilateral negotiations stalled under the auspices of the GATT.

-—- &n FTA would not be like the narrow, complex trade "haggling®
that charactesrized the 1930s because thers are GATT criteria for
permissible FTAs and plurilateral agreements.

-~- fan FTA or plurilateral agreement "would be as multilateral as
the number of countrizse that choose to join the agreement.”

Fallowing are excerpts from the international chapter of the
Council of Economic Advisers' 1985 report released February 5°

(begin excerpts)
THE CHALLENGE OF COMPREHENSIVE FREE TRADE

The world is moving away from, rather than toward, comprehensive
free trade. In major industrialized countries, for example, the
proportion of total manufacturing subject to nontariff restrictions
rose o about 30 percent in 1983, up from 20 percent just three years
garlier. Although tariffs among industrialized countries have been
reduced substantially since World War Twos; tariffs also remain high in

United States Information Service
.Tel Aviv, 71 Hayarkon Street, 63903 Tel. 654338 ext. 204
Jerusalem, 19 Keren Hayesod Street, 94188 Tel, 222376
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some sectors (ftextiles, footwear, steel, wood products, and
shipbuilding, for example) and among developing countries. In
nonmanufacturing, international trade is subject to even more severe
restrictions and market distortions, especially in agriculture and
services.

New international initiatives are required to sustain the
post-World War Two momentum toward comprehensive free trade and the
warld economic growth that it has fostered. Speaking to the
International Monetary Fund and World Bank Joint &nnual Meetings on
September 25, 1984, the President called for just such i1nitiatives)

"For the millions around the globe who look to us for help and
hope, I urge all of you today® Join us. Bupport with us a new,
gxpanded round of trade liberalization, ands together, we can
strengthen the global trading system and assure its henefits spread to
people evervwhere."...

THE CASE FOR FREE TRADE

The persuasive power of arguments for free trade arises not from
abstract economic reasoning, but from concrete historical comparisons
of the achievements of free trade againast those of protectionism. The
corclusions to be drauwun from such comparisons over the past two
centuries are unambiguous-, Countries that have followed the least
raestrictive sconomic policiss both at home and abroad have experienced
thes most rapid economic growkh and have enabled the agreatest
proporticon of their populations to rise above subsistence living
standards. ...

Britain was very much an "engine of growth" in the 19th century
world sconomys and freer trade fueled the engine.

More recent experiences sustain the point. The slide of the world
economy into the Great Depression of the 17930s was accelerated by
unprecedented tariffs imposed by the Smoot-Hawley Aot of 1930 and by
similar measures abroad.... Since World War Two, successive rounds of
multilateral trade liberalization have demonstrated the power of open
markets through almost four decades of world economic growth.... The
smergence and sxpansion of the European Community (EC) liberalized
trade even further among Western European countries.... The opening
of the Eurogpean market has been central to Western Europe's economic
growth.

& Final illustration of the achisvements of freer trade is
particularly important. s former colonies gained independence after
Warld War Two, they tvpically sought to achieve economic independence
as well. Many embarked upon extensive import substitution palicises to
redure their dependence on imports from former colonial trading
partners. The overwhelming conclusion of studies of these policies,
howevar, is that they severely stunted economic growth. In contrast,
those developing countries that pursued more open economic policies
have experienced truly remarkable records of economic garowth. Recent
examples include Hong Hong, Singapore, Taiwan, and South HKorea, among
others.. .

THE MYTHS OF PROTECTIONISM

Despite the achievements of open marketss myths regarding the
benefits of protectionism persist. The most misleading of these,
perhaps, is the claim that import restrictions save Jjobs at home.
While employment in one sector may be higher with protection than
without, job losses in other sectors of the economy are often even
larger in the intermediate term and about the same magnitude in the
longer term.... _
" A second myth iz that protection can provide a breathing period for
an industry to modernize and to become more competitive. A related
argument is that the protection permits a smooth "rundoun" of existing
production in the industry. Most of the evidence on 2ither argument
runs to the contrary....

Protection ... often frustrates adjustment by attracting new
resources to the sector....

Fully one-third of all the clothing and textile establishments in
the United States at the end of 1982, for example, were not in the
industry just six vears earlier, and more than one-fifth of all new
manufacturing firms in France in recent vears have been in the
clothing and textile industry....

There is also the argument that the United States should restrict
the flow of imports to protect the sconomy from "unfairly® subsidized
products from other countries. In many respects, this argument, tooy
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is incorrect. Permanently subsidized exports to the United States
obviously make U.S. imports cheaper than they otherwise would be.
Thus, rather than being a "beggar-thy-neighbor" trading policys such
subsidies are an "enrich-thy-neighbor" policv....

There are two cases, however:; in which this argument for restraint
can be correct. One is when the forelign subsidy is not permanent.
Countries might, for example, use subsidies to expand domestic
production in some industries during the down period of a business
cycle. In this case the importing country suffers recurring
adjustment costs as its own domestic industry responds over the
business cycle to variations in the level of subsidized imports.

A second theaoretical possibhility is in those rare instances where
oligopolistic profits might be large.... In both of these special
cases,y howevery the best solution is an international compact on
acceptable subsidization policies, rather than protectionism....

& STRATEGY FOR FREE TRADE

Cespite the obstacle to free trade, there are several reasons to
push now for comprehensive trade liberalization. First, the trend
toward increasing protectionism at the national level may actually
help mobilize a consensus for a new international initiative toward
comprehensive free trade. Furthermore, recovery of the olobal economy
presents the opportunity to resist protectionist pressures and to
raeach Jjust such a free-trade consensus.

There i=s also some evidence that many countries around the world .
may be willing to consider domestic policies that emphasize open
markets, market incentives, and private control to a2 greater degree
than before: members of the EC are under increasing pressure to find
a less costly alternative to their current common agricultural policy o

the administration will seek agricultural reforms in 1985 farm
legislation that will increase U.S5. flexibility in negotiating freer
trade in agriculture . and many developing countries appear to be at
l=ast more receptive to private, competitive markets. This possible
change in the world temperament toward openy, market-oriented policies
poses the opportunity for successful new initiatives.

Finally, the President and the heads of sovermment of major U.S.
trading partners have already agreed at the Williamsburg Economic
Summit to consultations on a new multilateral round of trade
negotiations under thz auspices of GATT (General Agreement on Tariff

and Trade). At the sub=segquent London Summit they agreed to seek sarly
agreement on a new round. A multilateral round of trade talks iz the
mast effective vehicle for successful trade liberalization.

& NEW ROUND OF MULTILATERAL TRADE NEGOTIATIONS

To exploit present opportunities the United States must pursus .
decisivey extraordinarily disciplined policies. At the most general

level,y a successful international strategy requires that the United
States push aggressively forward on comprehensive multilateral trade
negotiations under the suspices of GATT. At a more concrete level ,
the United States itself must be committed to comprehensive trade
liberalization. In this context, comprehensiveness has seversal
dimensions -- products, factors of production, countries, and types of
trade distortions, including VRAs (Yoluntary Restraint Agreements) and
various preferential :‘reatments of domestic industry. Each of these
dimensions is important to successful liberalization.

With regard to products, the United States should push especially
hard for liberalized -“rade in agriculture, services,
telecommunications sguisment, advanced electronics, automobiles,
textiles, wood products, and steel, to mention just some of the major
problem areas. The United States has much to gain from liberalizing
these areas, and developing countries in particular will have reduced
incentives to particicate without the promise of liberalized textile
trade. In the industries above where the United States has
significant restrictions -- automaobiles, steel, textiles, and
agricul ture -~ the costs of protection are large. In agriculture. for
exampley the annual cost of restrictions on sugar imports is estimated
ko be in excess of 3,000 million dollars, and the consumer cost of
impart restrictions on dairy products is even higher.

With regard to the various types of distortions, soms progress has
been made in GATT in the areas of subsidies, government procurement
practices, and other nontariff barriers, but a new U.S. initiative at
this time could accelerate and =xpand agreements in these and other
aAreaas,
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THE ROLE OF GATT

GATT was established in 19483 to foster liberalized trade and has
sponsored several successful rounds of multilateral trade
negotiations. An effective GATT is essential to further
liberalization and expansion of international trade. In particular,
GATT obligations can help to restrain protectionist trends around the
world by providing a source of external discipline to national
policies. Just as the U.5. Constitution puts interstate trading
policy beyond the control of individual States, international
commitments can constrain the use of tariffs and other major forms of
nontariff barriers by individual countries. Moreover, because no
policy is likely to be completely successful in this regard, an
ambitious program of trade liberalization under GATT auspices is
needed to counter the inevitable individual lapses into protectionism
at the national level.

The objectives of U.5. policy toward GATT are to strengthen the
existing framework in the short term and to expand the scope of the
agreement in the longer term. To achieve these goals, the United
States supports the work program agreed to by the GATT Contracting
Parties at the Ministerial Meeting in 1982. Efforts to strengthsn and
expand the sxisting framework include working parties on safeguards
and structural adjustment, guantitative restrictions and other
nontariff measures, and dispute settlement procedures. The United
States supports the negotiation of an effective "safeguards" code that
would discipline the use of temporary import restrictions as a method
of dealing with domestic industry adjustment to import competition.
The continuing proliferation of quantitative and nontariff
restrictions on trade is also of major concern. The working party on
this issue has catalogued existing guantitative restrictions and other
nontariff measures and judged their consistency with GATT principles.
This information should facilitate negotiations to =liminate the
restrictions, perhaps as part of the preparation for a new
multilateral round of trade negotiations. Finally, a major weakness
of GATT is its imability to resolve disputes effectively. A greater
reliance on professional panelists to resolve disputes might lead to a
more predictable sattlement process less subject to control by member
countries. The recommendations of the GATT Secretariat would improve
the process of forming panels, az well as the implementation of panel
recommendations.

