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PN,

THE WHITE HOUSE
WASHINGTON

November 25, 1986 3pm
Max:

The following people will definitely
attend tomorrow's briefing w. Amb.
Yeutter (people w. asterik said unless
another emergency came up in the meantime):

David Friedman, JTA
Joseph Polakoff *
Wolfe Blitzer

Eric Rosenman®
Anthony Korenstein*

Henry Srebrenick said he will not
attend and will not send anyone because
they had an emergency editorial meeting
come up. They will take it off JTA.

.Anthony Korenstein couldn't think of

anyone else who should be invited but
would call if he did.

Eric Rosenman wanted a rumor confirmed
that Shultz will be leaving shortly.

Matt


































































The Jewish Horizon

12/4/86

_ U, S, Israel Free Trade

Agreement Com letes-_...

u‘.‘lf“" b A Z4

" Its 1st'Suceessiul

BY JOSEPH POLAKOFF
WASHINGTON — U.S. Trade Repre-
sentative Clayton Yeutter has returned
from a week's stay in Israel full of en-
thusiasm about that little country and its
people and with a positive view of the

success of the American-Israel Free -

Trade Agreement that he sees as a model

_ for the U.S.Canada pact that is being

negouated and other international ac
cords. T

" Meeting thh reporters at his office - .

* here, Yeutter, who is a member of Pre51

" and his wife in arranging their first v1sxt >
to Israel went there several days early t.o s

«

dent Reagan’s Cabinet, explained that be

see the country before engaging in-the -
Israeli-Amenican Trade Week in Tel Aviv-

in ‘mid-November -and consultations. in .

Jerusalem about the FTA’s first year with

" Israeli officials. They included Prime - .

* Minister- Yitzhak Shamir, Foreign Min-
ister Shimon Peres, Industry and Trade .
Minister Ariel Sharon, Tourism Minister .
Avram Sharir and Technology Minister -

_ Gideon Patt.

“It was a tremendous trlp i Yeutter

gaid. “We really enjoyed it. We have to -

bring our children there.% While noting
Israel needs more capital investment to

advance economic growth, Yeutter said -

*“Israel’s economic performance in such a
short time is just remarkable when you
consider the country began with people
from 82 countries and 100 languages.”’’ He

said “‘the people of Israel can be justly
* proud of what they’ve done. Americans-

aren’t aware of it. We are very favorably

impressed. Tel Aviv is g husuing corﬁ-
mercial city.” -
. 150 U.S. COMPANIES AT FA!R

Yeutter expressed surprise that sad

* many American conmpanies, about 150,

had representatives at the fair designed t.o .

stimulate U.S.-Israell trade and mark the ~
FTA's first anniversary. About as many
Israell concerns were represented. .

- itself.

ear

“*There i3 no question,” Yeutter zaid,
“FTA is a very positive factor for both
countrtes in trade and will be 8o in the
future. That's inevitable! When trade bar-
riers go trade will grow. While Israe! will
be the greater beneficiary,”” he said, that
is “typical” in arrangements between a
small and large country. “I have no obJec-

. tion to that. We're both winners.’ "o

Some differences arose in the Jerusa-
lem discussions, he noted. Americanshad
concern about Israeli fees imposed on -
Israelis going abroad. James Murphy, the
- assistant trade representative, noted that
- such fees discourage tourism. Regarding
+ the’ US. tariff on textiles that are an -

7 e excepuon in the FTA, Yeutter said that is

“‘an unique element that will continue for .
some years in the future. We all have to
" live with this arrangement.” Another dif- ~
ference’ is Israeli opposition to a sur-
charge of 0.22 per cent — less than one-_

* quarter of one per cent — on U.S. imports
from Israel. It was explained that the .

_ . charge is essentially a tariff designed to
" pay for custom service. Israelis noted that

Caribbean countries are exempt from that
surcharge. A Yeutter aide said later that
“we won't seek an exemption for Israel
but possibly lift it'. for the Caribbean

countries. '‘It should apply equaily to ail
countries,”’ he said.

