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Balance of Payments Proposal

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

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.

»

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.
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U.S.~-ISRAEL FREE TRADE AREA
PREPARATIONS FOR THE JULY 9-13 NEGOTIATIONS

PROBLEM .

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 negotiations with Israel
on the free trade area during the week of July 9. The issues
are:

Balance of Payme~*+s Provision
Product Coverage

Staging Pr~nosal

Safeguards

Export Subsidies -
Agricultural Subsidies V
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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INFANT INDUSTRY PROVISION
al under the GATT to have an infant industry provision
. agreement until the agreement is fully implemented.
lis have asked for snch a nravieinn Mha MDDA ~hawyg
if #bﬂg """"‘“nny'lﬂ { E
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tariffs on certain products of new industries afte:
e consultation. The EC tells us that the provisior
reen abused, and that Israel has used it only a few
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 -bi i iliati
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 U.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.

The TPSC suggests that the TPRG may wish to review this
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MEMORANDUM

AR S

The attached 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 1s a vital element to the success of any export program
and this 1s 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 consumption of
bromine and brominated products occurs in the United States.
Though the 1Israeli 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 access 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 1iIntermediates 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
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
Istraeli 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



that, based upon present capacity utilization rates in the
domestic industry, and the threat of continued decline in
domestic consumption of ethylene dibromide, 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, an 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
earningé 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 50% 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

—
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A PROGRESS REPORT
B PN e y T
For the Six Months
Ended June 30, 1984
Great Lakes
Chemical Corporation
TO THE STOCKHOLDERS July 27, 198
Adding to the excellent gains posted in the first three All key business segments clpcmw
months of 1984, both revenues and cearrings for the setting growth: fire control cheMygals topped théirambi-

second quarter again soared to all-time highs. This per-
formance marks the sixth consccutive quarter of record
operating earmings.

Revenues were $74,172,000 for the 1984 second quar-
tef, up 35.4 percent from the $54,764,000 recorded for
thie corresponding quarter of last year. Net income for
‘the quarter surged 8.5 percent to $8,890,000, or $.60
pershase, versus the $5,503,000, or $.38 pershare,
posted in the second quarter of 1983.

For the fitst six moenths of this year, revenues rose 42. l
percent to $141,896,000, compared to $99,873,000 for
the first half of last year. Earnings for the period leapéed

“to $16,897,000, or $1.13 per share, which were 72.9
percent above the $9,773,000, or .67 per share, eamned
in the first six months of 1983.

tious goals; international revenues Stayed suong; better
market conditions bolstered oilfield products volumc

. and margins; demand for agricultural products, par- .

ticulasty metaphenoxybenzaldehyde, far excceded-ous
expectations; and, two major domestic subsidiaries—
E/M Lubricants and Hydrotcch—surpassc.d last vear’s
performance by wide margins.

"Recent Events

B On Junc 18, 1984, the Board of Directors declared a
regular quarterly dividend of $.09 per share. The divi-
dend is payable on July 30, 1984, to the holders of record
on July 1, 1984. The current indicated annual dividend is
28 perecot above the $.30 per share paid in 1983,
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R Imporant signals fsiom both domessic and world-
marketplaces indicate that the decade-long over-

-4y of elemental brominc is finally neaning anend as
“emand sppreaches the imdustny’s effective upacm
This improving supply-d d reladionship d
with significant increases in key nw matcnal costs, is
excrting and lhould €ONLINUC 1o exert upnurd pricing
pressurc on b and bromi
~ompounds.

& Moving o incfease capacity and open doors to new,
spegialty chemical manufacturing opportunities. the
{.ompany puschased the Newport, Tenaessee, produc-
::on facility of Svnzex Chemicals, Inc. in Junc, 1984,
This modem. efficicnt and versaule plant. s welisuived
{21 the manufagture of brominated and non-brominated

@ Boosted by sales from their new line of proprictary
equipment, revenucs and carnings of Inland Specialty
Chemical Corporation eontinuc their upward trend. The
three now equipment systems, designed to help printed
circuit board manufacturers improve cfflucnt quatiny, are
promising complcments to Inland's primary activites in
clecrronwes chemicals.

8 After many months of careful cvaluation and swidy,
U bave recently implemented an organizational restruc-
tunng plan designed to support the Company’s
ambitious growth and proht goals. The new structure
will more precisely focus resousces on key business
segments; more cfficiendly coordinate our worldwide
acuvitics; and, provide advancement opportunities for

ad - . - - -

Asan intcgral part of the plan, Dr. lohn £. 1 -4~ Vins
Prcsident. Corporate Terhnnios s, Robert B. McDoaald,
Vice President, Engincenng, Wayne R. Merriman, Vice
President, Intcrntionul, and Norman L, Riuer. Sccre-
tary and Treasueer, hawc also assumed additionat
responsibilitics. s

Outlook
The major events of the past few months, capped by

thg outstandiny, resalts of the second quarten have

fucther enhanced our slready strong position, We look

L ..:a-u 1o the second haif of the )cir with enthusiasm
and deteemination 1o make 1984 another banncr year for
Gzcz( l.akcs. . .

