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~ July"· 1'!8~ \ 

Balance of Payments Proposal 

1 . Trade measures taken for balance of payments reasons by one 
Party may not be applied to the trade of the other Party. 

2. The provisions of Paragraph 1 will apply to all balance of 
payments measures in effect at the time the Free Trade Area 
comes into force, such that any trade of one Party subject 
to balance of payments measures of the other Party will be 
exempted fully from such restrictions from the first 
day of the Free Trade Area coming into force. 

3. The provisions of Paragraph 1 will apply to all trade re­
strictions imposed by either Party which the Party concerned 
justifies in the GATT under either Article XII or XVIII, 
whether or not other GATT exceptions might apply in the 
absence of a balance of payments justification. 



PROBLEM 

_JoUNr IL!N I IAL -
TPRG PAPER 

u.s.-ISRAEL FREE TRADE AREA 
PREPARATIONS FOR THE JULY 9-13 NEGOTIATIONS 

' 

The attached paper outlines a number of issues on which the 
TPSC was unable to reach a consensus in preparing negotiating 
instructions for use by the U.S. del in negotiqtions with Israel 
on the free trade area during the week of July 9. The issues 
are: 

Balance of Paymez:;.s Provision 
Product Coverage 
Staging Proposal '-' 
Saf egua rdsJ 
Export Subsidies ./' 
Agricultural Subsidies .,_..... 
Infant Industry Provision 
Third Party Conciliation 
Services 

The TPRG is asked to provide negotiating guidance on these subjects 
for the negotiations. 
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BALANCE OF PAYMENTS (BOP) PROVISION 

A key question (or the United State s is whether the FTA should 
permit any imposition of trade restrictions for balance of payments 
reasons. Since Israel's BOP problems appear chronic, allowing 
restrictions on such grounds could mean that U.S. exports to 
Israel would always be subject, or potentially vulnerable, to . 
restrictions. 

Israel now imposes a 15 pe r cent i mport deposit and a 2 percent 
surcharge on most products. In addition a rather extensive 
list of products is subject to discretionary licensing. GATT 
has accepted Israel's trade restrictions justified for BOP reasons. 

Israel has tabled a proposal which would maintain its freedom 
to impose BOP restrictions. Informally, Israel has hinted that 
· · · lin to make import licenses freel avail _ 
to -tJS im12or~ e 1 e y r un r e 1 proposal 
1s that trS-goo s would be excluded from quotas, but may be subject 
to surcharges or import deposits (they therefore would still 
benefit from the preference of the ta r iff elimination.) 

The currently tabled U.S. proposal would allow Israel to impose 
general import surcharges or import deposits for BOP reasons. 
(Article XXIV permits BOP actions between parties to a FTA.) 
However, the United States would reserve the right to make 

compensatory adjustments if we did not receive the benefits 
/ we expect from the FTA because of Israeli BOP-justified restrictions. 

~~ 1 / The TPRG should decide if the United States is willing to nego · te 

~ ~ieement with Israel o~ t~is basi~s----~~ 

~ , CON~ERl'.m 

~ 
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The TPRG needs to decide whether or not the U.S. will maintai 
a · · calling for incl · n of all cts in the FTA. 

er 
imports from Israel. 

staging should be extended in order to allow the U.S. industrie ~ 
to adjust to potential additional imports from Israel. The 
Committee has provided recommendations on the staging for these 

v 

products (either immediate, medium or long term staging). 

STAGING PROPOSAL ~\J ~ 
The TPSC has agreed to propose a simple approach to staging (~ 
involving three categories of staging for each side. This approach 
would involve development of a median range of protection for 
both the United States and Israel, an assumption of simultaneous ~\. 
staging, an identification by both parties of items which could ~U 
be staged to zero immediately and in the long term (10 years :t 
as indicated in discussions thus far), and an understanding 
that U.S. products could not be disadvantaged vis a vis EC products 
in the Israeli market throughout the staging process and upon -~ 
completion of the agreement. The TPRG should discuss whether · 
the "simultaneous" staging exercise should be considered on 
the basis of duties foregone or trade values covered. ) 

SAFEGUARDS ...._I, ~ 
In January the TPRG deferred decision on a safeguard provision ~~ 
for the FTA until we had received the ITC advice on product ~ 
coverage and had a better vi w of how sensitive rodu ~ 
addressed in the agr The s at the issue 

sa e rred until later negotiations when 
the product coverage is clarified. 

