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President Sadat .
~Foreign Minister Ismail Fahrn!. . o —— e

Hassan Kamil, Chief; Office of. the Pres:.dent T
_Minister of Economy Sayih .- . JELT e l '
Ambassador ‘Ashraf Ghorbal-' T R LT

President; I k.now that the Congressmen and Senators who came to cene e

. dinner last night enJoyed their chance to talk with you. It helped them ..~

: " . to see the special circumstances that Egypt finds: itself in. . We ‘tend

" to think of Egypt only in relationship to Israel, but you helped to -

explain the problems that you also face in Africa- and with- countries. .

‘like Ethiopia. I think it was helpful for the Congressmen to understand
your position more completely. Co T T -
One quest:.on that Congress has raised is the degree of use that you
have made of the aid authorizations in the past. Thus far, only small-
amounts of aid have actually been used. We would 111ce to help you
“with this problem, . N
Secretary Vance We talked about this. yesterday. President Sadat.-
explained that he has established.a special authority under the Pru-ne

- Minister to deal w1th this, and we will iollow it on our end as.well
through Roy Atherton O
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President: I invited AID Director Gilligan to the dmner 1ast mght
so that you might have a chance to meet with him. He is a good )
administrator and was Governor of Ohio and a Member of Congress.
He is a good man and will be able to help you to work out any ‘

- administrative problems that you are having with the aid program.

Minister Sayih: It is true that we have been laégi.rig,_ in our use é;:f AID
and World Bank funds. 'There are several reasons. Somé havé to.do
with bureaucratic procedures. I have seen Mr. Nooter of AID and he
will help to identify bottlenecks:  We wi)l do this during the present’
month. We also ha,ve-ra'scarcity of local currency. - We have déalt
with this in several ways, including comrnodity loans. We want to
reduce inflationary pressures so we try to genérate local currency
from commodity sales. We are also in contact with Arab courﬁ:ries‘

- for balance of payments support. 'We have received about $1. 5 billion. .

I will try to stay on here for 2 few days to finish up my talks. -

We also have_ a problem' of inad_equate 'construction capacit’y 'I‘Ins is -

a bottleneck for our economic developfent. - We only have a.bout 40

percent of what we need. Iam 1nc1udmg construction in the areas that
are open for foreign investment. We are trying to attract construchcm

industries to Egypt. We have had cases where hotels have rena.med

unfinished for as long as seven years. But we are now trying to move in
new directions. We will have an agency here in Washmgton to: help

work out the problems &

President: On another item, I would like to dxscuss ways of encour-.:-‘
aging American business to invest in Egypt Many of our corporatzon
executives see Egypt as a good place to invest. .If you could 11berallze

* your boycott against Israel, it would help. : Ford and Coca. Cola. have-

talked to me personally about investing in Egypt. ‘I have no dxrect
interest in the matter. But while I was Governor, I spent a great deal
of time trying to get people to come to.my State to invest..- Maybe you.
could also make it easier for investors to come to Egypt. 1 knfow that -

. Mr. Austin of Coca Cola would like to expand his ‘op‘erati'ons.iﬁiéyour
) country. + Maybe there are some construction firms as, WeII. e

Mlmster Sayih: We are trymg to encourage Amencan firms to come

to Egypt. We have established a business council here in New: York

We are. trying to direct investment.to Egypt. Recently our mvestment '
authority approved several U. S. .applications--Goodyear, Umo:n Carbu.e
and Xerox. We have also received some applications’ from.corj;xpanx_es‘”~

: : : Lo !
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on the boycott list. And they have been approved, condlt).ona.l upon '
getting them removed from the boycott list, Cota Cola is in th).s )
category, but they may be ea51er to deal WLth than some, ¥

Foreign Minister Fahmi: Coca Cola is the most difﬁcult Fo'fd is
easier. Xerox is no problem, since it is not on the list. I cannot
get Coca Cola off the boycott list, but they can work in EO’y‘pt none-—
‘ theless ) - - . do '

Presxdent Why not Smely get rid of the list en1:1rely">

Foreign Ml_mster Fahmi: I can't. When the Ara.'bs discuss the 1).st R

‘they engage in auctioneering. . It would be a waste of my time to try-

to get the list dropped. Our pollcy‘ is that we will allow any senous

‘investment to come into Egypt. I don't worry about the 11st I have -
: -permanent instructions: from Presuient Sadat on th1s. T o

L

President: It is not sigriificant 6 us whether Ford or Cc‘ma Co_i,e. )
invests in Egypt. But I thought it might be-of help to you.- Last night,
Secretary of Commerce Kreps came to the dmner It might be good -
for Munster ‘Sayih to talk w1th he:r:. ' I . e

Forexgn Mlmster‘- Fahmx She could also come to Calro.