Rcspccd'uuy ‘submitted,

Enferson Kampen -
Plesadcm and Chcf Exccutive Oﬂ’mcr
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GONSOLIDATED BALANCE SHEETS

top-performing executives. (shousands of doltai.} Lt :
oroducts, including Hame retardants, agricultural and As an important part of the reorganization, Allen W. © IR T ~ - - ‘ - .
cnarmaccutical intermediates and other fine chemicals.  Smith, 56, was promored to Group Vice President. A 12- oo ~» 0. 1
Purchascd at a fracuon of its replacement cost, the vear veieran of the Company, Me. Smith will be workmg : . e Junc 30. l984 December 31. 1983 June 3,0' ! 183.
faciiity will be used initfally 1o make material which will  closcly with me to guide the C vy into new b Assets : [ #
oc supplied to Syntex under a fong-term agreementand  arcas and will continue managing the activities of certain Current assets . 3 ¢55 $ 90,369 $ 76,736
sclected flame reardanes. The capabilities of the New-  subsidianes. ) \Plantand cqu'P‘“‘m S ameEe L PIATi l:jj,§42 e - LS s L 15646
port plant gre thus an excellent adjunct to our principal Further consolidating ceruain other functions, B.G. Excess of investments over net - [T
manufacturing operations at EV Dosado, Arkansas, and McGuire and Bob G. Tibbetts have both been clected to asscrs of subsidiaries acquired “'9.po7’ e ,‘_..9,_[24“, e, e W23
will launch us into new segments of the autractive, chem-  Senior Vice President positions. Mr. McGuire, 53, wili Otherassets . ... - wid 19,793 6,136 . "4 3’8
‘cal intermediates market. add corporate engineering 10 his current msp%nsbili(ics - 7 $250, 697 5277 040 ‘205'944
for manufacturing and related activities. Me. Tibberts, ST T TR ; S
8 As described in oue hs( quartery report, the Federal 46, will expand his marketing and business management h;hhnes;nd S!ock_holden Equﬂy_‘ g i N , 41 56! e , 39.513 »” " $ 29,107
Trade Commission, early this year, plovisionally ap- duties 10 encompass worldwide direction for fire control Current fiabilitics” - . < owlesg r 25008 TR T
~roved 2 Consent Ordex terminating its Administrative chemicals, agricultural products, and specialtics. lﬁc‘";g""m d‘b“l less-current portion g - 22841 ez~ 14187
“roceeding regarding our mid-1981 acquisition of cerain In additon, two new corporate Vice Presidents werc My crred federal income taxes © frez - 307 T TYon
>romine-related assets fsom Northwest Industrics. De-  appointed. William P. Blake, 42, Vice President, Special- . Minoricy interests - RN D SS9 141,410 26598
wils ieading wo final approval were completed in Mayand  ties and Flame Retardants, will provide sales and busi-  Stockholders’ cquity — At 128,
“e settlement agscement is now inplace, precisclyasit  ness direction for these two important product lincs. 2> _{ $250.697 $227.,040 $205,944
25 initiaHy approved. This action bnngsa-tlcomc Lowell C. Horwedel, 1, in addition «w bis ibili VB e Zeent aree s s
_wd tughly sausfactory cnd 10 an expensive, time ucs as President of our E/M Lubncants subsndun will e . . R
“nsaming, legal procedure, serve as Corporate Vice President.
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on 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 entire 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. 1In 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)




EPA's most recent ban * * * yxill 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.



This industry has organized itself into an efficient and \
vocal entity, but 1t is difficult to imagine an industry less

deserving of special deference.



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.

/4 I



Declaration on Free Traae ~rea 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;

_ 1 ve e
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
n each other's nationals;

t the mutual obligations of the United States
anu i1oracl with respect to intellectual property rights;

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;

- allow either side to impose safequard 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 reguirements
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'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 full 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 1is prepared
to help in this way, but U.S. aid 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 process. 1Israel's ability to expand its econcmy and help

[aF

™

itself

f=

{

-nds, in larce part, on the degree to which Israel's

exports can enter other markets. A reciprocal free trade area
betwveen cur two countries cives Israel the maximum access possible

to the U.S. mearret, while &t the sare time orpeninc up the Isreaelid



market conpletel: ¢ -ericar <, tL. tne ogreement offerc
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 Concgressional review, we both anticipate that the agreement
will be in force by early next year. This landmark agreement
is a further reflection of the commonality of ideals, interests

ané objectives chared betiveen the United States and Israel.
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UNDER SECRETARY OF STATE 8427511
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October 3, 1984

DIST: CONF TIAL
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P MEMORANDUM TO THE SECRETARY

E

s/p .

N?A SUBJECT: Israel's Free Trade Area

s/s

S/s-1

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.

Allen Wallis

nEar DECLASSIFED
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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.



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 alia

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;



- 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 with 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

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 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 Israef's security
and economic well-being. I believe that a strong économy 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



this year will amount to $2.6 billion and be on an all-grant

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. 1Israel'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. 1In addition, it will foster greater

investment in Israel and create growth without adding to inflation.



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
Congressional approval. The Congress 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 the commonality of ideals, interests

and objectives shared between the United States and Israel.
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