? 
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TO BE PROVIDED ON MONDAY 
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AGRICULTURAL SUBSIDIES 

In previous discussions with Israel on export subsidies, agricultural 
subsidies have not-been included in the scope of programs reviewed. 
In both the preliminary discussions held with the GOI on possible 
accession to the Subsidies Code and in discussions of this topic 
thus far in the free trade area context, U.S. negotiators proceeded 
on the assumption that developing countries have not been required 
to make a commitment on the elimination of agricultural subsidies, 
export or otherwise, under the U. S. Subsidies Code Commitments 
Policy. The only provisions of the Subsidies Code relating 
to developing country agricultural export subsidies involve 
more traditional GATT determinations of effect, rather than 
prohibition of such subsidiess 

According to Embassy Tel Aviv, Israel gr-ea±ly reduced most 
of its agricultural subsidies in the last fiscal year to about 
$126 million, compared to $533 million for 81/82, (an aggregate 
decrease of 7 6 percent) 

The subsidy programs include the setting 

~ ..i,he value of total agricultural output in Israel for the 81/82 
period was $2.4 billion; in 82/83, this amount increased slightl 
to $2.8 billion. In 82/83, the value of export subsides i 
relation to total agricultural output was less than 5 percent. 

We would be introducing a new issue at this point 
in the negotiations if we request that Israel eliminate 
agricultural export subsidies. While it is doubtful that they 
would have a complete response for us on the point at the July 
round, we can be sure that they would request reciprocal action 
from the United States, including the removal of u.s. quota 
restrictions on dairy products under Section 22 of the Agricul-
tural Adjustment Act. ~ 

~ l \fi~ 

~ 
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INFANT INDUSTRY PROVISION 

It is legal under the GATT to have an infant industry provision 
in the FTA agreement until the agreement is fully implemented. 

The Israelis have asked for such a provision. The TPRG should 
consider if th G could a ree t rov1s on 

01nt in the negot1a 1 ns. e EC- srae agreement con ans 
a care · · n s ·ry clause which allows Israel 
to raise tariffs on certain products of D.ell industries after 
appropriate consultation. The EC tells us that the provision 
has not been abused, and that Israel has used it only a few 
times. 

THIRD PARTY CONCILIATION 

Israel has proposed including third party conciliation in the 
dispute settlement provisions of the agreement. It is suggested 
that each side nominate a conciliator and if these two cannot 
reach agreement, they nominate a third. There is some question 
whether the Israelis are proposing a binding or non-binding 
mechanism. If their proposal is for non-binding conciliation. 
such an option may provide a means of resolving disputes without 
having to resort to compensation or retaliation, since the conci­
liators' recommendations carry a measure of "moral suasion." 
The Israelis have stated that in a non-binding system, they 
would have to retain compensation and retaliation as measures 
of last resort. 

SERVICES 

The United States wants to extend the principles of national 
treatment and transparency to cover the trade activities of 
services sectors under the FTA. This has particular value for 
the coverage of the telecommunications sector which is excluded 
in the existing o.s.-Israel Treaty of Friendship, Commerce and 
Navigation (FCN). Because the FTA provisions would extend solely 
to trade activities in services, we believe the exceptions outlined 
in the FCN treaty could be narrowed. 

The Israelis have generally accepted our interest in including 
services provisions in the FTA but are concerned that they know 
too little about services trade to commit to broad principles 
at this time. They are also concerned about how the FTA could 
extend to services regulated by states. 

'eQa:,IDENI'W.-



The attached 

MEMORANDUM 

RCW\ \\t\$ SttH 
is a copy of the submission filed before the 

International Trade Commission ,(ITC) as part of its investigation 
on the probable economic effect of providing duty-free treatment 

for imports from Israel by virtue of a free trade ares. 

The following facts are clear from the information provided 
to the ITC. 

Access to a marketplace the size and wealth of the United 
States is a vital element to the success of any export program 
and this is particularly true with respect to the brominated 
products industry. According to a recent report of the United 
States bromine industry, 52% of total free world consl.tnption of 
bromine and brominated product.s occurs in the United States. 
Though the Israeli industry is able to compete with U.S. 
producers in such major markets as Europe and Japan, there can be 
no compensation for denial of acqess to the market which accounts 
for over half of the free world consumption. At present, such 

denial of access is precisely what is occurring, as Israel's 
share of the United States market for consumption is approxi­
mately 2-1/2%. The balance is accounted for almost wholly by the 
United States producers as other exporters of bromine or bromin­

ated products to the United States are virtually non-existent. 

In the production of its brominated compounds, Israel is 

very much dependent upon foreign sources of non-brominated 
chemical intermediates and, currently, many such chemical 
intermediates are sourced in the United States. As demand for 
Israeli brominated products increases, the need for chemical 
intermediates of foreign origin will similarly rise. 



In many instances where a particular brominated product is 
being supplied by a single U. S. company and an Israeli presence 
serves as a second source. Where only one source of supply is 
available, consumers are vulnerable to pricing caprices and 
shortages, either as a result of intentional decisions regarding 

factory product mix or as a result of unanticipated events such 
as labor strikes, equipment failure, etc. 

The Israeli industry is certainly not in a position to 

threaten the pricing structure of the domestic producers. 
Although the methods of obtaining elemental bromine in Israel and 

the United States vary considerably, overall costs of production 
are quite comparable. In Israel, bromine rich brines are 
obtained at lesser expense than in the United States but the 
Israeli production method requires significantly greater energy 
input to separate bromine from brines, and energy is far more 
costly in Israel. Comparable production costs, coupled with high 
transportation costs to the market where the domestic industry is 
already based, makes it extremely difficult for the Israeli 

I 
industry to compete in the United States, tariff rates notwith-

standing. 