President; Having a r‘elatlons'hl.p 'w1.i‘:h'the Department of Comriuérce
'is a good idea.. W’hat has your expenence been with the World" Bank’f‘

Mlmster Sayih: President Sadat ha.s been f1rm on économic reforms
This means achxevmg both internal and external balances, Internally, _
we have tried to reduce our def1c1t Th:.s helps to end mﬂatlonary
‘pressures, . . : T

Pres‘ident: 'We have-the s‘arxie problem. I

. Ll 3
M1n1ster Saylh 'I‘he problems we faced in January were caused by
trying to reduce our deficit and reduce inflation. We went a.long with
this policy to the inaximum extent. The Egyptian budget has four .-
components. To ‘achieve balance, we could cut investment,. whi.ch in-

a country growing at 2.6 percent per year is ‘not feasible. Oriwe could
cut on defense, but-that involves our security and we can't take rlsks

- there. Or we could cut ocur foreign debt service payments, but ‘then our

-creditors will lose confidence in us. Fmally, we. could cut expendltures .
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. .economic development plan through 1980.
.'in foreign exchange costs. But since Egypt also has a low rate of .7 %
savings and very high rate of consumption, we. w:.ll.need more than just.__ 1.

’ prov1des a.bout $250 million per year on the average

and cut subsidies.: Sub51d1es by their nature are mflatlona.ry. K
Egypt already has scarcity pricing in the country. We have none-
theless succeeded in reducing the deficit to 100 mllllon pounds
That deals with our mternal balance . -

Our external balance is another problem. We need e;{tern-e.l bél‘ance '
of payments support. We have a large debt, 32 to $3 billion in’

.-obligations due. We either get cash or commodity credits to'cover’ ..
these payments. We are now working on this. We have received
$250 million from the Arabs already, and guarantees for $25Q‘;milli6n .

more. We will get $2 billioxn in 2ll. We also get commercial _eredits
from you, from the Germans, from the French and others.- We will
need continued balance of payments support. The Arabs and the
Israelis since 1948 -have spent over $150 billion on arms, 2ll of us
together, Egypt alone spent nearly $40 billion on arms since 1967.
This is our problem. Think of what could have been done for %
economic development in the area with this mOney; -' S S .

We cannot have growth without a plan, 'so we have a $20 b11110n~ .
$7 billion will be reguired

the $7 billion to cover the foreign exchange costs. ’ " World Bank and "
AID and other-countriés will: have to help as well. ‘I‘he World Bank

1 saw Secretary Blumenthal and he talked of t:he U.s. poll.cy of ;
shifting. loans from the World Bank to IDA. We need that. Wé.cannot-

pay high interest rates,
and therefore we entered an agreement with the IMF. ~This will help

" us to get the. $1. 5 billion that. we need,: especially from the Arabs.

Your investment aid has been very useful. Ainerican aid falls into

three categories: commodity aid, technical aid, and investmeént aid.
This has been very helpful to us.and we are very grateful. Next to
security, development is the most important problem we face.' In'. - .

May, a consultative group, a club of friends of Egypt, will meet and .."

we want them to work with us to push for economic growth. [ They will
meet on May 10, 11 and 12. The U.S. is a participant. The idea
there is two-fold. One point is to assure us that the economic plahn

will.be implemented. We don't ask for a guarantee, but we want

- help to push the development plan. We are convinced.that it is. a2 good _
plan. .The participants are the Gulf States, the U. S.., Germany, France,
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and others. We hope the U.S. can help by saying that the plan 1s 2
good and that we will be able to assure Egypt of the same level” of
aid through 1980 that we have been providing. If wé cannot be *
assured of the necessary financing, it will be hard to go throudh
with the plan. We need assurances of balance of payments aid’
through the next few years. :

Premdent Are there any pomts you wish to raxse Presuient Sadat'? :