The GATT Contracting Parties have discussed extension of the GATT
framewaork into agriculture, services, counterfeit goods (and other
issues of intellectual property rights)s high-technology goodsy and
textiles. In order to bring agriculture more fully under the rules of
GATT: the United States supports a reduction in gquotas and licensing
programs limiting agricultural imports and a general prohibition on
sxport subsidies. The EC, however, opposes a general prohibition and
believes that export subsidies should be permitted.

Al though trade in services constitutes an increasing portion of
international trade, il too continues to remain outside the GATT
framework. Liberalization of trade in services has been slow dus not
only to the complexity of the subject but also to intense opposition
in principle, especially among developing countries. The service
industries in these countries are usually small, and the governments
argue that further growth of the industries would be impossible
without restrictions on foreign competition. Despite such opposition,
the United States has recently persuaded other Contracting Parties to
consider the issue of services under GATT auspices.

Trade in counterfeit goods has increased noticeably in recent
years., In addition to the economic losses to trademark owners: trade,
in counterfeit goods presents potential safety and health hazards to
coansumers. The United States believes that GATT provides the best
forum for negotiating and implementing an agreement to handle this
problem and urges the formation of a working party on trade in
counterfeit goods. Developing countries have opposed such a working
party on the grounds that GATT is an inappropriate forum. Their
underlying fear, however, is that developed countries will use rules
to restrict the trade of counterfeilt goods as protectionist measures
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to limit imports of legitimate goods. GATT Contracting Parties agreed
at the 1984 Ministerial Meeting to establish an experts group on
intellectual property rights in general. The group will collect
information on abuses and proposse alternatives for action. As
required by the Trade and Tariff Act of 1984, the United States is
also preparing a survey of problems around the world with intellectual
property rights.

In 1982 the United States proposed that GATT examine trade in
high-technology goods. As a result of opposition, the study was
transferred to the OECD. Two major findinas have now emerged from
this study. First, open international markets are necessary to
capture fully the benefits of high-technology industries. Second,
restrictive trade practices are increasing trade frictions in these
industries. Major issues include the role of preferential public
procurement (especially in telecommunications), the rale of product
standards, limiting the access of domestic firms to governmen
sponsored research, the influence of various types of government
sponsoread ressarch and technoloay on commercial and industrial
technology, and the effect of government policies on investment.

Finally, textiles remain exempt from standard GATT rules. The
Multi-Fiber Arrangement, which establishes rules governing gquotas for
textiles, is due to expire in July 1984. & working party is examining
the possibility of bringing textile trade into the GATT framework,
paerhaps through the negotiations on renswal of the Multi-Fiber
Arrangement which begin in 198%. Textile restrictions began in the
garly 1940s as a temporary expedient to give the textile industries in
the United States and other industrial countries time to adjust to
increased forsign competition buty perhaps predictably; have evolved
into a more permanent obstacle to freer trade.

SECONDARY STRATEGIES

& potential problem with multilateral negotiations is that they
may be stalled by a relatively small group of countries. If this
occurs, the United States and others may eventually be forced to
recort to secondary strategies for liberalization. The new free-trade
area (FTA) negotiating authority given the P resident offers one
possibhle option. FTA negotiations (and less than fully multilateral
negotiations in general) tend to reverse the usual incentives in
international trade negotiations by making countries more eager to be
among the first to agree to liberalize trade rather then among the
last. The incentives for countries to be among the first to enter an
FTA or a plurilateral agreement with the United States could be
strong. Because no duties would be levied on intra-FTA exports of FTA
members, the first entrants would enjoy substantial competitive
advantages over outsiders in the large U.S. domestic market,
especially if highly restricted sectors were to be included in the FTA
agreements. In additiony as the number of countries joining an FTA
grows, the incentives for outsiders to Join increase,; because
unfavorable trade cdiversion increases and the size of the non-FTA
market decreases a= the FTA expands.

One possible criticism of an FTA initiative is that it may appear
to some as a regression to narrow, bilateral trade negotiations. This
need not be the case. First, the possibility of an FTA strategy would
be considered only if multilateral negotiations stalled. Second, an
FTA initiative would not be the same as the narrow, complex trade
"haggling" characteristic of the 1930s because there are GATT criteria
for permissible FTas and plurilateral agreements. Third, an FTA or
plurilateral initiative would be as multilateral as the number of
countries that chose to Join the agreement. There is nothing
intrinsically bilateral about the FTA. Again any FTA initiative would
at all times be subordinated to resumed progress in multilateral trade
negotiations.

Perhaps most importantlys however, the possibility of FTA ory more
broadly, plurilateral negotiations offers the United States and others
the option of using a fres-trade instrument,; rather than
protectionism: as a lever against protectionist countries that are
recalcitrant in fully multilateral negotiations. This distinction is
important because there are several fundamental difficulties with
using trade sanctions to persuade other countries to liberalize their
trading practices. First, trade sanctions hurt the country that
imposes themy in some instances as much asy or more than, the foreign
cauntry. Second, the forsign trading partner knows that this is the
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case. As a consequence, threats of trade sanctions are often not
crediblae. Then, of course, there is always the additional threat of
foreign retaliation.

In rare instances, however, the United States may be forced to use
trade sanctions to persuade a particular trading partner or a group of
trading partners to abandon especially restrictive trading practices.
Although such sanctions raise the danger of retaliation, thers may bes
isolated instances where this danger is minimal relative to potential
gains. However, sanctions should be used only in accordance with
clearly established rules, not as a pretext for protectionist actions.

Thus:; threat of a sanction should always be accompanied both by an
unambiguous explanation of which trading practice the sanction is
aimed at eliminating and by credible assurances that sanctions will be
removed when the restrictive practice halts.

A sanction is more likely to succeed in an industry where the
trading partner's exports to the U.5. market are more important to
them than they are to the United States. Thus, trade sanctions must
be carefully tailored to particular circumstances. A sanction
appropriate for one issue of concern to the United States, such as the
use of concessionary loans to boost exports, may be inappropriate for
other issues of similar concern, such as preferential government
procurement,y infringements of intellectual property rights, or
cyclically varying subsidies. One would also expect strategic
sanctions to be used only at the discretion of the highest policy
levels of the government.

A FINAL CAVEAT

It is often assumed that opening markets abroad for U.5. exports
by reducing trade barriers will necessarily improve the fundamental
position of the U.S. current account deficit. This is not necessarily
the case. A country's current account balance is determined
fundamentally by domestic investment and saving behavior (including
government) relative to investment and saving behavior abroad. As
pointed out marlier, this is true because of two fundamental economic
relations, Firsty a current account deficit, for example. 1%
necessarily offset by a corresponding capital account surplus.
Second, the capital account surplus is identically equal to the excess
of domestic invesiment over domestic saving (including government).
Thus, changes in trade barriers will affect the current account in a
fundamental wavy only to the extent that they change saving or
investment. Accordinglyy; the use of the U.S. current account (either
with the rest of the world or with particular countries) as a measure
of success in liberalizing trade is likely to lead to frustration.
Comprehensive free trade is a policy objective because of the proven
benefits of open markets, not because it will lead to a particular
external balance.

{end excerpts)
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{(Following material for release at 1700 GMT Fabruary 5)
REAGAMN URGES CONTINUATION OF ECONOMIC POLICIES
(Text® Economic Report of the President)

Washington -- Urging a continuation of the economic policy themes
of his first term, President Reagan warned Congress against returning
to the kinds of policies that "led to the 'malaise' of the late
seventies. "

In the annual Economic Report of the President, delivered to the
U.5. Congress February 5 along with the Annual Report of the Council
of Economic Advisers, Reagan pointed to accomplishments in many
aspects of economic performance during his first four years in office.

But he warned that a return to "policies of excessive government
spending and control” would quickly draw the United States "back into
that same disastrous pattern of inflation and recession' as occurred
in the 1970s.

In his first Economic Report of his second term, the President
said, "Now is the time to recommit ourselves to the policies that
broke that awful pattern®, policies of reduced Federal spending, lower
tax rates, and less regulation to free the creative energy of our
people and lead us to an even better economic future through strong
and sustained economic growth."

Reagan said his administration forecasts that the present economic
recovery will continue in 1985. "For the years 1985 through 1988, uwe
assume real gross national product growth of four percent per year,
slowing =slightly in 1989-90."

Other points made by the president in his Economic Report}

-= "The thriving venture capital market is financing a new American
revolution of entreprensurship and technological change. The American
economy 15 once asain the envy of the world." .

== The large budget deficit "must and will be reduced."

== "In our efforts to reduce the deficit, we must not forget that
the cause of the deficit is increased spending and insufficient
growth, not decreased taxes. Federal tax receipts are now almost the
same share of gross national product as in the late 19705, even after
the substantial reduction in tax rates that we initjated in 1981."

-- Continuing economic problems demanding resolution include an
unemployment rate and a poverty rate that remain too high.

-- Despite progress 1in cutting inflation, "We will not be satisfied
until we have totally and permanently wrung inflation out of our
economy . "

-= The trade deficit, like the budget deficit, is "too large to be
sustained, " but there are both beneficial and detrimental ways to
reducs both of them. "Our goal is a system of free and fair trade in
goods, services and capital. We will work toward this goal through
both bilateral and multilateral agreements."

Following is the text of the Economic Report of the President!