Evidence of the ability of the domestic industry to compete 

effectively without the benefits of tariff protection can be seen 
in international markets. In Japan, the United States has 
recently gained significant inroads to the detriment of the 
Israeli industry and one of the three major domestic producers, 
Great Lakes Chemical Corporation, reported nearly a doubling of 
its international sales in 1983 from the year before, an increase 
of approximately 25 million dollars. 

The domestic industry, under the name the U. S. Bromine 
Alliance, suggests that imports will increase by approximately 20 
million dollars over the next several years. It further suggests 

- 2 -



that,' based upon present capacity utilization rates in the 

domestic industry, and the threat of continued decline in 
domestic consumption _of ethylene d ibromide, the industry is in a 
weakened state and particularly vulnerable to the threat of 
increased imports. 

While we believe that a twenty million dollar increase in 

imports is a grossly over-inflated projection, it is, in any 
event, an insignificant figure. There are · three U. S. producers 

which comprise the U. S. Bromine Alliance and account for nearly 
all domestic production: Great Lakes Chemical Corporation, Ethyl 
Corporation and Dow Chemical Corporation. Because Ethyl and Dow 
are major diversified producers, little can be gleaned as to the 
success of their bromine and bromine derivative operations from 
an examination of documents available to the public. However, 
Great Lakes, the largest U.S. producer or bromine and brominated 
derivatives, is dedicated almost exclusively to the production of 
these products. Accordingly, a_n examination of this company's 
performance, as a whole, provides excellent insight into the 
health of the domestic industry. 

In its 1983 annual report, Great Lakes reported sales and 
' 

earnings at record highs and an increase in sales of over 53 
million dollars from the prior years. Thus, in a single year, 
one of the three major domestic producers has increased its 

bromine revenues to almost three times the total increase it 

predicts for Israeli imports as a whole. 

Prospects for continued growth are equally impressive in the 
domestic industry. Great Lakes' sales and earnings in the first 
quarter of 1984 rose in excess of SOio compared to the same period 
in the prior year. The company projects that its sales will 
reach one billion dollars by the year 1990, an increase from 1983 
levels of almost 750 million dollars. Such projections are based 

- 3 -
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~real Lakes 
Chemical Corpo-raticn 

P.O. &..:2200 
West Lafayette, Jndiana 47906 

(317) 463-2S11 

-
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. 
A PROGRESS REPORT 

· TO THE STOCKHOLDERS 

Adding to the excellent gains posted in the first three 
months of 1984, both revenues and earnings for the 
second quarter a~in soared to all-time highs. This per­
fomiance marks the sixth consecutive quarter of record 
operating eamings. 

~ v~nucswcrt_ $74,172,0QO for the 1984 second quar­
ter, up-35;4-per~ntfrom the $54,764,000 recorded for 
the cor responding quarter of last year. Net income for _· 
the quarter sur,gedt:J. .S percent to $8,890,000, oc $.60 
per s.haie. vcrsus the $5,503,000, IJr S.38 per .share, 

