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1976 Budget

Issue#7f: Military Assistance to
Thailand

i Statement of Issue

What are the minimum amounts of grant military assistance required in 1976,
1977, and thereafter to retain rights to bases and intelligence sites in

Thailand?
1974 '
ATt. #1  Alt. #2 Alt. #1  Alt. #2
Budget Est. Req. OMB Rec. Req. OMB Rec.
($ millions)
Grant MAP 32.5 60 10 30 20 25 10
FMS Credit - - - 15 15 20 20
Total 32.5 60 10 45 35 45 30

Background

S Grant military assistance is furnished to Thailand primarily as an implicit
quid pro quo for the use of air bases and intelligence sites. U.S. forces
stationed in Thailand have been drawn down to under 25,000. There are no
final decisions on future reductions below the current level or on the
residual U.S. military presence.

y Thai decision-making is complicated by the fact that a caretaker government
has been in power since October 1973. The pressure within Thailand for
further U.S. force reductions will not be clear for some time. Thailand's
economic position continues to improve with foreign exchange resewves stand-
ing at $1.5 billion now, up from gl.z bi1lion a year ago. Militarily, the
Thai have more equipment than they need to effectively combat the insurgent
movement.

During the period 1967-1972, .$60 mi1lion in MAP was considered the level
needed as the quid for the bases. The budget has included $60 million each
of the three years 1973-75, but allocations after congressional cuts have
b???1$38 million and $32.5 mitlion, while in 1975 it is estimated at $10

m on.

Alternatives

#1. Gradually phase down grant materiel with no termination date in the
expectation that base rights issue can be avoided (State/DOD req.).

DECLASSIFIED
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#2. Phase out grant materiel in two years, meeting Thai demands for
base rights quid with FMS credit if necessary (OMB rec.).

Analysis

The alternatives differ on the rate at which grant MAP should be phased
out: '

Grant Military Assistance

1976 1977 1978 1979 1980

($ millions)

30.0 25.0 20.0 15.0 10.0
20.0 10.0 1.68/ 1.68/ 1.63/

a/ Training only

Alternative #1 is the safe course vis-a-vis the Thai, but does not
adequately take into account Thai capabilities to pay for military
equipment through FMS credit or cash sales. The thesis that the Thai
will threaten our base structure if grant military assistance is reduced
rapidly is untested. The Thai would be risking a great deal, including
$150-200 million annually in spending associated with bases in Thailand,
a free air defense system, and a degree of positive U.S. commitment to
Thai interests. The small amount of grant military assistance involved
is insufficient to drive Thai decision-making. The most important factor
may be the degree of anti-U.S. base sentiment which develops in the

next few months during the Thai election campaigns.

The NSC supports the State recommended levels as the minimum needed to
assure continued U.S. access to bases in Thailand. The bases are
essential to U.S. long-term objectives in Indochina, and continued
access will be needed for the indefinite future. Defense also supports
the Alternative #1 approach but recommends even higher MAP levels

($35 million) in 1976 and 1977.

Agency Request: Alternative #1 -- gradual phase down with $30 million in
ﬁRF and Si5 million FMS credit in 1976; $25 mi11ion in MAP and $20

million FMS credit 1n 1977; no specific termination date for MAP.
NSC concurs.

OMB Recommendation: Alternative #2 -- $20.0 million in MAP and $15

miTTion FMS credit in 19765 $10 million MAP and $20 million FMS credit
in 1977; no grant MAP after 1977.
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1976 Budget

Issue#7g : Grant Military Assistance
to Latin America

Statement of Issue

Shouid grant materiel programs in Latin America be phased out?
1974 1975 1976 ' 1977
ATt. #1 Alt. #2 At. #1 Alt. #2
Budget Est. Req. DOD/OMB Rec. Regq. = DOD/OMB Rec.

($ millions)

Materiel 5.6 8.9 .9 9.7 3.8 7.5 -
Training 8.5 10.3 10.1 11.5 11.5 11.2 11.2
Total 4.1 19.2 11.0 21.2 15.3 18.7 11.2

Background

Grant materiel assistance to Latin America has been declining for several
years. In 1974 it .was $5.6 million, of which $2.5 million went to Bolivia,
with the balance parceled out in amounts averaging $0.4 million per country.
Despite the $8.9 million request for 1975, actual levels are likely to be
lower in view of congressional cuts and higher priorities elsewhere.