(Begin text)

In 1981, when I first assumed the duties of the presidency, our
nation was suffering from declining productivity and the highest
inflation in the postwar period -- the legacy of years of government
overspending, overtaxing, and overregulation.

We bent all of our efforts to correct these problems, not by
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unsustainable short-run measures, but by measures that would increase
long-term growth without renewed inflation. We removed unnecessary
regulations, cut taxes, and slowed the growth of Federal spending,
freeing the private sector to develop markets, create Jobs, and
increase productivity. With conviction in our principles, with
patience and hard work, we restored the economy to a condition of
healthy growth without substantial inflation.

Although employment is now rising, business opportunities are
expanding, and interest rates and inflation are under control, we
cannot relax our economic vigilance. A return to the policies of
excessive government spending and control that led to the economic
*malaise" of the late seventies would gquickly draw us back into that
same disastrous pattern of inflation and recession. Now is the time
to recommit ourselves to the policies that broke that awful pattern’
policies of reduced Federal spending, lower tax rates, and less
regulation to free the creative energy of our people and lead us to an
even better economic future through strong and sustained economic
growth.

Major Economic Developments 1981-1984
The Program for Economic Recovery that we initiated in February
1981 had four key elements’
. ——  Budget reform to cut the rate of growth in Federal spending,

--— PReductions in personal and business taxes,

--— A far-reaching program of regulatory relief, and

-- Restoration of a stable currency and a healthy financial market
through sound monetary policy.

The success of this program is now obvious -- the U.S. economy is
experiencing the strongest recovery in 30 years]

-- Real business fixed investment in plant and equipment is
higher, relative to real gross national product, than at any time in
the postwar period.

-- Productivity growth in the business sector has averaged 2.2
percent since the fourth guarter of 1980, compared with a rate of less
than 0.3 percent over the prior 4 years.

-- The inflation rate is now about one-third the rate in 1980, and
shart-term interest rates are less than one-half their peak 1981
levels.

But the guantitative record alone does not tell the full story.
Four years ago, there was a widespread and growing anxiety about the
economy. Many thought that the nation had entered a condition of
permanent economic decline, and that we would have to live with
permanent double-digit inflation unless we were willing to suffer
massive long-term unemployment.

We did not share this pessimism. It was clear to us that the
nation's economic problems were not the product of the economic
system, but of the onerous influence of government on that system.
The creative potential of the American people; choosing their own
economic futures, was more constrained than helped by the increasingly
heavy hand of government. MNor did we share the negative views that a
reduction of inflation would increase long-term unemployment, that
economic growth, by itself, would increase inflation, and that the
government had to protect a "fragile" market system by regulating oil
prices and interest rates.

The primary economic responsibility of the Federal Government is
not to make choices for people, but to provide an environment in which
people can make their own choices. The performance of the economy in
the past two years under our Program for Economic Recovery fully
justifies our faith in the nation's basic economic health. In 1983
and 1984 the economy generated about 300,000 new jobs per month
wil!li it an increase in inflation. Real gross national product
increased 5.6 percent during 1984, and the unemployment rate declined
from 8.1 percent to 7.1 percent. Inflation was steady at its lowest
level in more than a decade, and most interest rates are now lower
than & year ago. Yet while the U.S. economy grew rapidly in 1984, it
maintains the potential for continued strong growth. The
inventory/sales ratio is low by historical standards, and capacity
utilization rates in most industries are well below prior peak rates.

Economic conditions in 1984 were more favorable than during the
second year of a typical recovery, and we see none of the warning
signs that usually precede the end of an expansion. The temporary
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slowing of economic growth starting in July -- reflecting the
combination of a minor adjustment of consumer spending and inventories
and little growth of the basic money supply -- seems to have ended in

Naovember. These conditions, plus an expectation that the Federal
Reserve System will maintain sufficient money growth, support our
forecast that the present recovery will continue. The thriving
venture capital market is financing a new American revolution of
entreprensurship and technological change. The American economy is
once again the envy of the world.

The Economic Outlook:

For the years 1985 throush 1988, we assume real gross national
product growth of four percent per yvear, slowing slightly in 1989-90.
We know that economic recoveries have not been stable in either
duration or magnitude, in part because monetary and fiscal policies
have often been erratic. We may not be able to eliminate recessions
entirely, but a sustained commitment to policies that promote
long-term growth and stability can reduce their freguency and
severity. Our forecast that the unemployment rate, the inflation
rate, and interest rates will decline gradually in the years ahead
reflects this commitment to sound, sustainable, and predictable
Policies.

* The Task Ahead: A Program for Growth and Opportunity.

Our 1981 Program for Economic Recovery was designed for the long
run with priority attention to the major problems we faced at that .
time. OQur second-term Program for Growth and Opportunity represents a
continuation and expansion of the earlier program, with priority
attention to the major problems we face in 1985 and bevond. Our
objectives -- economic growth, stability of the general price level,
and increased individual economic opportunity -- have not changed.
Federal economic policy will continue to be guided by the four key
elements of the earlier program. Our progress in solving the most
important economic problems we inherited in 1981, however; has allowed
us to refocus our attention on the remaining problems and to shift our
priorities and resources toward their solution.

Several significant problems remain to be addressed. The rate of
growth of federal spending has been substantially reduced from the
rate projected in the budget we inherited in fiscal 1981, but spending
growth continues to ocutpace the economy. Spending too much has left
us with a large budget deficit that must and will be reduced. In our
efforts to reduce the deficit, we must not forget that the cause of
the deficit i1s increased spending and insufficient growth, not
decreased taxes. Federal tax receipts are now almost the same share
of gr "ss national product as in the late 1970s, even after the
substantial reduction in tax rates that we initiated in 1981.

o fAnother economic prgbl?m demanding PEEGlgt@an is unemplovyment and

s effects on the qatlun s workers and families. Despite significant
progress, much remains to be done. More than six million more
Hmer1;ans are now emplnyed thgn in January 1981, but the unemployment
rate is still too high. We will not be satisfied until every American
who wants a Job is employed at a wage that reflects the market value
E;vziiya:a:zrr:;ills. tﬁggther aspect of this problem is that the
i 5 s increa:;n?nsg:ueﬁgnlythlghT :EEPLtE a strong recovery and a
inflation rate has been reduzzg Eass;s a?c?. A!Eaf althuughlthe
during most of our peacetime hi tu ) an#la i L st:l; higher than
satisfied until we h oA e W WALl ot e

@ have totally and permanently wrung inflation out of
ouUr economy .

Wark alaulremaina to be done in the areas of regulatory and

gg;:tigvtﬁglég;;nmjny ;:d:;;itziaulatinns still impose a substantial
g + Wwe need to strengthen the

:mmmitment to a sound monetary policy that never again retards
economic growth, or reaccelerates inflation

Our trade deficit, another area of concern, has been caused in
large part by a strong dollar. Investors around the world have bid up
the dollar as they have become increasingly confident in our economy
That confidence is an asset and not a liability. However, the )
conditions that have led to the trade deficit have increased the
obstacles faced by some important industries. Agriculture, one of our
most productive EIP?Ft sectors, has been harmed by a combination aof




rigid and outdated Federal agricultural policies and subsidized
foreign competition as well as by the strong dollar. GSome of our
import-competing industries, such as steel, have also been hurt by
subsidized foreign competition and the strong dollar. In one respect
the trade deficit is like the budget deficit , both are too large to be
sustained, but there are both beneficial and detrimental ways to
reduce them. Our goal is a system of free and fair trade in goads,
services, and capital. We will work toward this goal through both
bilateral and multilateral agreements.

Economic conditions during the past four years are best
characterized as transitional -- from a period of low productivity
growth to a period of high productivity growth » from a period of high
inflation and interest rates to a period of much lower inflation and
interest rates» from a period of economic "malaise" to a periocd of
economic opportunity. Our task is to consolidate and extend these
gains.

Federal Spending and the Deficit.

The rate of growth of federal spending has been reduced from 14.8
percent in fiscal 1981 to an average rate of 9.1 percent in fiscal
years 1982 through 1985. During this period, however,; current dollar
gross national product has increased at an average rate of 7.4
percent. The continued growth of the federal spending share of gross
national product and lost revenues from the recession are the main
reasons we are now faced with such large federal deficits.

The projected Federal deficits are much too large; and they must be
reduced. As explained in the accompanying report of the council of
economic advisers,y howevery the economic consequences of reducing
these deficits depend critically on how they are reduced. A sustained
reduction of the growth of Federal spending will contribute to
economi~ growth, while an increase in tax rates would constrain

economic growth. Federal spending on many programs is far larger than

neceszary, and far larger than desired by most Hmericavs.

My fiscal 1986 budget proposal will protect the social safety net
and essential programs, such as defense, for gh%ch the Federal
Government has a clear constitutional respmn51b111tyf and will refarm
or eliminate many programs that have proven ineffactlve ar ,
nonessential. With no resort to a tax increases th:albudget will _
reduce the deficit to about four percent of gross national product in
fiscal 1986 and to a steadily lower percentage in future years.
Additional spending reductions will probably be necessary in future
years to achieve a balanced budget by the End_mf the decade.