For the Si" Months 
Ended June 30, 19Js4 

~~~~~ c~,~.~~.~ 
July 27, 198-

All key business segments elped:fueLthe r~ 
seccin'g growth: firf control che ·cals ~bi-
ci0t~s goals; inter-national revenues s . suong; bett~r 
market condition~ bolstered oilfield products ·\·olume 

• a_nd margins; de i and for agricultural products, par- . 
-titularly mecaphenoxyben~ldehyde, far exceeded-our 
expectations; an1 , two major domestic subsidiaries­
Ell\:I Lubricants and Hydrotech-surpa3se.J last yc:rr:S 
perfonnan,e by , idc: margins. · · 

.posted _in the ~cond quarter of 1983. .. , · 
-For the first six months of this year, revenues rose'""(t:iJ Recent Events . 

_percent to $141,8%,000, compared to $99,87:3,000 for _ ■ On June 18, ~~~. the Board of Directors deda~e~ a 
· the first half of last year. Earnings for the period leaped regular quarterly 01v1dend of$.09 per share. The d1v1-
: to $16,897,000, or $1.13 per share, which were 72. 9 dend is payable op July 30, 1984, to the holders of record 
per.cent above the $9,773,000, QC $.67 per share, earned on July I, 1984. The ct1rrent indicated annual dividend is 
in the first six months of 1983. 20 j)Cf'6Cllt above ~he $.30 per $h,m: paid in 1983. 



■ lmpon:am Si(ltUls f,om botli domcscic and ,...,,Id-
"' idc markctpbccs indiarc rha1 the decade-lion~ o,·cr­
rupflly of elemental bromine is finally narin,: an end as 
rlc~d~prg,achcs the indusuyS cffccti,-c OJ»ci~: 
Thi, im prtwing suppl~·-<le..,.and relat ionship. rombined 
u,ith signi6canl incrca.scs in key n•· matcr:_UII rosu, is 
t xcrti~ and 1hould rontinuc to ex.en upv.-atd prlCinJt 
psn~urc on bromine and brominc-a:muining 
compo...,ds. 

• ~1ovini to incteaK capaciry and open doon to nC\o\~ 
~peci.alty chcmio:I nunufaccurin~ opponunirics. the 
Company pwchased the :,../e,.·port . Tennessee. produc­
:ion faci~f\-a<Svmex Chemicols. Inc. in June . 1'18-1 . 
Thil ~m. efficient and versatile pl2nt. is • ·cll-suircJ 
t°iJ r I.he manuf~urc of brominatcd and non-brominatcd 
Droducu . including lbrnc reurdants, a~icuhural and 
p iurmaccutiol imcrmcd iatcs and other fi ne chcmtc:11s. 

Purchased 1t :a ff3C'tion of iu replacement cos, . the 
facili rv will be used iniriallv to make material • ·hich •will 
CC ~uPplicd io Syntcx undCr a long-term a~mcnt 2nd 
._ekctcd flame ictard:znu... The capabilities of the ~CW• 

port plant iuc thus an cxccllcm adjunct to our princip.al 
m anufanurin,:opcrations at El Dorado. Arkansas. and 
u. ill _launc~ us imo new segments of the ~tu:xti\-C, chcm-
101 mccrmcdincs nurkct . . 

■ As described in our last quarterly repon. the Fedcr2I 
T radc Commission. ar-1)· this ~·car. pro\·isicwully ap­
:'l rovcd a Consent OrdCf tcrminatin~ its Administr3tivc 
=>wcccding regarding our mid•l981 acquisition of ccnain 
J rominc•rclatcd assets from N onh"'-cst lndustrics. De. 
:..ii, leadin~10 final approval were completed in ~lay and 
: "le settlement agreement is now in place. precisely as it 
.i..-zs initi■My approved. This action brings a welcome 
an d hiihly satisfactory end to an cxpcnsi,'C. rime-
. ~0$am1ng. legal procedure. 

-~ 
■ Boosted b~· sales from their new line or proprietary 

equipment. revenues and earnings of Inland Spc-cialry 
Chemical Corpor.uion continue their up"':ard trend. The 
three nc:v.· equipment systems, designed to help printed 
circu it board manufacturers improve effluent q u.al 1~ ·. arc 
promUing com~Cments ro lnbnd·s primary acti'\·ities in 
clccrron.CS chemK'.als. 

■ After manv mo nths of careful e,·aluation and studv. 
l have rcrcntly.implemen,cd .an organizational rcsuuc; 
1urini: plan dc:,i~ned t0 support the Companys 
.ambicious growth and profit goals. The new structure 
Wiiill more prcci,cly focus resources on key business 
se~mcms: more efficiently coordinate our worldwide 
activities; and. provide ad .. -ariccment opponuilitics for 
top-pcrfonning executives. 
~ an import.ant part of the reorganization. Allen \\". 

Smith. 56. "·as promoted to G.-oup \"ice Prc:,idenL /\ IZ­
year \ 'Ctcran of the Company. ~1r. Smith will be workin~ 
closely with me to guide the Comp.any into new business 
areas and will continue managing the .activities o f cenain 
subsid iaries. 

Nlnhcrconsolidating ceruin other functions. B.G. 
McGuire and Bob G . T ibbem have bo1h been elected 10 
Senior Vice Prc:,ident positions. Mr. McGuire:. 53. ,.-ill 
add corporate engineering to his current responsibilities 
for manufacturing .and re hued activities. Mr. T ibbetts. 
46, will expand his marketing and business mana~ment 
duties to encompass worldwide direction for fire control 
chemicals. agricultural products. and specialties. 

In .addition. cwo new corpontc VtCc Presidents " ·ere 
appointed. William P. Blake. 42. Vice President. Special­
