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1. THE «'SRAEL#S NEVER THOUGHT K:ING HUSSElWN COULD PERSUADE ARAFAT
TO MAKE THE CONCESS|ONS NECESSARY FOR NEGOT::ATHONS. BUT THE MANNER
OF HI:S BREAK W.iTH THE PLO «{N FEBRUARY TOOK THEM BY SURPR::SE.
“SRAEL:IS ARE D.sSTURBED BY WHAT THEY SEE AS THE K«WNG'S INEPT.ITUDE
N HANDL#'NG H1S RELATHONS W:ITH THE WEST BANK ARABS, BUT WlidLL
COOPERATE Wﬁ?iiHJS NEW STRATEGY OF DEVELOP.NG AN ALTERNATIVE

W NDIGENOUS LEADERSH:# WH:(CH SU{TS THEM WELL. THEY CONS/IDER THIS

A VERY LONG TERM AlM, BUT TO SOME PARTH#CULARLY THE HARDL:INERS,

THE HIATUS :IS WELCOME AVERT:NG THE NEED FOR PA.JNFUL Dqu%tgpS ON
THE WEST BANK.

OCCUPMED TERRITORIES

2. SRAELIS SEE VERY CLEARLY THE DILEMMAS POSED BY ANNEXATION/
RETENTHON OF THE WEST BANK AND GAZA AND THE CONFLUCTANG DEMANDS OF
"SECURITY, JEWISHNESS AND DEMOCRACY. MANY THINKING [TSRAELIS FEAR
THAT THE CONTINUED OCCUPAT-ION +IS BRUTALISING THEIR SOCIETY. BUT

NO CONCEIVABLE /ISRAEL: GOVERNMENT SEES THE WEST BANK AS HAV-ING AN

EXCLUSIVELY ARAB FUTURE (AND THERE 1S A NAT/IONAL CONSENSUS ON

RETAINJING JERUSALEM). EVEN LABOUR DOVES ARE RELATIVELY HAWK|SH
p—— i ety ———

N OUR TERMS. LABOUR'S OFF.iCJAL POSIHTION 5 TO RETAIN CONTROL OVER

SPEC:FED KEY SECURITY AREAS OF THE WEST BANK AND TO STRENGTHEN

JEW:ISH _SETTIEMENTS uN THOSE AREAS. THE POSSIBILITY OF COMPLETE
WITHDRAWAL FROM GAZA (N THE R GHT CI.RCUMSTANCES 'S OPEN UNDER THE
PLATFORM ADOPTED #N 1986.

S

3, THE STATUS QUO SWITS L.4KUD. THERE (S NO PROSPECT THAT THEY
WOULD MOVE TOWARDS EARLY ANNEXAT:'ON OF THE WEST BANK S.NCE THIS
WOULD MEAN FAC:NG Bil TTERLY CONTROVERS:AL DECIS.I'ONS OVER THE STATUS
OF THE ARAB ¢/NHABITANTS WITH NO PARTIICULAR GAIN. TO GIVE ARAB
POL{TICAL RIGHTS WOULD FOR DEMOGRAPHIC REASONS R:ISK THE SURVIVAL OF
A JEW.ISH MAJORATY «IN tISRAEL BEYOND THE END OF TﬁTg—CENTURY. T0
DEPRIIVE THEM OF POL{THCAL RIGHTS WOULD BE A NEGATHON OF THE
DEMOCRAT:C PRUNC:IPLES ON WHICH THE STATE OF |SRAEL WAS BUILT, AND
DiVi&HVE BOTH HERE AND :IN THE D.JASPORA.