The problems of excessive spending and deficits are not new. Iﬁ
the absence of fundamental reform they may recur agailn and again 1n
the future. I therefore support two important mgaaureg*—nne to _
authorize the President to veto individual line items 1in cnmprehenslve
spending bills, and another to constrain the federal authority tn
borrow or to increase spending in the absence of broad congressional
support. These structural changes are not substitutes for the hard
fiscal choices that will be necessary in 1985 and bevond, nor for the
need to simplify our tax system to stimulate greatef growth » but they
are important to provide the mechanisms and discipline for longer term
fiscal health. )

The case for a line-item veto should by now be obvious. The
governors of 43 states have used this authority affectiveer and such
suthority has only once been withdrawn, only later to be reinstated.
For over a century, presidents of both parties have requested such
authority. ‘

The proposed constitutional amendment praoviding for a balanced
budget and a tax limitation would constrain the long-run growth of
federal spending and the national debt. In 1982 a proposed amendment
to constrain Federal authority to spend and borrow was agprqved by
more than two-thirds of the Senate and by more than a majority of the
House of Representatives, a balanced budget amendment has also been
endorsed by the legislatures of 32 states. Approval of the Ernnosed
balanced budget/tax limitation amendment would ensure that fiscal
decisions by future presidents and members of Congress are morea
responsive to the broad interests of the Afmerican population.

Federal Taxation.

The Economic Recovery Tax Act of 1981 was one of the most
important accomplishments of my first term. Individual income tax
rates were reduced nearly 25 percent, effective tax rates on the

“jncome from new investment were substantially reduced, and beginning
this year tax brackets are adjusted for inflation.

But more needs to be done. Personal tax rates should be redu;ed
further to encourage stronger sconomic growth which, in itself, is our
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best tool for putting deficits on a steady downward path. Our tax
system needs basic reform. It is extraordinarily complicated, it
leads to substantial economic inefficiency » and it is widely perceived
to be unfair.

At my reguest, the Treasury Department has developed a
comprehensive proposal to simplify and reform the federal tax system,
one that for expected economic conditions would yield about the same
revenues as the present system. This proposal, by substantially
broadening the tax base, would permit a significant further reduction
of marginal tax rates. Shortly, I will be submitting my own proposal
for tax simplification and will urge the Congress to give serious
sustained attention to tax simplification -- in order to enact a
program that will increase fairness and stimulate future savings,
investment, and growth.

Federal Hegulation:

We have made major efforts in the past 4 years to reduce and
eliminate Federal regulation of economic activity. Executive office
review of new regulations was streamlined. ©C0i1l prices were
deregulated by executive authority early in 1981. New legislation was
approved to reduce regulation of banking and to largely eliminate
regulation of interstate bus travel.

Regulatory reform, however, has been painfully slow. The Congress
failed to approve our proposals to further deregulate banking and
natural gas pricesy, and to reform the regulation of private pensions.

In addition, the reauthorization of several major environmental laws .
has been delayed for several years.

I urge the Congress to consider further deregulation efforts in
several areas. The experience with deregulation of oil prices makes |
clear that continued regulation of natural gas prices is not
appropriate. Reform of nuclear licensing requirements also deserves
attention. Further deregulation of the banking system should be paired
with a major reform of the deposit insurance systems. Some changes in
the single-employer pension law and an increased premium are necessanry
to preserve the pension insurance system. We should also seriously
consider 2liminating the remaining Federal regulation of trucking and
railroads. Finallyy I remain hopeful that the Administration and the
Congress can work together to reauthorize the major environmental laws
in a way that serves our common environmental and economic goals.

Monetary Policy !

The Constitution authorizes the Congress "To coin Money (and)
regulate the VYalue thereof," and Congress has delegated this authority
to the Federal Reserve System. The role of the executive branch is
restricted to advising the Congress and the Federal Reserve about the
conduct of monetary policy, and to nominating members of the Board of
Governors as positions become vacant.

During my first term,; the Federal Reserve reduced the rate of money
growth relative to the high rates of the late 1970's. This change in
policy, assisted by the related strong increase in the exchange value
of the dollar, helped produce a substantial reduction of inflation and
market interest rates. On occasion, however, the rate of money growth
has been guite volatile, contributing to instability in interest rates
and a decline in economic activity. The sharp reduction in money
growth through mid-1982, for example, undoubtedly added to the length
and severity of the 1981-1982 recession. And a similar reduction in
money growth in the second half of 1984 contributed to the temporary
slowing of economic growth late in the year.

We reaffirm our support for a sound monetary policy that
contributes to strong, steady economic growth and price stability.
Moreover, we expect to cooperate closely with the Federal Reserve in
defining and carrying out a prudent and predictable monetary policy.

Conclusion .

The Federal Government has only a few impartant economic
responsibilities. Given a proper conduct of these impartant roles,
additional Federal intervention is more often a part of the problem
than a part of the solution. We should continue to reduce the many

less-important economic activities of the Federal Government so that
individuals, private institutions, and state and local governments

will Fave more resources and more freedom to pursue their own
interasts. Good stewardship of our constitutional responsibilities
and the creative energies of the American people will ensure a future
of continued economic garowth and opportunity.

(End Text)

(Preceding Material for release at 1700 GMT February 5)
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U.S. BUDGET AT A GLANCE (1090)

Washington -- Following are some of the highlights from the budget
proposals President Reagan sent to the U.S. Congress February 4,
covering the fiscal year ending September 30, 1984"

BUDGET TOTALS:

-=- Estimated total outlays: 973,700 million dollars,

-— Estimated total receipts: 793,700 million dollars.

-- Deficit: 180,000 million dollars.

CHANGES FROM CURRENT FISCAL YEAR (ENDING SEPTEMBER 30):

== Qutlays would be up 1.5 percent. Since this is less than the .
anticipated rate of inflation, U.S5. government spending would decline
in real terms.

-- The total of all government outlays other than debt service
would be frozen at the 1585 level.

-= Receipts would be up 7.7 percent.

-=- The deficit would be reduced by 42,200 million dollars, or 19
percent.

-- Total budget authority reguested (mostly appropriations) is
1,059,983 million dollars, 0.5 percent less than 1985 budget
authority. The appropriations requests include authority to commits
funds for payment in future vears, and thus affect outlays in future
years as well as in the yvear of the proposed budget.

== Tax legislation to be proposed by the Reagan administration will
be essentially "revenue neutral.”

MAJOR SOURCES OF SAVINGS:

-=- A five percent cut in pay for civilian government emplovees.
Also, these employees will not get a cost-of-living pay raise in 1984,

-=- Reductions in cost-of-living adqutmenta for some other
Programs. .

-= A ten-percent cut in administrative expenses for many programs.

-= A one-year freeze or selective cuts for many non-defense
programs.

MAJOR SPENDIMNG IMCREASES®

-— Defense outlays would increase 12.46 percent to 285,700 million
dollars. Total budget authority for national defense would increase
by 10.1 percent to 322,205 million. After allowing for anticipated
inflation, this would be a 5.9 percent increase in real terms over
1985 budget authority. The money requested for defense is 8,900
million dollars less than was proposed in the Mid-Session Review of
the 1985 Budget a short while before presentation of the 1984 budget
proposals.

-- Debt service costs are esxpected to increase 9.7 percent to
169,700 million dollars

-- Losts of the Social Security (social insurance) program are
expected to rise by 5.9 percent to 199,800 million dollars. The
Reagan administration proposes no changes in benefits or in the
cost-of-living adjustments under this program.

-= The increases in outlays for defense, social security, and debt
service add up to about 58,000 million dollars.

MAJOR PROGRAM REDUCTIOMNS=

== A one-year fresze on cost-of-living adjustments under some
"entitlements" programs (such as pensions for government retirees) and
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reforms in selected entitlement programs will -- if the Congress ;
enacts the Reagan proposals -- save 13,900 million dollars from what &
these programs would cost in the absence of any policy change.

Outiays for entitlements programs other than Social Security would
decline by 2.0 percent to 224,500 million dollars.

-- Proposed cuts in discretionary programs {which exclude defenses
spcial securityy other =ntitlements programs, and debt service) would
reduce outlays 21,200 million dollars below what would be required in
the absence of the Federal pay cut and other policy changes. OQOutlays
for these discretionary programs would decline by 14.7 percent, to
167,100 million dollars.

-— The Reagan administration adds together the 13,900
millign-dollar cut in entitlements programs, the cuts in discretionary
programs, the B,%00 millian-dollar reduction from previous defense
spending plans, and certain savings in debt service costs and
improvements in receipts which it calculates will result from
proposed policy changes, and comes up with a total deficit-reduction
effort of 50,800 million dollars.

-- The Reagan proposals would continue to have effects in future
years, reducing spending by 105,000 million dollars 1in 1988 and
bringing the projected deficit for that year down to 144,000 million.

EEDERAL FINANCES RELATIVE TO GMNPY

-- Total 1986 outlays are estimated at 23.2 percent of the U.S.
gross national output (GNP), down from 24.8 percent in 1985, From
1967 through 1980 Federal aovernment outlays as a percentage of the
economy's total output ranged from a low of 192.5 percent (1974) to
22.9 percent (1980).

-- The budget deficit as a percentage of GNP would decline in 1986
to 4.3 percent, down from 5.4 percent in 1985 and a peak of &.1
percent in 1983.

-— The amount of Federal government debt held by the public would
continue to increase, reaching 40 .2 percent of GNP 1n 19864. From 1947
through 1980, this ratio ranged from 25.1 percent (1974) to 35.0
percent (17&8).

SOME SPECIFIC PROGRAM REDUCTIONS:

~-— Farm price supports: The Reagan administration is proposing to
lower target prices for farm products, phase out production controls,
and make other reforms. Savings in aovernment outlays are estimated
at 2,000 million dollars 1in fiscal 1984 and 14,100 million over the
next three years (19B4-88).

—— Aid to local governments: President Reagan proposes to end the
Federal government's "general revenus sharing" support to local
governments. The current cost of the program® 4,600 million dollars a

year.