ties and Flame Retardants. will provide sales and busi-

. nc:s• direction for these: two important prodoct lines. 
Lowell C. Horwedcl. 51. in addition ,u his responsibili­
ties as Prc:si<len1 of our E/M Lubricants subsidian·. will 
serve as Cor,orate Vice PrcsidenL · · 

.. 

C O~SOLIDATED CH:\1'GES 1:--1 F iSASCIAL POSITI0'-1 

t t housand, of dotbrs) 

C a,h from ()pa-ations 
Working Capittl a..ngcs, cxc:lucling Dehl Changes 
Lont-Tenn Auct O.anges 

Plant and equipment additions 
Trade notes rca:iv:oblc 
M,rketablc ,ca,ritics 
O rher 

;)cbt Changes 
:>;oics payable 
L on~-term debt. includin,: currcnr eon;.,,, 

, tockholden' EquityO.an,ca . 
-<:::.ah diY'tCSc:.adl dcx:tarcd · - · ,_Ao•-·._.. ·--- --·.--..- ! ~'""· -

Other · 

Six Months Ended June 30 

1'1114, -,. 1'11!3 

S29.24S Sl9.394 . 
(3.896) 312 

(17.863) (8.791) 
(2.500) 
(1 .885) 

(202) (381) 

(ZZ.450) (9. 172) 

(4 .898) 
3.725 (3.7.}6) 

3.7ZS (8.634) 

A,; an iruegral pst oT the plan. Dr. lohn !:. J. 'r-<r. ~;~ 
President . Corporate ierh n,,lo;;~ Robcn 8. ~fr Donald. 
Vice Prcsidcm, En~iuceri~. \\":ivnc R_ ~tcrrinun, Vice 
~Klcnt. JntcrMtior:ar, a.nd No~man L ,. Rine:(. ScCrc• 
~ry and Trcasu,er. have also assumed:addio:ional 

' ("!".:.•iU 10 t.he second half or the yc~r with enthusiasm 
a.pd dc,crminatK>n to make 1984 another banner year for 
Great ukcs. 

'9{>0nsibilitics. . : ... , ; ·· ; 
6!:uooii- . ,·,.;. , .,, . 

The major n-cnts of the: pan few months. c:apj>ed by 
th~ou<Standin,: rcsalts of the sc:coRdquar1~11 ha--~ 
f'.f"cr enhanced ou, already stron,: ~tiQn. We look 

cio:-JsouoAno BALAN<::E SHEETS 
(p,ousands of dol4 
0 

•• 1. i vJo .• ., 

.,. · ·i .. . ·"' 

... . - ... . 
Ropccifult, ,:.Ubmitted. • 

&:· ... : . ~ , 
~.LI < ~ .... - --' p-

Enkr,on Kampen 
President and Cloicf Exccu1ivc Officer 

; • 

June: 30. 1984 December 31. 1983 

A~ . . .. 
·:,c.ment assets :·. ' '. , ,,1o.::·:\.:~' ~- :.s "?4.'oss ... S 90.369 
,.PEbn, andr~q~•l)ff!Cn~ ... : .-F " ,l \ .•1.1n1 1u:1 lU Ill. . p i, --::.:;~l ' ~~}!>~1l, ..(11 ;, !?~,4 •.1 .. : .. 

xccss o m,·cstmcnu O\-c:r net .· . 1. 
asscu ofsubsidiaries acquired ' · · · 9:!Xrf · · · 9.124 

Other assc,p .
1 

• , , . , , ;.i., 1Wl 
1
, _ _- ~ - -- : ·· · :·,~;·:6J.36·· ·. 

Llabilitics anc1·Stoclcholders•' liqui'l("~l[~lhc fc.! 
· ;Current rt2bilitics •· : : : .. ~ :.i r "' .. ·•r.~h- :2:-
;'.Long:1c:rm debL lcsscur!Cill ponion . •~-_-: ···• ' " · · : 
: 'Deferred fcdcr.a.l income taXCs •: .. • , >, ' -· . ·• 

!.t:t~~:~~~~~ .. :· t;: :. ::. :,; .. 
., 
" c.: :. " •• "l e· 
\:~-

;"-SZS0.697 :· ·· S227 . ().1() 

....: ' ,, · .•: '1 -

,:J· 4t.S6F , -.. , · 
' · . 28.954 :•, ;c. · 

2t;81i 
>; t. 762 ·. 

155,609- . 

; ~ ;(tn '-
~ ~. -... , 

S 39.513 
. 25.098 ·. 

17.942 
3.077 

141 .410 

SZ27.040 

CONSOLIDATE.0 CHANGES IN FINANCIAL POSITION 

June JO. l•/83 

:1. .. 

S 76.736 
~15.646 

····. :~fl: 
SZ05.944 

S 29.107 
31.H,Z 
14. 157 

2.920 
128,598 

SZOS..944 

(thousands of dollars) Six Mon,hs Ended Jun<: 30 

Cul). from Opc.-.tiona 
Working Capital Chan~•. excluding Debi Chani n 
l..onl· Tenn Aue.changes - - ·-

Pbn1 and cquiprncon adtlitions 
T~• notes JCttivable 
Martietablc secur&ic-s 
Other 

' , I. 

DeblChanga 
NPtes~•ble 
~ dellt. including current ponion 

·s~·s.,ityO,anga 
, ,. s : nc ,_ l!llr,cl&rcd _...., 

oi,._ · 
-::--. ,11::, 

',.:,. ·,.; 

1984 
j~.2-!5 

(3.896) · 
- ... 

(17.863) 
(Z-,5001 
(1.885) 

(202) 

(22,450) 

3.73 
3.7ZS" 

(Z.6'5) . 
(l .328f 
(4,013) 

lncreuc (DccnMc) in Cub and S'-1-T-. .. 
In- - . . -.. . -~ "-- · · I Z.611 

1983 
St9.394 

~~z 

(8,791) 

(381) 

(9.172) 

(4.898) 
(3.7361 

(8.6l4) 

(2.189). 
Z4 · 

(2,165) ,, 

$~~~ 
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o~ anticipated growth in bromine application for ·fire extinguish­
ing agents, flame retardants, water treatment chemicals and oil 
well completion fluids. 

Based both on recent growth and the industry's projection 
for the future, it is readily apparent that the anticipated 

increase in import sales pales by comparison, regardless of 
whether one considers the Israeli industry's estimate of ten 

million or the Alliance estimate. If we adopt the formula of the 
U. S. bromine alliance of 20 jobs for every million dollars of 

sales, it is anticipated that the ranks of the bromine related 
labor force in the United States will swell considerably over the 
balance of this decade. 

Figures quoted by the domestic industry relating to its 
capacity utilization are of dubious value because they are based 
upon capacity to separate out the bromine from the underground 
brine deposits in above ground operations ("tower capacity"), 
while U. S. capacity to initially obtain the requisite brines 

·,. 

(well capacity) is considerably less. Thus, assuming well 