Alternatives

#1. Continue to request small amounts of grant materiel totalling $9.7
and ?7.5 million to Latin American countries in 1976 and 1977 (State
req.).

#2. Terminate all grant materiel programs in Latin America by the end
of 1976 (DOD/OMB rec.).

Analysis

Despite original support by State's Bureau of Inter-American Affairs for
phasing out the remaining grant materiel programs in nine Latin American
countries (Bolivia, Dominican Republic, E1 Salvador, Guatemala, Honduras,
Nicaragua, Panama, Paraguay and Uruguay), State proposes to continue

them indefinitely. The NSC believes that U.S. interests 35erwe11 served

— ENL“‘S,S.J
E.0. 12356, Sac. 3.4 (1)
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by the very modest grant military aid programs in Latin America and that
the benefits are considerably greater than the small cost would suggest.
Accordingly, it supports the State request. :

These are the lowest priority programs worldwide. No country is receiving
grants sizable enough to affect its security or is unable to purchase

the amount of materiel being provided. The value of graduating nine
countries from the MAP as part of a congressional strategy outweighs

any diplomatic value from continuing to offer miniscule amounts of grant
materiel assistance to Latin America. Defense concurs.

Agency Request: Alternative #1 -- set no termination date for Latin
Fmerican grant materiel programs and request $9.7 and $7.5 million for
Latin America in 1976 and 1977. NSC concurs.

OMB Recommendation: Alternative #2 -- provide $3.8 million in grant
materiel to Latin America in 1976 and terminate such assistance there-
after. Defense concurs.
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1976 Budget

Issue#8 : Level of Foreign Military Credit Sales
(FMS) for Latin America

Statement of Issue

What should be the total amount of FMS credit requested for Latin America
in 1976 and 19777

1974 1975 1976 1977
Alt. #1 Alt. #2 Alt. A1 Alt. #2
Budget State Req. DOD/OMB Rec. State Req. DOD/OMB Rec.

($ millions)

118.2 200 202 200 : 246 200

Background

FMS credit is offered in Latin America to enable U.S. arms suppliers to
remain competitive and to make it possible for poorer countries to meet
their needs for military equipment. In the 1970-73 period, Argentina

and Brazil, for example, committed over $800 million to military purchases
from non-U.S. suppliers because of (1) a lack of concessional U.S. credit,
(2) U.S. restrictions on the sale of sophisticated weapons, some of which
are still in effect, and (3) the availability of more suitable items,
especially ships, at better prices elsewhere. Few Latin American arms
purchases involve significant amounts of cash, making credit terms a
significant factor in choosing a supplier.

Alternatives

#1. Provide $202 million in 1976 (including $17 million for Venezuela) -
and $246 million in 1977 (including $13 million for Venezuela) (State Req.).

#2. Provide $200 million in 1976 and 1977, specifically excluding
Venezuela (DOD/OMB Rec.).

Analysis

Although State's 1976 FMS request continues the 1975 request level, it
increases to $246 million in 1977 due to sizable increases for Argentina
and Brazil and State's desire to continue credit to Venezuela.

DECLASSIFIED
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Venezuela is the source of over 1/4 of all U.S. oil imports and supplies
large amounts of iron ore to the U.S. Over $3 billion of private
American money is invested in Venezuela and that country is the 12th
largest market for U.S. exports. In this light, State arques that FMS
credit for Venezuela should not be terminated, particularly if its
regional rival, Colombia, continues to receive FMS credit.

The NSC believes that State's requested FMS credit levels are required
to cover Brazil's planned purchases of materiel. NSC believes that,
because FMS credit has loomed so important in Venezuelan eyes up to now
and has been the catalyst for resolution of disputes between us, Vene-
zuela should continue to receive FMS credit despite its oil earnings.

Economically, there is no reason to offer any FMS credit to Venezuela.
In 1light of increasing oil revenues, accumulating foreign reserves, and
sizable third country purchases, Venezuela is capable of purchasing

its military needs without concessionary U.S. credit. If necessary,
the balance between Venezuela and Colombia can be maintained by export
license controls over the sale of U.S. arms.