—— Mas= Transit: Proposed cuts in Federal aid for such projects
would save 4,200 million over the next three years.

-- Housing: The Reagan administration proposes a two-year
moratorium on funding for subsidized housing. Total savings from
housing policy changes would be 1,300 million dollars 1in 19846 and
5,200 million over three years.

-- Strategic Petroleum Reserve: Aan "indefinite moratorium" on the
buildup of the reserve 1= proposed for the end of 1985, when it will

reach 489 million barrels -- short of the original goal of 750 million
barrels. The moratorium "will be reassessed as warranted if fiscal
and oil market conditions change." Savings in outlays® 5,200 million

dnllaﬁg over the next thres years.

== Direct Loan Programs: & number of su

_ : Dar ns 3 ch programs would be
includlng Euhﬁldlzad_agﬂlcultural credity, Export-Import Bank dirzngd'
oans, and Small Business Administration direct loans. BSavings in

outlays: 4,200 milli - ol
piaait/ iy ' llion in 198&, 27,800 million over a three-year

SPECIFIC PROGRAM INMCREASES:
-~ Only two items are included in a ' 1
. required list of "L i 1
Frnpusals :Er Major MNew and Exipanded Programs." They are? S
== Hazardous Waste Cleanup; The Reagan admini ion wi
. ; istration will submi
éeg1slat1nn to "greatly expand" the effort to clean up hazardous wa;:E
Dﬂgf:;ﬁabpr?ggam ialled "Superfund." It 1s expected to increase
¥ million dol 5 ] ' 1
AR R lars in fiscal 19846 and 800 million over the
-- Compact of Free Association: Funds needed j
. on § to implement the
:Tnpnsadlcumpact between the United States and the Federated States of
icronesia and the Marshall Islands are estimated at 299 million
dqllqrﬁ in 1986 and 593 million over the next three years.

C
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(In the SUMMARY TABLE FOR PROPOSED U.S5. BUDGET -- SBF704 of
February 3 -- some figures got out of proper alignment.
Following is a corrected version of the table.)

SLMMARY TABLE FOR PROPOSED U.S. BUDGET (220
iStatistical table from 1984 budast proposals)

Washington -- Following is a summary of fiscal vear 1985-8& budget
outlays by function, as proposed by President Reagan in his budget
request to Congress February 4! .

Budget Outlay=s by Function, Estimate, 198G-84
(In 1,000 millions of dollars)

1985 1984
National defense...cuvess . 253 .8 285.7
International affailr8..ccnssasnnsnnssnna 19.46 ig.3
General science, space and

A T L IO e o e b s S o 8.7 B3
T Y vt in ek e e T T T e 8.2 4.7
Matural resources and environ-

BTy e e A L i e 13.0 11.%
] e e U B 1 e e Y A e e e A e T 20.0 12.6
Commerce and housing credit. . s eesnesss &.0 Eee
0 i et =] e o R oy R e g sl A S0 G e 25.9
Community and regional

(= s S o e e e 8.4 7«3
Education, training, emplay-

ment; and social scienteS.censasnnss 30.4 22.3 . ‘
I e D e o o oy g, s T i i R H34.9 34.9
Social Security and medicCarE..cccsvseess 674 269 .4
Income SECUrIEY v s e eiee s as L B (e T 115.8
Veterans benefits and servicCeS. c.eeax.- 26.9 eb&.8
Administration of JUusStiCE s s esscn v osnes &.7 L.k
General government: e ss sn es s ons o e B 4.8
General purpose fiscal assist-

S g = SNl AR S O A S I e e L.& 2.8
It et e e e i e R 130.4 i42.5
Allowances. s csssnsns AT IR Wl v P G [ -
Undistributed offsetting receipts...-.. ~3s.3 -37.5

TOTAL BUDGET OUTLAYS. s s T o 973.7

(Preceding material for release at 1830 GMT February 4)

United States Information Service
. Tel Aviv, 71 Hayarkon Street, 63903 Tel, 654338 ext. 204
Jerusalem, 19 Keren Hayesod Street, 34188 Tel, 222376
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. QUEST1ON: ~JEnusALEﬁrs MAYOR CALLED ON THE UN1TED STATES |
GOVERNMENT TOQ MOVE |
(75 EMBASSY FROM TEL AVIV TO JERUSALEM AND HE SAID THAT THE REASON
'Egﬁlug THE EMBASSY WAS THAT THE, ‘UNATED STATES WAS uHuER THE PRESSHRE 2
'EizﬁggotﬁigsJ WHAT 1S THE STATE. DEP#RTHEHT HEluTIOH OR COMMENT " ON ;
STATEMENTS? : % i
‘R, KALBr 1 HAVE quurua ON THAT. e %
auESTnnui,_nu YOU HAVE ANY GUIDANCE ON LEBANDH? Y E %
. MR. KALB: IN WHAT PARTICULAR AREA? | i
QUESTION:  THE ISRAELY ¥ITHDRAWAL FROM THE SOUTH? &

‘MR, KALBt- LET HE SAY THtS. 2
17$ tnucsnn e S THE u. 3 HAS HEFE#TEﬁLT Expnisszn

2% Lo e = “"'“'#v-—u—u_;m_w-.L,__.., Ly ki
el ' ) : . Z“z Sy . 1
 ABOUT THE ?uTEﬁrinL FOR CﬂHHUHhL v 10LENCE, - INCLUDTNG: anTi-PnEtsxxxtnu

VIOLENCE,
IHQTHE WAKE O-F AN tSRAEL! ilTHDRh‘JhL FRQH EDUTHEHN LEBANON. “WE URGE

THOSE
n=g§DHStBLE TO ENSURE THAT APPROPR1ATE | MEASURES ARE TAKEN TO PROVIDE

F HE :
5225?1 OF ALL OF THE tl?ILIhHS IN THE AREAS OF auuTH LESANON HHlCH

- -  tSRAELN

¥ FnﬁcE ARE SEHEDULED Tn vnchTE. THE UNITED SThTES HAS FULLY

. SUPPORTED THE
... NAQUORA PROCESS AS I. MEANS ﬂF IJI'.\'ELDFIHG SECURlTT hRHhHG:HEHTE hEEHED

= TQ PROVIDE |
: FDR nu EARLY W1 THDRAWAL AND TO AVO1D FURTHER HUMAN TRAGEDY. ON THE -

GROUND, WE

ARE Paﬁvtntua FiNANCIAL SUPPORT TO THE 1uT£nnuT|nunL RESCUE . -

.. COMMITTEE
S5 CSheATRASED () CLINIG, WHICH (0 ENGAGED 1N PROVIDING 3ASIC. HEALTH

SERV! T
RVICES TO L_'I-'ﬂ s .l

%}fﬁh A 0 M AA ‘YA @Q&n QTWA T;A URAY A en U
9 S AN\ \ (

\H >

e e e e e S 4.8 L
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MEEDY PALESTINTANS AND LEBANESE tN THE AREA. HE ALSO PROVIDE .
SUSSTANT 1 AL

g#P;ﬂﬂT TO UNRWA, HH!CH PLAYS A MAJOR ROLE WITH HEG&RD TO THE WELFARE
HE

RESIDEHTS OF THE P#LESTIHtﬁH CEHFS IN EDUTHERH LEBANON.

QUEST1ON: BERWIE, HAVE TGU RECEI?ED ANY' _REQUEST FHDH THE
LEBANESE
EﬂﬂEHHHEHT FOR AN INCREASE 1IN THE EEDMDHIC lSEISTAHCE TO LEE#HGH?

MR. KALBs | HAVE unrmua ON THAT.: - -. '
. QUEST10N: BERNIE EQIHG BACK TO YOUR ST&TEHEHT DO- YOU HAVE- wr

 INDICATION, BECAUSE YOU JUST SAIB, "INCLUDING AWT{I-PALESTINIAN
_ VAOLEWCE,"'DO YOU

- HAVE lHT 1HDIC#TIOH O - THE GROUHH TH&T THERE ARE SOME PL#HS FOR

_cnsuu.nzs T0 ns.esn-uuus m THE REFUGEE cmps THERE OR == °.

INFLACT

“H- thB‘ HU.- - ; 3 . : . = i . .

. QUEST!ON: WHY YOU ARE NOW MAKING SPECIFIC == ™INCLUDING -
AUT |~PALESTINIAN - '

VIOLENCE?" - . = . 0

MR. KALB: . B:ChUSr. THE UNITED STATES FEELS THAT THIS IS WHAT
MUST BE SALD

AT _THIS PART1CULAR T!HE. t HAVE HUTHIHG TO AMPLIFY OR TO PRD?IDE lHT

ADDITIONAL .
iETnlLs TH#T nﬂnﬁﬁss THE QuESTtDH THLT¢YDU‘HE Asuruu.

2 QEEST!DH. BUT TDU USED THE PHRASE "TU URGE THOSE HESFQHS!BLE "
WHO AR

"THOSE HESFOHSIELE ™ AND DO. TDU lHELUDE THE LEEAHEEE EO?ERHHEHT AHDHG'

THEM? .
MR. KALBt THE HATTER HF THESE HHD ARE RESPDNEIBLE T0 EHSUH: THE

 SAFETY OF

THE PEQPLE THEHE 1§ ﬂE?1DH5. hHD You' LL Hl?E TO DRAW TQUR DHH
HAZETTEER.