President Sadat: 1 had a good talk'with the Secretary of. Defense
about arms. "I gave him a list!” As I said yesterday, this matter has
political implications. -The Soviet Union feels that it has put me in

a tight positioni. I can get nothing from anywhere. The Sow.ete_ are

: trying to make an'example of me to others. Those who do not'fgo with -

the Soviet Union cannot get anything. I have just lately dxscovered
that my policy of diversifying my sources of arms supply' has’ very
greatly angered the Soviets, more than the termination of the treaty

. and the .expulsion of the Soviet advisors in 1972, This made them Co
very furious. Arms supply'is their lever over me. It was the Sameé’
with President Asad last year. But it becan with me since: Henxy
:K1ssu1ger came in November 1973 to start the peace process..:I am

"'in a peculiar situation. -Israel has replaced all the arms it los¥ in - '- E L

. the war, and this was done even before the ceasefire of October 22nd.
For three or four years after that, Israel ha's: ‘got-more arms. < The
same is true for Syria through the Soviet Union:- Even before 1;he .

. ceasefire they replaced their arms, .and they are gettirig more,’ except

for the pause during the crisis with the Soviets over Lebanon. [ But. .
.the Soviets have returned again, ‘and Asad is going to Moscow.: Asad

got more than I did, Egypt is thus in a peculiar position. Peace and " -’

war are decided in Egypt, not in Syria or Jordan, ‘I have not gotten
.anything-at all, Brezhnev promised to come in January 1975, but then
he cancelled, and after that they sent'part of what was due.in'1973 .

and 1974, This was to make up for Brezhnev's not coming: But there R

has been a complete ban on.spare parts. I sent'175 MIG-21 engines -
to the Soviet Union, and recently they returned 50. But theywere
not the type that we need. This is the position I find myself in. 1

"~have tried. my best to get Mirage aircraft from France.  But’ even until

now, ILhave not been able to repl-ace all of my losses.-- e

The other branches of my armed forces are better off. than the air force
. We didn't lose much in the October War, Syria lost 1,200 tanks in -
one day; but all of my losses were only, 500 tanks in the Octobér War.
3, 000 tanks were'lost on all fronts, S0 Israel and Syria together lost -
2 500 tanks. 2 -

%&R—F—T/ SENSITIVE /XGDS

PR U RS RCER-SP Y

NP

JRP I



http:level''.of

‘—;QQP—SE-GE—B:E/SENSI'I‘_IVE/XGDS T =16 -

I have asked.for'the F-5E, It.is.time that my air force shou'lii-.’f.urn
completely western.” By degrees, -the other parts of my armediforces.
will also turn to the West. This has political significance, "added to .

the fact that I need to have a ready defensive iorce for whatever ha.ppens.w,
As I told the Secretary of Defense today; when talking about the F-5E,

if it is compared to what Israel has--the F-4, the F-15, and others-——;t

is just a tenth-rate plane. - I need it only for its.purely defensive
capability. It is not only for anpt but also for Sudan. The Sovxets

are pouring arms into Ethiopia. I will not hesitate to.face the problem :
‘on my borders, But I need the F-5E. Militarily speakmcr--and you are -
a mlhtary man--the bulk of my air force is the MIG-17. But they are
almost all out of action. I sent their engines to the Soviet Union for
overhaul. Foreign Minister Fahmi told them that they had confiscated - .
our property, and we had a big quarrel. My difference. with Brezhnev 1n
1972 was partly over his promises on military aid and on overhaul of
our equipment. I told him that it cannot-be done 5, 000.miles awa.y in

." the Soviet Unlomn. - The Soviets promised to help, but they have :not

fulfilled their promise. As I said last night, I do not want to riise side
.issues here. The main issue is peace; to tTy to contentrate on’ peace
this year. “That will solve my problems, becausg then:it will be ea.smr
to get what I need. I told Secrétary Brown. that I will be dlsappomted
if the peace talks and the F-5E are linked:  But I know your Gongress '
here, and maybe they are not ready. - The. Z1omst lobby is very " _
angry at me,” They have ascribed more efficiency to the F-5E- than it -
really has. It is used in Jordan, Saudi Arabia, .Iran, and Morocco.._m
As Itold you, I do not want side issues and I do not want to leave. the
-main issue of peace, but I do need this for my air force.. If it could
. be arranged for the time being from Saudi Arabia or Iran, or both,
that would be satisfactory. If they get the green lxght from you, they
.will give me the plane., ‘Until we reach a phase whére we can go to
Congress, this ma.y be the best way I leave 1t to you. S
3 . . '.,'-,; :
President: I understand.