In the rest of Latin America, on the other hand, FMS credit is necessary
in reasonable amounts. In 1977 Argentina and Brazil would be the bene-
ficiaries of most of the $44 million increase State proposes.

Maintaining the $200 million level in 1977 should insure U.S. competi-
tiveness. Because of higher quality and proximity of maintenance, spares,
and training, U.S. arms enjoy an advantage in Latin American markets.
Argentina should be able to pay cash or find commercial credit for an
increasing share of its military needs. 'Brazil is experiencing a foreign
exchange reserve crunch at a time when foreign debt is quite high and
consequently will probably not require high FMS credit in the near

future. ’

Agency Request: Alternative #1 -- $202 million in FMS credit in 1976
and $246 miTlion in 1977, including $17 million and $13 million for
Venezuela in 1976 and 1977. NSC concurs.

OMB Recommendation: Alternative #2 -- %200 million in FMS credits in

1976 and 1977 and no FMS credit for Venezuela after 1975. Defense
concurs. .
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1976 Budget
Issue#9 : Military Credit Sales to Morocco

Statement of Issue

Should Foreign Military Credit Sales (FMS) for Morocco be increased to
$30 million?

1974 1975 1976 1977
) ‘ AlTt. #1 Alt. #2 Alt. #1 Alt.#2
Budget Est. ~ Req. DOD/OMB Rec Req. DOD/OMB Rec.

{$ millions)

FMS Credit 3 14 14 &30 > 14 30 14

Background

The Morocco FMS credit program in the past decade has ranged from $3
million to $12 million. The primary justification has been that
credits were necessary to facilitate continued U.S. use of the Keneitra
naval communications station. The request was increased to $14 million
in 1975, because Secretary Kissinger was pleased with the warm recep-
tion and useful talks he had on his October 1973 visit to Morocco.

The 1976 request results from a subsequent visit of Secretary Kissinger.
King Hassan believes that he received a commitment from the Secretary
for a substantial increase in credit assistance to finance a force
modernization program involving the formation and equipment of two
infantry brigades. The Moroccan economy is doing extremely well because
of the large rise in the price of phosphates, a major Moroccan export.

Alternatives

#1. Provide $30 million a year in 1976 and 1977 (State req.).
#2. Provide $14 million a year in 1976 and 1977 (DOD/OMB rec.).

Analysis

Alternative #1 would provide sufficient funds over a five-year period to
equip one infantry brigade. State contends that this level would please
King Hassan, and support Secretary Kissinger's statements to the King

that the United States would assist in its military modernization effort.

DECLASSIFIED
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The NSC recommends $30 million FMS credit for Morocco on the grounds

that we want to retain our Defense Communications Station there and want
Hassan's help in negotiations in the Arab world. Hassan places a high
premium on improvement of his Armed Forces, and we have agreed to help.
NSC believes that to do less would likely sacrifice the political lever-
age we gain from this modest program, particularly with the elimination

of economic aid. NSC notes that to accommodate this level, either Morocco
must be eliminated from the statutery ceiling on military aid to Africa,
or the Africa ceiling removed.

Alternative #2 would continue the 1975 program of $14 million. This
level, higher than that of previous years, was itself a political gesture
to the King. Morocco is economically strong and should continue to be

‘a beneficiary of the phosphate shortage and accompanying price rise.
Because of its strong economic position, Morocco is able to obtain
commercial loans or use cash to supplement FMS credit to finance its
military purchases.

Agency Request: Alternative #1 -- $30 million in FMS credit, more than
aouﬁling the 1975 amount. NSC concurs.

OMB Recommendation: Alternative #2 -- $14 million in FMS credit, a
continuation of the 1975 Tevel. Defense concurs.

CONFIBENTHAL
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1976 Budget
Issue# 10: Military Credit Sales to Greece

Statement of Issue

What Foreign Military Sales(FMS) credit level should be requested for
Greece?

1974 1975 1976 1977
Alt. #1 Alt. #2 Alt. #1 At. #2
Budget Est. Req. DOD/OMB Rec. Req. DOD/OMB Rec.

($ milions)

u‘\

FMS Credit n VA n 105 90

110 90

Background

By statute (Hays Amendment), grant and credit assistance to Greece cannot
exceed $71 million. Congressman Hays has proposed that this amendment

be repealed now that democracy has been restored in Greece. The pending
House Committee bill contains a repeal provision.