£ g . e e

e
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QUEST1ON: BACK TO LEBANON, IF ¢ MAY. 1S THE UNITED ST T
e . Y. 'S THE UNITED STATES STILL

2=3

EEHI:E $aﬂ: AGREEMENT THAT WAS REACHED THROUGH AMBASSADOR HA31S

SUMMER OF 1982 CONCERNING THE SAFETY OF T T '
LESARONT - . S HE PALESTINTAN C‘I‘HLIMES IN

MR. KALB: 1| WAVE NOTHING ON THAT A K WE
UP PERHAPS. _ G { KD | THIHK WE CAN FULLDH.THhT

¥ THE PRESS OFF 1CE.~ ' .

- ° "QUESTIONs 1 WANT Tu GO nncn Tn LEBANON. YOU SAID THAT THE
PRESS OFF1CE
- WiLL HELP LBDuT MY COLLEAGUE'S ﬁuESHUH ABOUT THF SUMAMER OF '82
AGREEMENT WIT
PE&E‘E&E HlBtB. CAN YOU ALSO LOOK lHTu THE MATTER IF THIS HLE Tﬁis
A NT
THAT :Ea S1GNED 1IN THE SUMMER OF '82, WAS A TEMPORARY OR A PERMANENT
AGREE
WHCH uu.l. PREVAIL ON THE REFUGEES, PALESTINIAN REFUGEES IN LEamnn.
4S5 LONG
. THEY lRE NE.HF.? : g

: ‘ 3-2.
MR, KALBs | THINK | CAN TAKE A LOOK AT THAT, SURE.

e

nuEsfrnu: TGU'RE WARNING ABOUT THAT, WHAT WiLL HAPPEN IR .

. LEBANON AFTER T
WITHDRAWAL . UES THAT MEAW THAT WAY3E THE PRO-1SRAEL! MILITIA wWiLL

MAVE SOME\N SOUTH LEBAUON, AGAINST THE PALESTINIANS? S
MR. KALB: 1- DIDN'T ALLUDE TO-ANYTHING LIKE THAT. YOU MAY DRAW

.?ﬂ$EHPHEThT10ﬁ YOU WANT. |- D1D NOT SAY THAT. YOU' RE WELCOME 7O YOUR

*?u¥5n9351111ou; t WiLL STACK- WiTd PRECISELY HHAT | HAVE HERE THAT

W NO
MEASURE I1NDICATES WHAT YOU ARE SAYING.
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SECRAETARY OF THE ARMY o 3
WASHINGTON i sy ’

1 February 1985

Honorable Barry Goldwater |
Chairman

Committee on Armed Services . ‘
United Statea Sanate

washington, D, C., 20510

Dear Mr. Chairmanzy

| The FY 1985 Authorization Act directed the Army
: not later than February 1, 1985, to select a contractor
: for the supply of 120mm mortars necessary to meet the
requirements of the Army. Recognizing the importance
¥ of equipping our soldiers as early as possible with
this new capability, the Army has endeavored to maeet
this date,

Upon the advice of the Army General Counsel, I
will not select a contractor Ffor the supply of 120mm
mortars by February 1, 1985. The decislon to postpone
galection of a contractor ls based upon my concerns
about the methodology used to survey possible centrac-
tors and the validity of the performance requirements .
for the system.

I nave directed that the details of ocur require-
ments document be given a comprehensive reexaminatiom
and that our acquisition methodology be reviewed to
assure its appropriateness. Upon completion of these
two actions, which we will execute as expeditiously as
is prudent, the Army will make its decision. The Army
will keap your committee informed and I will notify you .

- of the final decision.

Sincerely,

gﬁ%m/ -

ﬁ\ﬂ. Marsh, Jr.

/2




LI E-L 1Y

ARARY SOLDWATEM }3“'_ iy,

uM - P

Eaak= S Lo M=

A ulD ERYRCER »
T TR, VAR LR, e
R LIY I L1 b

™ ™ -
’:‘Jtntfﬂb a-:ﬂ'fﬂ-{i’s .:Dc.‘ﬂaiﬂ Fracs (i ang Total ul M sis Fusges
AR Db AR COMMERCE SCIEMEE, Al Tl drga Ta e

vy - 62 N

A
S e I, Tt iy, ol Dl -
T T ] ]

January 28, 1985

The Honorable John O. Marsh, Jr.

Secretary of the Army
washingren, D. C. 20310 ° .

Dear Mr. Secrerary!

The purpose of this latter is to raise the issue of the acquisition
srratsgy for the 120 millimeter mortar.  Section 101(e) of the Fiscal
Year 1985 Department of Defense Authorization Act required the Army to
select a contractor for this mortar not later than February 1, 1985.

nespite this sense of Congress expressed in last year's bill that an

exisTing martar system Be selected, theres was clearly no intent to

stifie competition or to accelerate the acquisition process to the point

wicre adequate testing was not possible. We expect the Army's acquisition
strategy tu provide for competition and adequate tasting. We understand

snat such an acquisition strategy will cause the Army to miss the

Pebeyary 1, 1985, target date set by Section 101(e) of the FY 335 Authorization
fev. e have no ohiection to missing the date of February 1285 to

wisure a Full and open competition and sufficient testing.

Pleass provide the Committee with your acquisition plan for the 120 £
illimeter mortar 4s soon as pessible and please commmicate with us
serscnally on any changes to that plan.

cerely,

3
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5 1 e




e A

e = et MArTar

a'm
—

v T R L

...‘.ﬁ»ﬁ....'nnﬁ ANND | N P l “;m
._&x_?.".'\........nlfrl _ t
83 Fsb4, }1po.ae1y V'IRA | | .24 !

yaa ‘e %
__-______._—__—-—-'—

ahan e A7 ,'7'2200

.-o-""r"-.

xigyn,nvyp ,ANaDA 17N

a-"‘,.-“: =y1 ‘lill-n! 1111

NEWS SUMMARY - MONDAY - 4, 1985
EDITORIALS
###PHIL. INQUIRER-2/4-"Freezing Mideast Arms Sales" Reagan has decided to freeze

new arms sales to the Middle East pending a comprehensive review of US secu-
rity interests and strategy in the area. It took the Reagan administration four
years to undertake an in-depth study of the defense needs pof Israel and Arab
arms clients in an arca that has undergone strategic change, The White House
ordeted the atudy to find a formula that accommodates Israel and Saudi Arabia
and can sell in Congress. Changes in the Middle East during the Reagan and
Carter adminigtrations have had an immense effect in US and Israeli interests
and have borne heavily vn moderate Arabs who are the key to Washington's, and
Israel's, hopes for lasting security in the region. Postponing the sale risks
infuriating King Fahd, and the long-range effect of such a study may not go
down well in Jerusalem. But the future sale of weapons systems to Israel or

any Arab nation must reflect a genuine foreign policy based on he conditions
that exist in the Middle East today. ]

THE PRESS REPORTS

Israel Pledges Protection:Safety Is Sought For All On West Bank

WASH, POST-Walsh-Israel's Cabinet, reaponding to demands by Jewish settlers
for tougher security measures in the West Bank, suid today there will be "no

compromise” in efforts to protect both Jewish and Arab residents of rhe Israeli
occupied territory.
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Auschwire Survivors Meet, Call for Mengele's Capture

=
T

WASH. POST-(Reuter)-In Jerusalem, Jews who survived experimenta conducted by

;_ Nazi death camp doctor Josef Mengele appealed today for his capture. More than

= 100 of about 1,500 twins and dwarfs experimented on by Mengele are scheduled

'&'-" to restify at a three-day mock trial here Monday, Today they joined other camp

mi - survivors in dedicating a monument to Auschwitsz,

?1- o

=t Why US Put Mideast Arms On Hold

;E}-' ' Beecher-The reason for putting major new arms to the Mideast on

e hold was to avoid a bitter scrap in Congress that might have undermine support

s for seme foreign and domestic policy issues the Administration regards as more
- C ; Salany ——
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News Summary February 4, 1985 -’
Shamir's Position Weakened

HSJ-Rosgwice-Shamir is losing ground. This could, in the long rum,

e otef Peres's ability to make nmew moves on the Arah-Israell peace ¥
front, possibly after forming a new government without Likud. Peares
is in a position to win undiluted leadexrship {f something disrupts
the fraghle coalition. The Vest Bank issue could be the one to
break-up the gov't. Feres eegularly outshines Shamir, even his owm
party is giving him problems, Even before the decision was made to
withdraw from Lebanon, Peres's popularily rose steadily, ‘'laariv found
last month that 42.4% of those polled thought Peres was best suited for
the job of PI, compared to 8.6% for Shamir and 4.7 for Sharom.

Rabin on French Offer

ND-combined-Rabin said in an interview {n Mew York and in an article
i&m vediot Ahronot, that France has offered to send about
000 soldiers into south Lebanon to promote an orderly transfer of
power as Israeli troops withdraw. He said that such a move depanded
on Syria's giving Lebanon permission to ask for such peacskeepers.