capacity to be half of tower capacity, even if the wells are 

excavating brines at full capacity for an entir~ year, utiliza­
tion would be a mere 50% based upon the yardstick which the 
Alliance is utilizing. While the specific figures are not 
available to us, it is widely recognized that United States well 

capacity is significantly below tower capacity. 

Similarly, claims as to the threat posed by continuing 
declines in ethylene dibromide consumption in the United States 
are unfounded. In stark contrast to predictions of significant 
decreases in bromine production needs in 1984 and the future as a 
result of recent agricultural bans, the following statement was 

attributed to the president of Great Lakes in the trade publica­

tion Chemical Week. (Feb. 15, 19884) 
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EPA' s most recent ban * * * will have 
absolutely no negative impact on the present 
or future business of our company. 

Concededly, the shrinking market for ethylene dibromide as a 
gasoline additive has negatively impacted the domestic industry. 
However, the greatest loss has occurred years ago; since then the 
domestic industry has been quite successful in offsetting the 

diminishing demand for this product with new bromine applica­
tions. While domestic consumption of ethylene dibromide was 
approximately 310 million pounds in 1973, it is estimated that 
domestic consumption in 1983 was less than 1/4 of that level, 
about 70 million pounds. This being the case, the Alliance 
members can look forward to increasing profits from rapid growth 
occurring in other bromine product areas without fear that 
further EDB cut-backs would erode or offset such growth. 

The realistic picture with respect to the phasedown in 
ethylene dobromide consumption, capacity utilization and the 
bromine supply situation in the United States is summed up in a 
single statement attributable to the director of brine products 
at Dow Chemical Corporation, as reported in the March 21, 1984 
issue of Chemical Week: 

"The big three players in the bromine game 
have been cognizant of eventual phase-out of 
EDB hence our heavy effort in flame 
retardants and clear fluids. And right now 
bromine is very tight". 

In sum, the domestic industry is in an excellent state of 

economic health and is well poised to benefit from the antici­
pated surge in demand for brominated products attributable both 
to current and newly developing applications. 
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Thi~ industry has organized itself into -an efficient and 

vocal entity, but it is difficult to imagine an industry less 
deserving of special deference. 
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We hope to be in a position for you and Peres to sign a 

declaration on the Free Trade Area Agreement that is nearly 

concluded between the United States and Israel. This joint 

declaration would outline the general principles and 

objectives of the Free Trade Area and instruct negotiators 

from both sides to finalize their negotiations in the very 

near future. 

We expect to have congressional authority this week to 

enter into the Free Trade Area Agreement with Israel. 

However, under current domestic law, before you can sign the 

actual agreement, Congress must receive a 90-day prior notice 

of intent. This issue will be included in your pre-brief for 

the Peres visit. 



Declaration on Free Trade Are a Agreement 
Between the 

United States of America and Israel 

In accordance with discussions concluded between the President 
of the United States and the Prime Minister of Israel on November 
29, 1983, the United States and Israel, 

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

Determined to strengthen and develop the economic 
relations between them for their mutual benefit; 

Wishing to contribute to the harmonious development 
of world trade; 

Wishing to establish reciprocal free trade between 
the two nations through the removal of trade barriers; 

have entered into negotiations to establish a Free Trade Area 
between the two nations. Such Free Trade Area, when concluded, 
shall, inter alia 

,-

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

provide for the elimination of duties and other restrictive 
regulations of commerce on substantially all the trade 
between the two nations; 

create a forum through a Joint Committee where representa­
tives of both nations will meet on a regular basis 
to discuss bilateral trade issues and thereby promote 
a closer relationship between the United States and 
Israel; 

eliminate export subsidies in accordance with the 
GATT Agreement on Interpretation and Application of 
Articles VI, XVI and XXIII (the Subsidies Code); 