.President Sadat: I shall always be prefefring not to raise battlés

that we might lose in Congress while we are trying to concentrate on
the main issue. All these efforts with Congress will try 'your patlence.
It is not easy for the Israelxs to adhere to reason w1thout u‘nposxng

condltxons .

TOP $EGRET/SENSITIVE /XGDS S



http:while.we
http:disapli;oint.ea
http:defensi.Je

President: You have analyzed our political situation well. I afnh |
very hopeful that we could go to Congress on military aid dixjee;'tly )
to-Egypt to help you defend yourself, and to help in Zaire and in
Sudan. The C-130s-were controversial last year, but they would )
not be such a problem now. ! understand that some of your MIGs

- are being overhauled by the British. GE also has a capab111ty
to do this. .

¥

President Sadat: We need it. : .

President: That would not be difficult either. -I am glad to seéé -
your relationship with France, "I don't know whether the Mirage
is the equivalent of the F-5E. - . ' -

President Sadat: It is more advanced. ' It equals the F-4. B'ut‘
the F-5 is not an important plane. It won't change the balance wof
. power. Israel has the F-4 and the F- 15 :

Tl
TR

President: I assume the Secretary of Defense had a goed talk :zvith =
you. I don 't know what the total amount of your needs is; but the _
’ =Secretary of Defense and the Secretary of State can work on thl.s. '

Presxdent Sadat He promxsed some Ltems, sub_]ect fo your approval

.|, .

Pre51dent L know. I dlscussed it before you met wrth him. What
" .is the status of your air forcé now? What 1s its rea.dmess" A;-e your
MIG-17s -and 21s in good shape‘? - ' L o
- . . ELEA
. President ‘Sadat: I'have tried with Rolls Royece.. They Have worked
for one year, but they are very slow. My people saw.that GE has
‘complete readiness to do anything. They were astounded They'
reported to me before I left for Washmcrton R

President: There is no problem. ' . - Lo

President Sadat:. Secretary Brown mentioned this. I said that I need -
t.. My situation with my air force is critical. . It is the only branch : - °
of my armed forces that needs so much help. The Soviets will not -
return the 120 engines that they have.  But China has been helpful. :
They have sent 30 MIG-17 engines at no cost. That is their way.
They have also sent spares. . )
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Dr. Brzezinski; Are these Chinese—éroduced?. : :
President Sadat; Yes. They make 2 MIG-17, but they give it §. .
Chinese name. They also make a MIG-21 with a Chinese name’, and
tanks as well, 3

S
i
'.
] . R B

Dr. Brzezinski: Are they the same q_uality?

President Sadat: Yes, except for the MIG-l‘J, thch they ha.ve
improved. It ha's a. longer range than the Soviet vers:.on. i

President: What do you need to help your .A.frica.n neigh’bors?' C-130s? -

[
N

President Sadat: C-130s are very urgeni.:.

President: How many do you have now? Iy

b

President Sadat: Six, or rnaybe seven.  We need G-130s and G:il4ls, ' -

. and military vehicles and armored cars. We also need TOWs,’ ground- Ry
to-ground missilés like the Katyusha; with a range of 10 kllometers,

and helicopters. Sudan is a subcontinent, with the western part rmuch
like Egypt, but the rest of the country is very dlf.ferent 'I‘hey' :need a’;

- great deal of communications equxpment 'I‘hey need’ ereless sets and

other commumca.txon items..
| IO

Président: 'I don't believe we will have problems with C-130s Iike . .. " )
we did last year. .That, plus communications equipment and HélicoPters
* could be sold on grounds that it will help you in Africa, and thdt it will -

not be a threat to Israel. . Congress, of course, fears your usmcr wea.pons

. to attack Israel. .If there were a fnendly regxme in. beya, youir

" situation would be easxer. SR . : B - ':!

Pres'rdent Sadat:. Yes.

Y1 N
. . . . ’!