Settlers Block West Bank Roads

NYT-special-Jewish settlers blocked main roads in the occupied West Ba
Tor Surs in protest at Arah attacks on Israeli wehicles and the
Covernment's policy towards the attackers. One Israeli was killed
and two were wounded in attacks last week,

7 Women Arrested in _:_"_Entnt Outside Soviet Mission

Dy-Ganti{le~7 women were arrested for disorderly conduct outside the

Soviet Mission to the UN during a protest against Soviet maltreatment
of Jews. (see ND-AT)

Auschwitz Survivors Meet in Jerusalem

ND-AP-Survivors of exporiments conducted by llengele met to recount the
Tortures and to call for Mengele's capture and trial.
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Egypt Cuts 04il Prices

wsJ-Ibrahim-In the first ripple effect of the price cut adopted by

OFEC] Effﬁf lowered the price of its main export crude by 50 cents

a barrel, Egypt isn't a member of OPEC. It's oil minister called

OPEC deliberations a "waste of time," Other non-OPEC producers are
also expected to lower their prices. (see NYT)

Libya To Free Britons

NYT-special-Four Britons detained in Lih;; since last spring will
Pe released on "humanitarian" grounds. ey were detained after
Britain cut off relations with Libya after a Constable was slain,

Saudi Investor ‘to Buy Oil Company

W8J-Burrough-Valero Energy Corp said a Saudi investor agreed to buy
2% much 88 33.37 of the compeny’s stock for $100 million, but the
money is conditioned upon Valaro finding a new su gly of low cost
oil for its plauged refinery, Akrnm.nj?lh cuntrﬁt s a Luxembourg
based holding company that is willing to buy the stock.
looked favorably om the deal,

Letters

DN-How can the US give away $5 billion to Israel when people are
starving, ‘homeless and poor in.she US?

ND-Richard Golstein, an attorney for Sharon takes issue
editorial on the € Sharon has every reason to be

Ttial.
ride was never the issue, truth was.
oud and clear,

with News Day'
roud, but

ND-Writer states that Israel's rescue of the Ethiopians warmed the

. He wonders why Arahs can't emulate Israel in doing the same
for the Palestinians.
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. Within three ths, we brought the
now, [ prefor offensive methods. We'll ses mon! in-
}muhﬁi’iudu.mhuinpmum, Bation down from 23% a month to 3.7%

we'll bomb them, we'll shell them. 1f ther=

in o with tH area from which they

§
?
§.
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and Tsrasl]l I'm not saying the Soviets
would not have given the Syrians these
“‘mln!"l!'.hllhdhﬂitmui

ve taken Lham an additional five or ten

1 believe tha efforts
ling our cconomic problems and
making a good beginning We're with the support of othert. | §
solving the problem in Lebanon m’“"‘:m
We're warming up our relalions . w”-ﬁmm |
with Egypt. {Until those goals are mmhrmmmmd‘
achieved] it will be almost impossa- II‘!Iq'I.-ﬂ-'mrmlhﬂI\_ ..|
hle fror anprme in hnog shout & new in Sudan. o ¥ |
peace initiative, The problem for them except Larsel!

4 loss of Arab financial aid Without

dis stop being afraid of their own

Iarmel is in relatively good shape. |
pt, in my opinion. is out of the cycle of |
ﬂqup}nmm[intmmrw], {
80 there is a relaxation on our eastern |

Jordan will not do what [Egyplian
President Anwar] Sadat did—face |
jon, boycotl, banning and |

a rea) realignment within the Arab ARY 11, 1985
world, and especially until the Say- TIME, FEBRUARY 11

ghadows, I can't see a siuation in
which Jordan will risk joining the

~ K§E§¥“ fﬁﬂﬁwq'“\

peacs Peacc cannot be imposed.
We cannot impose it on the Arabs. The
Arabs cannot impose il on us. And, with
all due respect, even the superpowers can-
not impose peace. Peace is something that
must derive from the will of those who are |
woday fighting sach other,
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D¥-Auletta "A love Feast for a Disaffected Liberal®” Podhoretz is a man who pecple

Tove to hate. He is disliked for, amng other things, feverently advancing Israel
as a "religion” so that he is blind to the Palestinians as a pecple.

Press Feports
West Bank-Tsrasli Econamy {

NYT-p. I-Friedman (photo of Abir Yaacow) Israel's econamic recession seems to be doing
Mmmviaumﬂpnuﬂmlmmmmﬂhmm:slmingﬂugmh
of Jewish settlements in the West Bank. For example, Abir Yaacov was started with 30 |
families living in tents, now there are only four families in trailers and four soldiers
guarding the place arcund the clock. The money to make the plee attractive is not

available and it is not clear when any will be. A new debate has bequn in Israel based
less on the biblical or political justifications of the settlements but on the econamy .
The 35,000 settlers in their 122 settlements are worried that they haven't "created

really is no need for new housing on the West Bank for Jews. But, Benvenisti states
Can

stopped and started at will. |
raeli econamy is tied up with the {

8

the
mxmummﬂummﬂfpuemmmmammh
‘ost Bank. Military sources say that there were incidents of stone throwing and fire-

bamb attacke on "residents of the area." On Thursday, Jewish activists threatened to

® vigilante action throughout the West Bank unless security forces cracked down on
attacks towards settlers.

Foreign Ministry. Shamir see's Byypt's insistence on the return of Taba as a symbol
pf  Arab demands for territorial "concessions" in exchange for what he views as a oold

peace and empty embassies. Shamir is now taking a firm stand on Taba since he lost |
fig:tfmmtﬂﬂﬂrmntmmmmﬂmmﬂmismmmgm
. pm_:tyluﬂerahip. mtmﬂﬂmnth,mre:mtnviwmﬂmmtmiw |

If Bgypt is using Taba as an excuse to chill relations with Israsl
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he see's no reason for fighting with Shamir. However, if Taba is just a small
blummmﬁthw.mmbeumﬂmtmnesaimmbein
order. There ie cbvious conflict in the coalition. It was the Prime Minsiter's
office and Nimrod Novi » against the Foreign Ministry last week. Soon, Netanyahu
gave "ultra Hawkish" interview in the NY Post. His remarks about the West Bank

nhlthuwumlmhrﬁememkilladparmumdmildrmmdsmﬂadﬂu

gue, there are about 400 Jews in Irag. Most are old. Jews are allowed to

army. Hussein is feared. Yet, under his leadership, Irag has changed into
VE g + Waman are among the most emancipated in the Arab world. Irag'

Ve J country.
ilitary strategy is made behind the Presidential Palace walls. Iraq continues to
hugentnﬁmiluufmnta;ﬂmﬂmguinatleaatthreahewﬂy protectad

- Eoconamic hardshipe for the public have begqun. American officials are
hlimtnimmstinlraqnw...hafmthehnnmnmismr. Irag

search for peaca.

: schools, factories, offices, every -:ne In school, children learn that:

Torture is used extensively to deal with military or political opponents.
FeW Jews reamin in Irag, According to the administrator of Baghdad's last fimctioning

their religion but aren't allowed to hold jobs in state enterprises ar join |
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Emmctmmmamnhmmimmdulwﬂhnmuf
major crises, any cne of which could bring it down. Most pressing was the withdrawal

News
this
rabbi .

with the falling prices. Developing econamies of Africa, Asia and

Far East and the industrialized econamies of the US, Japan and Westarn Eurcpe

welcane the falling prices, But the high cost of the dollar has been souring

things for most of the consumer countries. Europe and Japan are paying more than

ever for oil due to the US dollar. A large fall in OPEC prices could sericusly
re

mwmnmymﬂmm. 0il producers in and out of OPEC
are not
the

t On Nazis in Austria

%%“nﬂemt Welcam" The Deferﬁe Minister of Austria now says he regrets
given to the Nazi Walter Reder. Well he should. It was a moral affront.

]
h i

Rabbi to be Accredited? *

|

a bock is an advance in recent literature that describes one's return to

§YT-Mayar reviews "Picneer Jews: A New Life in the Far West" by Harriet and Fred Rochlin.
mufﬂuammﬂmmmumu.wﬂmﬂmummmmwmi
centrated in the thousands in San Francisico and scattered all over in small

&
g
g

oil exports, such as Mexico. ‘

(4

ine—Caldwell "Is Thare Mazal Tov in Her Future?” Amy Eilberg will
she will became the first full fledged accredited Conservative

reviews "The Gate Behind the Wall: A Pilgrimage to Jerusalem" by Samuel

The book is an "illustratwue social history." Anecdotes about the
towns abound. For example, a Jewish doctor named Mark Levy fought at the
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Cartoons
NY'T--~ (San Diego Union) An Israeli police car in Lebanon, on blocks with no
and Lebanese men taking the doors, ect...One police man says to the other
"Hey, Whaddya say we pull out of here...I mean now that we've restored law and order...
IN-Righy-Two Arabs stand naked (except for keffiyahs) with barrels around them.
One says "You remember the good old days, Achmed, when a barrel was a barrel?”
‘
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HNEWS SUMMARY

Sunday, Feb. 3, 1985

PRESS RELEASES

AROUND THE WORLD

20 Palearinians Arrested

Wagh, Post, Wire Serv:Israel security forces swept into the Dheishe refugee camp

and arrested at least 20 Palestinians as part of an operation to control violence in

the occupied West Bank, military sources said,

AT e g
(]

Ved

The predawn crackdown followed attacks on Israelis in the West Bank. Une lsraell

E"": © died of Lurns suffered in a {irebomb aAttack, and two IBrselis were woundod when

~7 & gunman cpened fire on a bus near Bethlehem on Wedneaday,,

- Neither attack was blamed on Dheishe residents, but afcer the bus attack, Jewish
settlers sccused the government of being soft on Palestinian extremlsrs and

threatened to police the West Bank themselves,

Egypt Returns to Islamic Bank

Wash. Poer, Wire Serv:ERypt was readmitted to the Islamic Development Bank six

T

T
: LI 8 _|.:‘. =
¥ s LT

A1

TR L
e, K

years after being expelled for signing the Camp David accords with Israel,

e

Spokesman Abdur Rehman Haris made the anncuncement at a news conference after the

-5

firet day of an annual meeting of the bank's board of directors.
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EDITORLALS / COLUMNS

Wagh. Post

Mideast Arms Pause

The Reagan administration's quiet decision to suspend all new arms deliveries

to Israel and the moderate Arab states, pending a policy review, is the best tining
the United States has done in the area since Camp David, ... Something like

Mr. Reagan's peace plan of 1982 needs to be carefully revived. The momeut is

not the best, but then, the moment is never the best, The United States' Arab

friende will help some., Lsracl has, for a while at least, a prime miniscer whe

balieves in compromise with Jordan.