FUTURE TRADE: EXPANSION

Israel has sufficient production capaci-

ty for exports to the U.S., Europe, Japan-
~or anywhere else, Yeutter said. It can .
- increase exports by breaking into the:
world trade process by finding niches for
“Korea and Taiwan are doing
that,” he said. noting the aggressiveness
of those Asian nations. ‘“The potential is
tbere in Israel,” he added, with its skilled
labor force, educated people and motiva-
tion. It is a matter of putting the buman

(Continoed on Page 3)
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U.S. Israel Free Trade Agreement Completes Year

Services together in, an Ql(ecp.\re pac,k

age."” With lsraelis' wues.much higher -

than in Eastern Asia, he suggested Lsrael
“will have to do better in coprdination as

- an . international competitgr.” He em-

gt

phasized the market lan't going to go to
Israel; . lsraelis will have o knock on
doors.” *

Yeutler suggested that a ““geperal an-
swer'” for Israel to expand trade rests on
“relatively high technology™ and “rela-
tively sophisticated products where capl-

" tal and technology are greater factors

» than labor. 1t needs to Lt towards prod-

. ucts that are pot terribly labor intensive

{because of lsrael's higher wages). It will
not compete with the U.S. and Japan in

the upper reaches of high technology.
Somewhere in the relative technology Is-

rael could do quite well.)”. C
’ TRADE STATISTICS
Noting that Israel is enjoying & surplus

" in trade with the U.S, foc the first time,

; ,Yeutt.er pmvid,ed hgures t.hat shpwed m

1985 the JU.S. ‘imported $2,200 millions
from Israel while exporting $1,867 mil- -

lions, For the first six months of 1886, U.S,

exports were $896 millions while lmports
totaled $1,226 miilions. In 1982, US. ex-
porls lotaled $1,620 millions and imports
$1,208 millions; in 1983, exports were
$1,768 millions and imports $1,299 mil-

lions; in 1984 trade was almost even with "

exports at $1,976 miilions to Israel and

imports from Isrgel rising ta $1,809 ngil—

The Financial Times of London has

noled that although there has been no |
dramatic leap in U1.8.-lsrae) trade since

tbe FTA agreement came inlo force in
September 1985 and which gradually
aboiishes all barriers by 1955, the LS. has
now overtaken the Ewopean Community
as Israel’s largest market. “'Last year,”

The British daily said, “The U.S. took 34 -

per cent of Israel's exporis compared with
B2 per cenl which went to the EEC.

Despite the weankening of the U.S. dollar,
in the f{irst nine months of 1986, Israeli
exports to the U.S, elimbed by over 25 per
cent to $1.9 billion comunpared with $1.5

- billion in the same period last year.””

Sharon called on the U.S. Government
to help facilitale greater private Ameri-
can Investment in Israel through the pro-
vision of long-term credit and other types
of support,” The Financial Times re-
ported. “New foreign investment in Israel
bhad dwindled to insignificant levels in
recent years,” it said. “‘But now Lhat the
raging inflation of the past has been
curbed and the economy has been stabi-
lized, renewed efforts are being made to

. atlract foreign capitai.”

. Yeutter foresaw a drastic change in
international trade in the coming decades.

‘‘International trade in services is becom-
ing increasingly important,’' he said. He
felt trade in services — legal, communica-
tions, information transfer, computer
processes, transportétion, toirism — may
exceed trade in goods by the end of this
century. ““Some of this is being done with
Israel now,” he said. An aide to Yeutter
later said (to this reporter) that the U.S.
and Israel have a general umbreila agree-
ment on trade both.in goods and services,

‘Beginnings have been made in services,

particujarly tourism and tele-
communications,” be said. The service
agreement with Israel is being used in the
negotiations with Canada which, be hoped,
would be a model for multilateral systems
“for the whole world.”
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Yeutter Favdrably Impressed

merica's top trade negotiator, Ambas-

sador Clayton Yeutter, had a compli-
ment for the Isracli economy when he re-
turned from talks in Jerusalem and Tel Aviv
recently on the first anniversary of the
U.S.-1srael Free Trade Area Agreement
(FTA). He told a small group of reporters
that “people don’t realize what Israel has
accomplished economically in such a short
period. . . . Israelis deserve credit for
that.”

Acknowledging that inflation is still too
high and that “there are other economic
challenges,” Yeutter nevertheless main-

_.tained that “it is remarkable what has been
done with people from more than 80 coun-
tries, speaking 100 languages. In some re-
spects Israel has been more of a melting pot
than the United States, and it has done a
great deal economically in only 20 or 30
years.”