eliminate any trade-related performance requirements 
imposed on each other's nationals; 

the mutual obligations of the United States 
and Israel with respect to intellectual property rights; 

establish rules of origin to ensure that duty-free 
treatmen t is accorded only to good s originati ng in 
either the United States or Israel and provide that 
U.S. and Israeli customs authorities shall assist 



one another in implementing and enforcing the rules 
of origin; 

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

establish notification and consultation procedures, 
and a procedure for the settlement of disputes arising 
within the context of the agreement. 

Therefore, to accomplish these objectives, the President 
of the United States and the Prime Minister of Israel agree 
to instruct their negotiators to begin the final phase of the 
Free Trade Area negotiations next week. 

The date of signature of the instrument establishing the 
Free Trade Area shall be subject to the domestic legal requirements 
of each signatory. 

In Witness Whereof the President of the United States of 
America and the Prime Minister of Israel have signed the present 
Declaration. 

Ronald Reagan 
President of the United States 

Shimon Peres 
Prime Minister of Israel 



Draft Presidential Remarks 

U.S. - Israel Free Trade Area 

Prime Minister Peres and I have just taken an historic step. 

We have [agreed] [signed a Declaration] to commit/committing 

our two governments to conclude negotiations on the establishment 

of a free trade area between the United States and Israel. 

This agreement is the first of its kind for the United States. 

We have an unwavering commitment to Israel 1 s security and economic 

well-being. Right now, our friends in Israel are facing a genuine 

challenge as they try to restore their economy to ful l health. 

One expression of U.S. support for Israel is our economic and 

military assistance, which this year will be given on an all-

grant basis for the first time. The United States is prepared 

to help in this way, but U.S. aiq alone, however generous, cannot 

remedy the situation . 

Israel is doing all that it can now to put its own economic 

house in order. But they need help from their friends to complete 

the p roc e ss. I srael's ability to expand its econ omy and help 

itself depe nds, i n la rge pa rt, on the d e gree to wh ich I srael's 

e x po r ts c a n enter other mar kets. A reciprocal free trade area 

bet~een ou r tw o coun t rie s ~ives I s ra e l t he maximum acce ss possible 

t o the U.S. marke t, whil e at the sas e ti me openi n g up the Is r a eli 



market comple tel y t , J~e ricar . .:::;:; ~:-ts . Tne ~g reement offer £ 

Israel the incentive to streamline its economy and guarantee 

that Israeli producers become as efficient and competitive as 

possible-

A free trade area between our two countries adds a new dimension 

to our bilateral economic relationship. Through this agreement, 

we will promote both countries' trade and investment interests 

and contribute to a more secure Israel. 

Last November, former Prime Minister Shamir and I discussed 

the possibility of establishing a reciprocal free trade area 

between the United States and Israel. Negotiations to accomplish 

such an agreement were undertaken by Ambassador Brock, the United 

States Trade Representative, beginning last January. 

It gives me great pleasure to announce today that great progress 

has been made to make the U.S. - Israel Free Trade Area a reality, 

and Prime Minister Peres and I have directed our negotiators 

to begin the final phase of the negotiations next week. 

Although the U.S. - Israel Free Trade Area will still be subject 

to Congressional rev iew, we both anti cipate that the agreement 

will be in force by early next yea r. This landma rk agr ee@e nt 

is a further reflection of the commonality of ideals, interests 

and objectives shared b~t~een the United States an d Israel. 
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October 3, 1984 

MEMORANDUM TO THE SECRETARY 

SUBJECT: Israel's Free Trade Area 

Bill Brock assures me that we can have a 
document for Prime Minister Peres and President 
Reagan to sign while the Prime Minister is here 
next Monday and Tuesday. 

The document would take the form of an 
agreement or an . MOU saying that, now that. Congress 
has authorized the FTA, we will proceed promptly 
to complete the agreement, and it will conform 
to the following principles, which then will be 
spelled out. Bill promised to send me a draft 
of such an MOU later this afternoon. 

I emphasized to Bill that you would be 
extremely pleased to learn this. 

w-
Allen Wallis 

DECLASSIFIED ~l:Dffii':PIM 
DECL: OADR 