The Administration's ncw arms pause may turn out to be Jusr a tactical gesture,
meant or used to reduce diplomatic tension for a few moncths, If thar is so, the
world will go on, which means, in the MIddle East, more tension, uncertainty,

expense, suffering and danger-the area's familiar wasting disease,

PRESS RELEASES CON'T:

Israel Pulls Back Without Backing Down
Chic, Tribune,Broder:The Israeli military pullback from southern Lebanon will

create a large free-fire zone beyond Israel's northern fromntier where any threac
to the Jewish state will provoke preventive attacks, according to Israeli and
Western military analysts.

The analysts saild the redeployment of Israelil forces along the nmerthera border
signals a return to mobile, aggressive tactics that Israel used before its
involvement in Lebanon and suggests an admission of the limits of a defense strategy

based on occupation, The shift in emphasis also is expected to affect the army's

St_ﬂd.t'(-’_%;:_t- ;‘:}DL{ELI.I-E_. I;J._-{_.L" ﬂa LSM&.E.E- Lrt"ﬁ'L-"\ . -{J‘C'I'I.C’«.efl_"-:_
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SAT., FEB. 2, 1985

PRESS RELEASES

Israeld Dies After West Bank Firebombing

Wash, Post, AP:an Israell civilian died of wounds from a firebomb attack by
Palestinlans on his pickup truck in the occupiled West Bank, a hompital spokesman
said today.
It was the first Israeli civlilian death from attacks on West Bank roade ir two .

years and came during and upsurge in assaults by Palestinians, a military source said.

Bomb at Mosgue kille 10, Hurts 60 In Lebanese City

Bash. Post, Wire Serv:A bomb-laden car exploded outside a crowded, newly built

moaque in Tripoli yesterday. In Sidon, militiamen armed with machine guns attacked
& position of the lsracli-backed Scuth Lebanon Army as lsrael thinned our its

forces in the ares in preperation for its pullback,

Mash. Post, Sawvyer:Syrian Azhassador Rajik Jouejatl, in a joint news conference

yesterday at his embassy here with the Rev. Jesse L, Jackson, tcld reporters

that Syria has been doing "all it could" to find out who fa holding five Americans

= ' captive in Lebanon and to press for their release. "The results so far are neg-
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ative, that is, there are no results, But we are not despairing." Jousjati maid,

FOR THE RECCRD

Wash., Post, Wire Serv:Austria'e ruling coalition defeated a no-confidence motion

againat Defense Minister Friedhelm Frischenschlager, who provoked a turmoil by

meeting Walter Reder, a freed Nazi war criminal, lasr week.
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THE WHITE HOUSE
WASHINGTON

January 28, 1985

Dear Ambassador George:

I strongly endorse the worthy objectives of the
Sadat Peace Foundation, and- look forward to learn
of your progress. Cooperative efforts in re-
search, education, health care and other social
policies that transcend partisan politics in a
particular country, will encourage the creation Bf
new constituencies favoring peace and cooperation,
It is no wonder that your foundation has attracted
prominent statesmen and distinguished Middle East

experts who can help move the peace process
forward.

I also applaud your emphasis of using the private
sector. Private initiatives that join Egypt and

Israel, and eventually other Middle East nations,
in cooperative economic endeavors will contribute
to greater prosperity and hope for the future.

You have my enthusiastic support. With warm
personal regards and best wishes for the founda-
tion's success.

Sincerely,

CTT .

Honorable James George

Staff President

Sadat Peace Foundation, Inc.
145 East 74th Street, Suite 1C
New York, New York 10021
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WEST COAST OFFICE: HEAD OFFICE:

18588 CENTURY FARK EAST 14% EAST 7a4r &GTREET
SUITE 1O SUITE 1C

LOS ANGELES. CALIFORNIA 80067 NEW YORK, NEW YORK 10021

(213} S36-3000 (@21 737011

Direct line: (201). 852.9171
January 24, 1985.
Dr. Henry K. Kisainger
c/o Ms Chris Vieck
1800 K Street N.W. #1021
Washington, D.C. 20006.

Dear Dr. Kissinger,

President Carter cited similar reasons in his January 8
letter of resignation from the Board of Directors as you did in
your letter of resignation. However, for reasons of national
interest, President Carter withdrew his resignation during his
telephone conversation with me on January 22 and asked me to
send back his letter of resignation.

During his forthcoming visit to Washington in March,
Prasident Mubarak will be strongly advised by the Reagan
Administration to develop cooperative social and economic
programs with Israel. At that time the Sadat Peace Foundation
will be presented to President Mubarak as a vehicle satisfactory
to the United States for facilitating the development of such
cooperative programs between Egypt and Israel.

During my meetings on January 18 with senior State
Department officials and separately with Ambassador Rosenne of
Israel, I was informed that both President Reagan and Prime
Minister Shimon Peres are taking a special interest in the

continuation of the Foundation. I believe that you may shortly be
hearing from both Governments.

After carefully considering the reasons you gave for
resigning, I can now assure you that the Foundation’s by-laws
can, if you wish, be amended so you could limit your involvement
with the Foundation to an annual one half hour telephone
conference call between yourself, President Ford, President
Carter, and Ambassador Habib who is prepared in this case to be
actively involved in the Foundation’'s work, and could be (along
with Presidents Carter and Ford) your only point of

- contact with the Foundation. Further, if you wish, your name will

not appear on our letterhead nor be used by us in any way,
including fund raising.

Though you could not, of course, have anticipated this, your
resignation has been seized upon by leftist elements within the
Egiptian Government to advance their current campaign of what is
being called "de-Sadatization". They are using your withdrawal to

.%-—

e e p e i
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urge President Mubarak to reguest Madame Sadat to put a stop to
the Foundation. Madame Sadat is in a weak position since she can
not oppose Egypt’ s curreni President despite her warm feelings
for the United States. In short, by rejoining the Board and
.giving one half hour each year to honor President Sadat, who
through you greatly strengthened Egypt’'s ties with the United
States, you will frustrate the designs of the anti-Westerners in
Cairo, and Madame Sadat will be allowed to remain a member of the
Board. The Foundation could therefore continue to serve Western
interests in the Middle East, specifically in facilitating the
implementation of cooperative programs between Egypt and Israel.
Already the State Department has shown an interest in working
with Ambassador Habib and myself to this end.

For President Mubarak, caught between his regard for
President Sadat and his need to placate the Arabs, the Sadat
Peace Foundation offers a way of permitting Israeli- Egyptilan
programs to get under way before anything at governmental level
would be possible. We should take advantage of this cpportunity.
He needs time to bring Jordan into the peace process. He cannot
have governmental cooperation with Israel and better relations
with the Arabs at the same time. 8o the Foundation founded in
homage to the man who secured the return of the Sinai and who
made him President of Eqypt allows President Mubarak to keep to
the relative safety of middle ground. No other governmental or
private agengy would serve that purpose so well.

Similarly, for 1Israel, the Sadat Peace Foundation can get
practical programs started with Egypt that will help to warm up
the peace at a time when governmental relations are cool, through
the only vehicle that President Mubarak' s loyalty to his
predecessor and his perscnal relations with yourself, with
President Ford, President Carter and Ambassador Habib makes
acceptable to Egypt.

Since President Carter has now rejoined the Foundation's
Board, having understood how the Foundation can serve United
States” interests in the Middle East, I hope that you and
President Ford may soon follow suit, in the light of thea
reassurances I have given you in this letter regarding your
special concerns.

With my respects and kind regards,

Sincerely,
™
a Geaorg

r dent
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1888 CENTURY PARK EAMT {45 EAST 74w STREET
SUITE 10 SUITE 1C

LOS ANGELES CALIFORMIA 8OO T NEW YORK. NEW YORK 10031
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SYNOPSIS OF PROGRAMS

Listed below is u briet description of our initial four projects currently
under research, ‘The Chlldren Education Gazebo and the Social Integration
Retreat projocts will be avullable shortly for implementation.

1. Social Integration Retreat Project

To facititare sociunl integration between Jews, Egyptians and
Arabs on the West Bunk, sires will be selected for a series

of weck-cnd seminars und vetreats for high achievement college
students trom the Arab and Jewish Sectors and from Egypt to come
together o explore effective integration methods of the three
societies caumining cultural attitudes and similarities. Even-
tually, this project will also facilitute cooperation and ex-

change prugrams between the various college campuses in Egypt
and Lstael.

2. Housing Integration Project

To develop housing projects with equal quotas of residents for
Arabs und Jews,

3. Children Bducation Gazebo Project

Adaptation to conditions in Fgypt and Israel of Janet Lederman's
pioneering integrutivnal education work in California with trans-
cultural day cure centers for participants of all ages, a low cest
project of great potential benefit for helping distressed communities
become sclf sufticient, The Gazcbo Centers are suitable to develop
in rural and urban areas in the Middle East.

The Cazebo Project will integrate Jewish, Egyptian and Arab children
s well as their parents and grandparents in a totally participatory
method wherchy the cultural tradition of the community is utilized
in the structure of the program; thus the program is flexible in

implementation without imposing foreign standards on the culture
of the community,

4. Ecommic¢ Rescurch _and Recommendution Project

To estahlish a committee of Egyptian and Israeli economists to study
and Yecomnend trade commodities of benefit to both countries.
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