Yeutter, who succeeded William Brock
as U.S. Trade Representative when the lat-
ter became Secretary of Labor, said it is
hard to evaluate the tariff-eliminating
FTA’s effect on U.S.-Israel commerce
after only one year. He noted that the
agreement will be phased in over 10 years
and will not reach 50% effectiveness for
several years yet. However, for the first
half of this year, U.S. exports to Israel to-
taled $896 million, down from $982 million
for the comparable period in 1985, while
Israeli exports to America rose to $1.2 bil-

lion for the first six months of 1986, up from
Just over $1 billion in the first half of the
previous year. :
For all of 1985, the United States import-
ed $2.2 billion and exported nearly $1.9
billion in trade with Israel. An aide to Yeut-
ter said that was the first year that Israel
showed such a surplus in its trade with
America. Whether such balances will
prove to be the rule under the FTA cannot
be predicted yet, but Yeutter suspected
that without the agreement the two coun-
tries would have done less business,
“Once barriers are reduced. trade ex-

..pands.”_the ambassadar, pointed out.. te

thinks that “Israel will be the greater bene-
ficiary” under the FTA since it is the small-
er of the two partners. *“But I have no objec-
tion to that because both of us are winners”
since increased commerce between the two
countries will help both economies grow.

In Israel, Yeutter held talks with Prime
Minister Yitzhak Shamir, Foreign Minister
Shimon Peres, Industry and Trade Minister
Ariel Sharon, and other officials. Yeutter
and Shamir also delivered the keynote ad-
dresses at the Isracl-American Trade Week
program in Tel Aviv; approximately 200
companies participated and about 150
Americans attended the sessions. The am-
bassador was accompanied by representa-
tives of the Agriculture, Commerce and
State Departments who met with Israeli
counterparts.

“Shamir is pushing hard for additional
U.S. investment,” Yeutter said. “Israel is
capital short and there is a strong feeling—
properly so—that it needs to make itself
more attractive to foreign investment.”
The FTA allows U.S. firms to take advan-
tage of Israel’s preferential relationship
with the European Common Market coun-
tries by establishing plants or subsidiaries
in Israel and exporting to Europe from
there.

Yeutter suggested that, in general, Israeli
firms—Ilike American ones—need to be-
come more aggressive in seeking export

. ~smaskets.. ] said in Jsrael that, the potential

is there . ., . with sophisticated products
and a skilled labor force.” According to
Yeutter, Israel can find and expand its inter-
national “niche” with relatively high-tech-
nology, relatively sophisticated products.
That way it will be able to specialize, in-
stead of competing directly with exporting
nations like South Korea and Taiwan which
have lower labor costs, or with giant Ameri-
can or Japanese firms able to make and sell
high-tech goods in great volume world-
wide.

Asked by NER if a possible protectionist
mood in the new House and Senate could
undermine the FTA, Yeutter said: “In my
opinion Congress will not alter the FTAina
negative way.” He added that, if it did, he
believed the President would veto such a
measure. '
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Yeutter Favorably Impressea

merica’s top trade negotiator, Ambas-
A sador Clayton Yeutter, had a compli-
ment for the Israeli economy when he re-
turned from talks in Jerusalem and Tel Aviv
recently on the first anniversary of the
U.S.-Israel Free Trade Area Agreement
(FTA). He told a small group of reporters
that “people don’t realize what Israel has
accomplished economically in such a short
period. . . . Israelis deserve credit for
that.”
Acknowledging that inflation is still too
high and that “there are other economic
challenges,” Yeutter nevertheless main-

___tained that “it is remarkable what has be

done with people from more than 80 coun-
tries, speaking 100 languages. In some re-
spects [srael has been more of a melting pot
than the United States, and it has done a
great deal economically in only 20 or 30
years.”
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as U.S. Trade Representative when the lat-
ter became Secretary of Labor, said it is
hard to evaluate the tariff-eliminating
FTA’s effect on U.S.-Israel commerce
after only one year. He noted that the
agreement will be phased in over 10 years
and will not reach 50% effectiveness for
several years yet. However, for the first
half of this year, U.S. exports to Israel to-
taled $896 million, down from $982 million
for the comparable period in 1985, while
Israeli exports to America rose to $1.2 bil-

lion for the first six months of 1986, up from
just over $1 billion in the first half of the
previous year.