~~~~~ 



OFFICE OF THE UNITED STATES 
TRADE REPRESENTATIVE 

EXECUTIVE OFFICE OF THE PRESIDENT 
WASHINGTON 

20506 

Attached for your review is the final version of the 
U.S.-Israel Declaration on the Free Trade Area Agreement 
for the President's signature on Tuesday. Also attached 
are draft Presidential remarks on the Free Trade Area for 
use after Tuesday's meeting with Prime Minister Peres. 
Please call Alix Platt, 395-7305, immediately, with com­
ments. 
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Declaration on Free Trade Area Agreement 
· Between the 

United States of America and Israel 

In accordance with discussions concluded between the President 
of the United States and the Prime Minister of Israel on November 
29, 1983, the United States and Israel, 

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

Determined to strengthen and develop the economic 
relations between them for their mutual benefit; 

Wishing to contribute to the harmonious development 
of world trade; 

Wishing to establish bilateral free trade through 
the removal of trade barriers; 

have entered into negotiations to establish a Free Trade Area 
between the two nations. The objectives of such Free Trade 
Area, when concluded, shall be to, inter .al.li 

be consistent with the obligations of the General 
Agreement on Tariffs and Trade, and provide for the 
elimination of duties and other restrictive regulations 
of commerce on substantially all the trade between 
the two nations over a ten-year period; 

create a forum through a Joint Committee where representa­
tives of both nations will meet on a regular basis 
to discuss bilateral trade issues and thereby promote 
a closer relationship between the United States and 
Israel; 

eliminate export subsidies, concurrent with the establish­
ment of the Free Trade Area, in accordance with the 
GATT Agreement on Interpretation and Application of 
Articles VI, XVI and XXIII (the Subsidies Code); 

eliminate any trade-related performance requirements 
imposed on each other's nationals; 

reaffirm the mutual obligations of the United States 
and Israel with respect to intellectual property rights; 

~ 
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establish rules of origin to ensure that duty-free 
treatment is accorded only to goods originating in 
either the United States or Israel and provide that 
u.s. and Israeli customs authorities shall assist 
one another in implementing and enforcing the rules 
of origin; 

establish appropriate safeguard mechanisms; notification 
and consultation procedures; and a procedure for the 
settlement of disputes arising within the context 
of the agreement. 

Therefore, to accomplish these objectives, the President 
of the United States and the Prime Minister of Israel agree 
to instruct their negotiators to begin the final phase of the 
Free Trade Area negotiations next week wit~ the intention of 
implementing the agreement early next year. 

The date of signature of the instrument establishing the 
Free Trade Area shall be subject to the domestic legal requirements 
of each signatory. 

In Witness Whereof the President of the United States of 
America and the Prime Minister of Israel have signed the present 
Declaration. 

Ronald Reagan 
President of the United States 

Shimon Peres 
Prime Minister of Israel 



Draft Presidential Remarks 

u.s. - Israel Free Trade Area 

f · 

Prime Minister Peres and I have just taken an historic step. 

We have [agreed] [s i gned a Declaration] to commit/committing 

our two governments to conclude negotiations on the establishment 

of a free trade area between the United States and Israel. 

This agreement is the first of its kind for the United States. 

we are not turning our backs on the multilateral trading system 

by negotiating this agreement. The United States is fully committed 

to that system, and we have undertaken these negotiations with 

Israel bearing our international obligations under the General 

Agreement on Tariffs and Trade in mind. This agreement will 

be completely consistent with those obligations. 

The United States has an unwavering commitment to Israel's security 

and economic well-being. I believe that a strong economy is 

the ultimate foundation on which a country's security must rest. 

Right now, Israel faces a genuine challenge in trying to restore 

its economy to full health. Israel's Government of National 

Unity under Prime Minister Peres' leadership is responding 

to this challenge with plans for a far-reaching economic recovery 

program. One expression of u.s. support for Israel during this 

difficult period is our economic and military assistance, which 
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this year will amount to $2.6 billion and be on an all-gt~nt 

basis for the first time. 

Another, perhaps better, way we can help ease Israel's adjustment 

burden is to increase Israel's economic self-sufficiency through 

expanded trade. Israel's ability to expand its economy and 

help itself depends, in large part, on the degree to which Israel's 

exports can enter other markets. A reciprocal free trade area 

between our two countries will provide Israel with an open u.s. 

market, while at the same time opening up the Israeli market 

completely to American exports. 

Our country has an economic stake in this agreement as well. 

For too long the world has been battered by the forces of protec­

tionism. World trade has slowed, economic growth has stagnated. 

We've all lost jobs, income, and opportunity. 

But today, our two nations are demonstrating to the world what 

can be achieved through cooperation and mutual effort. We are 

swinging the pendulum back toward job creation, increased trade, 

and open markets. This agreement allows the free enterprise 

system to operate as it was intended. It will encourage Israeli 

and American producers and workers to become as efficient and 

competitive as possible. In addition, it will foster greater 

investment in Israel and create growth without addin.g to inflation. 



1. 

Last November, former Prime Minister Shamir and I discussed 

the possibility of establishing a reciprocal free trade area 

between the United States and Israel. Negotiations to accomplish 

such an agreement were undertaken by Ambassador Brock, the United 

States Trade Representative, beginning last January. 

It gives me great pleasure to announce today that considerable 

progress has been made to make the U.S. - Israel Free Trade 

Area a reality, and Prime Minister Peres and I have directed 

our negotiators to begin the final phase of the negotiations 

next week. 

The U.S. - Israel Free Trade Area will still be subject to 

C.Ongressional approval. The C.Ongress in an overwhelmingly favorable 

vote recently has provided the authority for concluding our 

negotiations. Therefore, we both anticipate that the agreement 

can be in force by early next year. This landmark : agreement 

is a further reflection of t;.he commonality of ideals, . interests 

and objectives shared between the United States and Israel. 
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