President: We have been very concerned with Lib'y'a. If it were not-

for Cuba-and Libya, we would have a more peaceful world, We didn't

. have a chance to finish our d:.scussxon on Africa; Do you ha.ve somethmg
to add? . . : - : !

. Presidont Sadat: The Soviets now feel that they have a ree hand in- . .

. '~l

Africa. They are using Angola-.as 2. jumping off point. | j_":

:
, . 3
: o |

Prcvldcnt Now what do we do? . : o
i : - I
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President Sadat: I need arms, and I need advanced arms. .W}{_'{an I

hear that tanks are being used by the Katangese, T-54s and T-55s,
I know the Soviets are involved. .

President: We have no information on the use of tanks'in Ka.ta.zﬁ.ore. .

President Sadat: But the o rench haye their representatwes in
Zan'e and they have told me tlns is & fact. : :

Presxdent: We had that rep'ort also, bu.t we could not confirm 1t

President Sadat: My military mission left yebterday. They wié"[l.
arxive in Zaxre today and they can check o Y

-

.Pr'esident:' Will you let:us know? W111 you share your 1nformatwn
with us? We are trying to get more irformation now. .If Zaire:had *
some strong lea.dershlp, even Just a few leaders, maybe that would help.

x .

President Sadat: .That is true. If they could 1nﬂ1ct some heavy

casualties on the other side, it would create -a-new sp1r1t e 5.:

President; .I hope you will stay in close contact thh us and erh S -
France and with Moerocco. : : :

b

Preeldent Sadat Yes, I will ‘Especially after I get the inlforrri:etioii-_;-—.
-from my mlssmn, then we w1ll know what we need to do But‘..l':j‘:need e
C-130s. - o

Pres1dent Let us know what you have to send a.nd we w111 try to
help you. g :

*

' Mlmster Fahml' You may have some qov:.et equxpment tha.t you could

give us.” You could give it to us and we could give it to Zaire..f / -

Secretary Vance: We'll see.

Dr.- Brzezinski: Do you mean small arms? -

Minister Fahmi: Yes, a-n& MIG-le too.

Secretary Vance: Someone shoulcl talk to Mobutu and tell h1m to take
some of h:.s good troops out-of Kinshasha., ‘

—FOPr-SEGRET/SE NSI"I‘IVE / XGDS
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President Sadat: We w111 talk to him on this. Wé now have a 3omt
~committee with France My officers W1ll drrive there today a.nd they
will also meet with OfflCGI‘S from Zaire.

H
. e

President: Would Morocco join? ¢ I o o ‘

President Sadat: President Giscard._did not mention this. . He .
‘mentioned only cooperation with us. N

Presrdent The Secretary of State stopped in Belcr:.um on his way

to Moscow and talked about Zalre - . . ‘5__. -

..Dr. Brzezinski Excuse me. Is the joint committee with ‘_.E‘:c‘a’fxce '
pule.c knowledge? . .

President Sadat: No. - It is secret.

Secretary Vance- 1 stopped in Belgxum on the way to Moscow and saw .
their foreign mlmster in Paris on my return. - No. one knows about
‘the second meetxng The Belgians agree that they will supply-; ammuni -

tion, but they will not send any men. - They are very COncerned a.bout RN P

sending mercenaries. They fear that it would threaten the 20; 000
Belgian civilians now in Shaba, If the mercenaries are ‘white,  this’
would give an excuse for Cubans to fight on the other side. 'I‘he _
‘Belgians are in touch with Klng Hassan; He has agreed to sentl—

_ volunteers, in addition to a three-man mission. The Belglans want
to keep in touch with the rest of‘us who-are concerned with the problern _

. and we will try to concert our thmklng . T

" President: :We'v'e a]_.rea.dy sent some a.id. .WHe.t is thé' fuel sifﬁa]‘.ion?'
. Secretary-Vance: None has yet been sent, but it 1s not very urgent
- It will get there next week : o ]

o
W

Presxdent. We're concerned and we apprecxa.te your help

Secretary Vance: They need more 'rationS', and we can do‘ 1:hrsI ’

e

Dx. Brzezinski: W111 youx men be in Kmshashe cnly”

President Sadat: . Yes. But they will also see the s1tuat10n on ihe spot
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- President: We will try to share our CIA information with you;} and
.we hope you will also keep us informed. It is discouraging that
Mobutu's men won't fight. "They flee whenever they have the chance.