Forall of 1985, the United States import-
ed $2.2 billion and exported nearly $1.9
billion in trade with Israel. An aide to Yeut-
ter said that was the first year that Israel
showed such a surplus in its trade with
America. Whether such balances will
prove to be the rule under the FTA cannot
be predicted yet, but Yeutter suspected
that without the agreement the two coun-
tries would have done less business.

“Once barriers are reduced, trade ex-

dd sador pointed-out.—He -

thinks that “Israel will be the greater bene-
ficiary” under the FTA since it is the small-
er of the two partners. “But I have no objec-
tion to that because both of us are winners”
since increased commerce between the two
countries will help both economies grow.

In Israel, Yeutter held talks with Prime
Minister Yitzhak Shamir, Foreign Minister
Shimon Peres, Industry and Trade Minister
Ariel Sharon, and other officials. Yeutter
and Shamir also delivered the keynote ad-
dresses at the Israel-American Trade Week
program in Tel Aviv; approximately 200
companies participated and about 150
Americans attended the sessions. The am-
bassador was accompanied by representa-
tives of the Agriculture, Commerce and
State Departments who met with Israeli
counterparts.

-markets.-‘I-said.in Israel that the
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U.S. investment,” Yeutter sa [sra

capital short and there is a strong 1eelir
properly so—that it needs to make i
more attractive to foreign investme
The FTA allows U.S. firms to take ad-
tage of Israel’s preferential ~='tion:
with the European Common M___ et c(
tries by establishing plants or subsidia

in Israel and exporting to Europe from
there.

Yeutter suggested that, in general, Israeli
firms—like American ones—need to be-
come more aggressive in seekir~ =vport
ntial
is there . . . with sophisticated .. _ucts
and a skilled labor force.” According to
Yeutter, Israel can find and expand its inter-
national “niche” with relatively high-tech-
nology, relatively sophisticated products.
That way it will be able to spec’ ©~ -

stead of competing directly with 2
nations like South Korea and Taiw 1
have lower labor costs, or with gia -
can or Japanese firms able to mak |

high-tech goods in great volun
wide.

Asked by NER if a possible protec* -+~
mood in the new House and Senate
undermine the FTA, Yeutter said: ¢
opinion Congress will not alter the F’
negative way.” He added that, if it
believed the President would veto
measure.

PERSPECTIVE

Ethiopian Jewry Update

“The current condition of the Jews of

was exposed and prematurely cancelled. A

al genocide.” Although tl

Ethiopia is no better or worse than that of
their neighbors,” a high-level State Depart-
ment official told NER. “We see no signs
that Ethiopian Jews are being discrimi-
nated against.”

But according to one expert, while Ethi-
opian Jews are not targets of violence, they
are closely watched: “The government is
suspicious of any large-scale Jewish
activity.”

For centuries Ethiopian Jewry was sub-
ject to discrimination, slavery and mission-
ary activity. In 1984, Israel and the U.S.
cooperated in transporting approximately
8,000 Ethiopian Jews from Sudanese refu-
gee camps to Israel before the operation

follow-up mission run by the U.S. Central
Intelligence Agency brought the remaining
600 Jewish refugees in the Sudan to Israel.

The historic rescue mission siphoned off
a large portion of the community’s most
able-bodied men and women. Today the
majority of the 6,000 to 10,000 Jews re-
maining in Ethiopia are either very old or
very young. Although the country has been
racked by famine and insurgency, the Jews
of the Gondar province have largely been
unaffected.

The Marxist government of Ethiopian
leader Mengistu Haile-Mariam registered
its displeasure with the exodus of its Jewish
community, calling the evacuation “cultur-

nity comprises a tiny fra:
40 million population, it
minority, said one sourc
motes a vision of Et
egalitarian and pluralistic
to leave their homes for t
land contradicts that vi
gard, Ethiopia is similar
the source added.
Mengistu has steadfe
proving relations with the
lions of dollars in humai
flooded the country fro
vate sources in the U.S.
pian famine. “The counti
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THE WHITE HOUSE

WASHINGTON

January 8, 1987

MEMORANDUM FOR DEBRA BUSKER, PUBLIC AFFAIRS, USTR
FROM: MAX GREEN, ASSOCIATE DIRECTOR, OPL %

SUBJECT: Press from Yeutter Interview, November 26

Attached is the press coverage received from Ambassador

Yeutter's November 26th interview with the Jewish press.

Thank you again for all your help.