Alternatives

#1. Provide $105 million in 1976 and $110 million in 1977 (State req.).
#2. Provide $90 million in each year (OMB rec.).

Analysis

Last summer Greece purchased aircraft totaling $403 million. They have
also indicated a desire to purchase substantial quantities of other major
items on an expeditious basis.

Greek disillusionment with NATO and particularly the United States over
the Cyprus issue is reflected in its decision to withdraw from NATO:. The
Greeks blame the United States for "tilting" toward Turkey. Whether or
not this is a valid charge, there is no longer any question that Greek,
as ge]] as Turk, acquisitions are related primarily to the threat from
each other.

DECLASSIFIED
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The NSC supports State's requests for 1976 and 1977. Potential sales
contracts will at least equal these levels. NSC believes our agreement
to them will accommodate moderate Greek military modernization, help
protect important U.S. base and facility rights, and encourage Greece
to move closer to resuming full military participation in NATO.

Both alternatives are substantially higher than previous levels, thereby
indicating our approval of the restoration of democracy. The issue is
whether any political benefits accruing from the additional $15 million
are sufficient to offset (1) the risk that, relative to Alternative #2,
the additional amount might be perceived as contributing to a Greek-Turk
arms race and (2) the additional budgetary cost.

Agency Request: Alternative #1 -- $105 million in 1976 and $110 million
in 1§;7 NSC concurs.

OMB Recommendation: Alternative #2 -- $90 million yearly in 1976 and
1977. DOD concurs.
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DEPARTMENT OF AGRICULTURE
1975 Budget
Issue 11: P.L. 480 Food Aid for 1975

Statement of Issue

What should be the level and composition of the P.L. 480 food
aid program for 1975 in view of tight U.S. food supplies and
budget constraints, on the one hand, and humanitarian and
foreign policy needs on the other.

I
RAS™
oL 4’1’:«\ P.L. 480 Outlays
1975
/ 1974 Budget AIt.F1 Alt.¥2 ALt.¥3 Alt.¥4
Tews . .
v oo ($ millions)
Commodity Costs
Title I 568 703 741 878 947 1155
Title IT 283 176 352 352 352 352
Subtotal 851 879 1093 1230 1299 1507
3 Freight Costs 112 103 134 136 140 147
Receipts (-) 324 240 274 274 274 274
Total 639 742 953 1092 1165 1380
Grain Equivalent 3.1 4.3 3.8 4.1 4.5 5.3
(Million Metric
Tons)
Background

In September the President decided to increase the amount spent
for P.L. 480 above the dollar level in the 1975 budget but to
defer decisions on the ultimate size of the full-year program
until December. In October, an interim program, designed to
keep options open for a final decision, was approved and is

now being implemented.

Since the September/October decisions, several events have oc-
curred which will affect the size and cost of the food aid

rogram: =5
prog pECL \)v=1‘—’-’
‘ E.0. 12056, Sec. 34 ()
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Supplies are lower and demand higher than earlier
anticipated, resulting in higher prices of wheat
and rice.

Secretary Kissinger made commitments to Egypt,
India and Chile which exceeded the approved
interim program.

The World Food Conference intensified foreign and
domestic pressures on the Administration to in-
crease food aid.

Several Congressmen have introduced legislation
calling for more food aid, particularly for
humanitarian purposes.

A decision on the full year P.L. 480 program is required now
if any substantial additional amount of commodities is to be
shipped before the end of the year and if the 1976 budget is
to reflect accurately the 1975 program levels. An inter-

agency group -- State, Agriculture, Treasury, AID, NSC, CIEP,

CEA and OMB -- have developed four program alternatives.
Alternatives
#1. $953 million in outlays (2.7 million tons of wheat and

#2.

#3.

#4.

.7 million tons of rice). A minimum program consistent
with the President's decision to increase food aid and

meet existing commitments. It is within USDA commodity
availabilities.

$1,092 million (2.7 million tons of wheat, 1.0 million
tons of rice). The increase is targeted on humanitarian
needs and is within the USDA commodity availabilities.