T
v

Minister Fahmi: He has changed his military commander.

President: I hope that it.will help. I appreciate very much the
talks that we have had, especxally the very enlightening chscus'.smn -
I had with you last night. I would like to share it with the Secreta.ry

" of State, We ivill devote our. Government's full efforts to the M:.ddle
East problem.. You know our special relationship to Israel, zhd there
is a limit to what we can get them to accept.- They look very far
ahead and they fear that an agreement on peace now which would .
depend on others would not be adequate as a permanent basis for
peace. What concerns them most, normalization,.is alsb your greatest

. concern, A defense pact between Israel and the United States would

give them security now, but in 20, ‘or-30, or 50 years, they could not
be sure, Your expressions to rhe on this have ‘been encouragmg
will keep your comments to me confidential, espec:.ally when T. meet

"~ with other Arab lea.ders. I will be very cautious. - . .. 5

- After May, we would 11ke to put together our analysxs of 0pt1ons
" and then discuss them frankly with you. Any moderation of sta‘tements
from Arafat and others, would be helpful. Concerning dlrect._;;optact
with Arafat, we. will have to face this at some point. We have'not yet.

" I made one comment on the Palestinians and I shook hands with ar’ ]

. PLO representative at the United Nations.: Buta meetmg w:.th Arafat

. would be difficult.. But eventually we will have to decide yes or no.
Tt is crucial to the whole issue, We will try.to do our part. You ve '’
been very forthcommg in your eacrerness ‘to help. '

President Sadat: There is a problem in South Lebanon that aléb needs” .
your silpport You should not let Istael exploit the situation there. o
A ceasefire has been agreed upon. If there.is 2 need for a UN force
" then there is an armistice agreement which would allow UN forces
" to go there, I would like you to gwe importance to this. We. don't
want a new issue to explode in the a.rea. There was 2 big ba.tt].:e

i

yesterday - . SRR &

President We've spent a lot of time with Israel and with‘ Lebsanon

" on this, especially concerning the plecement of troops. We thoucrht we’
had it worked out. Now there is 2 new eruptxon whlch 1 do not fully
undexrstand. ' =
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Secretary Vance; I have met with Presidents Sarkis and Asad_ﬁand
we are following the situation very carefully. We are in touchjwith
“the parties and earlier we helped to work out a Syrian W1Lhdrawa-.
But the situation is still very tense. The recent as sassmetxon{. ,
compllcated the .situation. We will keep working with the partles
to make arrangements to keep them apart: . The key'is to get some
of the Lebanese army to keep peace. ILtalked to President Sarkls
and to his Foreign Minister about.this, and they thought that it‘would
take three or four months to create such a force. Itis meortant
to move rapidly, and we will give them help if they want it. Itiis.
my view that until their own forces are there, they cannot keep

peace. The gendarmes are not up to the job. They need real soldlers. '

'Presi’dent: Will Israel welcome this?." o o .

‘Secretary Vance: Yes and no, ’frankls:r 'I'hey don't want the Synans
there but they would welcome a Lebanese force yes. ' st :

Presxdent On the borders, T understand there is a band under

- Christian control and that recently the Syrians and the PLO attacked . .
~ this. Israel.would like this as a buffer arez, as an alternatlve to -

Syria and the PLO. I think Israel would welcome a Lebanese force
Whydoes it take so long‘? SO ST 5
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Secretarj Vance: The Lebanese only have a Yimited number oftroops,'" i
and there are pohtlcal and military problems. I talked to-Asad about -

this and he shares the view that it will take four to five. months to get
a force in place. : - o U . i
President: I want to thank you, President Sadat for commg You
have caused me a pzoblem, however. Now all of my fam1ly want to
go to Egypt.. - - Lo .' SR

President Sadat: 'I‘heg.r are most-‘welcom.e I would be very happy to '
-welcome you and to express our feelmgs to you. )

g ';.

President: Those feelmgs are mutual. 1f we can get your- advxce

and support at the crucial moments, I think we might be able to go to
Geneva only for the sxgmng ceremony. This would bée the best: pos sible
outcome. ' If we go to Geneva with lots of loose ends and with the )
Soviets present there is little chance of reaehxng harmomr there
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President Saclat: We could talk with procedures for )}ears.

Prﬂsrdent -We will work together. Tha-nk.—.you..'
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