————_ ———————

SYR:|A

4, ISRAEL/I:S REGARD ASSAD AS THE:(R MOST «MPLACABLE ENEMY, BUT A
COOL HEADED ONE. THEY DO NOT BEL#EVE HE +S (INTERESTED {:N NEGOT-
[iAT:-ONS FOR A PEACE SETTLEMENT AT PRESENT, THOUGH THE DOOR SHOULD
BE OPEN FOR H.IM AT ANY CONFERENCE. BUT THE RECENT (INCREASING
EVIDENCE OF SYRIAN SUPPORT FOR TERROR:ISM WORR:{ES THEM AS EV:DENCE
OF A LESS PREDJICATBLE SYRWAN LEADERSHIP.
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5. N SOUTH LEQNON, CURRENTLY THE MOST L:dKELY FLASHPOUNT, THE

i .SRAEL{S HAVE BEEN SEEKiNG TO #INHIBIT ANY SYR-<AN MOVE SOUTHWARD.
TENSHON HAS SUBSiDED, AND THOUGH :ISRAEL< STRJ4KES CANNOT

BE RULED OUT, THEY WiLL AVOID :IF THEY CAN BEING DRAWN {iNTO PROLONGED
MILITARY OPERAT:IONS.

&

LEBANON

6. TH4S 1S NO LONGER A MAJOR +SSUE N DOMESTIC POLIT:CS. THERE S
A PRACT:CAL ARGUMENT ABOUT THE BEST TACTHCS FOR SECURMTY THE
NORTHERN BORDER, AND SOME D.SCUSS:/ON OF, BUT NO REAL PPOGRESS
TOWARDS, COMPLETE WITHDRAWAL TO THE»INTERNATiONAL BORDER. T RABIN'S
VOICE S DECISIVE HERE AND, AGAJN, PERCEPTIONS OF SECURITY (LNTERESTS
ARE PARAMOUNT.
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EGYPT

7. PERES PUTS GREAT «MPORTANCE ON :IMPROVING BJLATERAL RELAT:IONS
BUT A SOLUTION ON ARBITRAT/ON OVER TABA REMAINS ELUSIVE, AND THIS
PREVENTS A SUMMIT WITH MUBARAK AND THE ARR.IVAL OF AN EGYPTi-AN
AMBASSADOR. THE iI:SRAEL:IS ARE :IN NO DOUBT OF THE :MPORTANCE OF THE
BILATERAL RELAT:-ONSH.IP AND TAKE MUBARAK SERIOQUSLY. THEY ARE
CONCERNED FOR THE STABILITY OF H:iS REGIME N :/TS CURRENT ECONOMI{C
DISTRESS (ONE REASON WHY PERES IS SERtQUS IN HIS PROPOSALS FOR A
REGIONAL "UARSHALL PLAN")

e e———

DOMESTC ECONOMY

8. THE LAST YEAR HAS SEEN SOME MAJOR SUCCESSES +N THE GOVERNMENT'S
BI~PARTISAN AUSTERITY MEASURES (PRICE FREEZE, STRICT WAGE CONTROL,
CONTROL OF .RATE OF EXCHANGE AGAINST THE U.S. DOLLAR AND FORE/IGN
CURRENCY TRANSFER RESTRIUCTIONS). INFLATION IS DOWN TO DOUBLE
FAGURES AND STILL DROPPING FROM OVER 40D PER CENT PER ANNUM AT

THE END OF 1984. WAGES HAVE BEEN REDUCED I REAL TERMS BY 20

PER CENT. BALANCE OF PAYMENTS AND FORE:GN RESERVES HAVE /IMPROVED
(LARGELY THANKS TO U.S. AID, THOUGH THE FALL IN OIL PRICES AND
EUROPEAN CURRENCY MOVEMENTS HAVE HELPED). BUT THE ECONOMY IS
STIAL STAGNANT AND HEAVILY DEPENDENT ON U.S. AID (OVER & BJLLION
DOLLARS /N FY 1986). NTEREST RATES i‘f=ﬁ'ﬁﬁ"ho PER CENT PER
MONTH) , INVESTMENT LOVW, AND SENSITIVE AREAS AS LIKE AGRICULTURE
'Fiffr—ﬁcpElg?ﬁgzﬁfg;]CULTY AN FINDING AND HOLDING MARKETS. THE
PROSPECT (S FOR CONTINUED AUSTERITY THOUGH BOTH PARTIES ARE LOOKING
FOR ELECTIONEERING OPPORTUNITIES. e
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