$1,165 million (3.1 million tons of wheat, 1.0 million
tons of rice). The increase is targeted on countries of
foreign policy interest and exceeds USDA wheat availa-
bilities. '

$1,380 million (3.7 million tons of wheat, 1.15 million
tons of rice). The increase fulfills both humanitarian
and foreign policy requirements and exceeds USDA avail-
abilities for both wheat and rice.
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Analysis

(1) Commodity Situation. The impact of P.L. 480 on food
prices and supplies is difficult to predict because of the
unprecedented commodity price fluctuations in the current
short supply situation. In addition, an indeterminate
amount of P.L. 480 may substitute for expected commercial
export sales and thus have no price impact. There is sub-
stantial interagency disagreement over commodity availa-
bilities, and availability projections have fluctuated
widely during the last six months.

By Law, the Secretary of Agriculture determines commodity
availabilities according to a formula which requires him

to provide first for domestic use, commercial exports and
"adequate carryover.'" The remainder, if any, is available

for P.L. 480 or additional stocks. Approval of Alternatives
#3 or #4, which exceed the official USDA estimate of wheat
available for P.L. 480 by 400,000 and 1 million tons respec-
tively, would require a determination by the Department of
Agriculture either to lower its estimate of ''adequate carry-
over'" or revise its forecast of domestic and commercial export
demand. The Secretary of Agriculture's current determination
of wheat available for P.L. 480 is attached.

Feedgrains and vegetable 0il. All agencies agree that these
commodities are in very tight supply and that only small ad-
ditional amounts can be made available only for humanitarian
programs.

Wheat. The determination that 2.7 million tons of wheat are
available for food aid this year assumes a nine percent drop
in domestic consumption, a ten percent reduction in year-end
stocks and a 12.5 percent increase in average farm prices
form last year.

Treasury argues that P.L. 480 wheat availabilities

. are too high given other demand and would prefer a

N 2.1 million ton wheat program. Current high feed
grain prices are causing a decpitalization of our
! livestock industry; increased P.L. 480 shipments would

«“j/ further increase grain prices with the result that red
i meat prices are likely to rise again in late 1975 and
in 1976.

State and NSC believe that the program should be in-
creased to the Alternative #4 level of 3.7 million
tons, noting the substitution of some food aid for
commercial sales and pointing out the uncertainty
surrounding commodity projections.

v
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OMB is concerned about the current low level of
stocks, and argues that any additional demand
created by P.L. 480 would further reduce this
cushion against unexpected commercial demand and
could increase the likelihood of export controls
and domestic price increases.

USDA/CEA calculations indicate that raising shipments from

2.7 to the 3.7 million tons in Alternative #4 could raise

farm prices of wheat from the currently estimated $4.50 per
bushel to the $4.80 to $5.10 range (6-13 percent). This would
be as much as 27 percent above last year's average. These
price projections are only illustrative, however, because
individual estimates run from virtually no price impact to

the possibility of runaway prices.

These estimates illustrate the price pressures which suc-
cessively higher levels of food aid place on food prices,
thereby increasing the risks of adverse political reaction
from affected domestic groups. Although the pressure for
export controls seems to have abated, the higher levels of
food aid under Alternatives #3 and #4 also create a greater,
although undetermined, risk of reviving domestic pressure for
such controls because of the impact of higher wheat prices on
domestic users and consumers.

Rice. Because of a record harvest USDA projects a rice avail-
ability of at least 1 million tons. This assumes a return of
year-end stocks to comfortable levels and a 17 percent drop
from last year's extremely high prices. Alternative #1
(690,000 tons) is well below this level and would probably
further ease prices, but would also generate strong producer
pressures to ship more rice under P.L. 480. Alternative #4
(1.15 million tons) could raise prices as much as ten percent,
but might not be feasible to ship because of logistical limi-
tations.

(2) Budget . Considerations. All of the proposed alternatives
would significantly exceed the original 1975 budget outlay
estimate of §742 million and fulfill the President's commit-
ment to increase the amount we spend on food aid.

SUNFTDENTIAD
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Alternative
#1 a $211 million increase; 28 percent.
#2 a $350 million increase; 47 percent.
#3 a $423 million increase; 57 percent.
#4 a $638 million increase; 86 percent.

Unless offsetting rescissions or deferrals are made in other
programs, each alternative would require an increase in the
USDA outlay ceiling.

Country Program Considerations

Countries receiving U.S. food aid may be divided into five
major groups. There is little interagency dispute about
three of these groups.

South East Asia. All alternatives provide Vietnam
and Cambodia with the full amount of P.L. 480 com-
modities that they require. As much as $58 million
programmed for Vietnam may not be needed if its crops
are good and stocks remain high, and thus may become
a reserve for contingencies.

Middle East. All alternatives provide sufficient
food aid to support U.S. peace efforts in Egypt,
Israel, Syria and Jordan.

Title II Programs. These people-to-people feeding
programs for humanitarian purposes, conducted by the
U.S. Voluntary agencies (CARE and Catholic Relief
Services) and through the UN World Food Program are
being continued at about last year's levels under
all alternatives.

Most of the variation among the alternatives occurs in the
other two groups of countries.

Traditional Recipients. Indonesia and Pakistan in the past

have been recipients of large scale food aid to reinforce
political ties with the U.S., but these countries are now
Telatively well off economically. Korea, which would be one
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of the largest P.L. 480 recipients under Alternatives #3 and
#4, would receive food as a quid-pro-quo for voluntary textile
export restraints. The needs of Chile are substantially met
under all options.

South Asia. Because Bangladesh, India and Sri Lanka have
been hit by a combination of domestic crop shortfalls and
high import prices for food and oil, much of the recent pub-
lic and Congressional pressure for more food aid has centered
on meeting the needs of these countries. India, however, has
some foreign exchange available for food purchases and may be
prepared to buy more wheat commercially. Bangladesh faces
problems of internally distributing any large food imports.

Summary of Alternatives

Alternative #1. This alternative would ship the full 2.7
million ton availability of wheat and 690,000 tons of rice.
It would:

. ® Provide 500,000 tons of wheat to India but limit
»“;ai\\ shipments to Bangladesh to 350 tons of grain and
not assist Sri Lanka.

. )° Provide 70,000 tons of rice to Korea, and 100 tons of
‘:n'(“%/ rice to Pakistan but nothing for Indonesia.

At $953 million outlays, the alternative would be $211 million
above the budget. Pressure on wheat prices would probably

be minimal unless the Treasury analysis of the wheat situa-
tion is correct. Rice prices could decline slightly. Despite
the increase in wheat above the 1.9 million tons originally
planned in the budget, the alternative falls short of meeting
humanitarian needs and would lead to criticism that the United
States is ignoring the world food crisis. Insufficient food
would be provided to meet the expectations of the traditional
recipients, possibly creating political problems with these
countries. Congressional pressures would intensify to in-
crease rice shipments to 1 million tons.

Alternative #2. This alternative would raise rice shipments
by 310,000 tons over Alternative #1 to 1 million tons. Both
wheat and rice would be programmed at USDA availability levels.
Under this alternative:

SOHFOENTT
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Virtually all of the increment would go to South
Asia except for $15 million set aside as a con-
tingency reserve.

Traditional recipients would be held to the
Alternative #1 level.

Outlays would rise by $350 million over the budget. There
would probably be no significant increase in rice prices

above current levels. While the shipments to South Asia
would constitute a substantial response to humanitarian needs,
the recipients and food aid proponents in the United States
would probably push for even higher levels.

Alternative #3.

This alternative would add 400,000 tons of wheat above the USDA
availability level bringing total wheat to 3.1 million tons. It

would:

L °® Reduce the volume of shipments to South Asia slightly
EaS SN below Alternative #2. (There would be a greater de-
PNy y cline in dollar terms because of the substitution of
2 : the low cost wheat for high cost rice.).

\ -
N 73v«*" - ° Come close to meeting the expectations of traditional
- -~ . . . < p . .
N recipients b roviding large scale rice shipments.
p y p p

Outlays in 1975 would increase by $423 million. The wheat

shipments may increase wheat prices and arouse domestic re-
sentment.

Alternative #4.

This alternative would further increase wheat shipments to
3.7 million tons and raise rice shipments to 1.15 million
tons, going above the USDA availability levels for both com-
modities. It would meet all major requirements in South Asia
and satisfy traditional recipient expectations. Budget out-
lays would rise by $638 million over the original 1975 figure
or by 87 percent. The wheat increase could put very sub-
stantial pressures on prices. While the rice price rise
might be small there could be logistical difficulty in moving
the additional 150,000 tons of rice.
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Agency Positions

State, AID, and NSC staffs recommend Alternative #4. They
believe that a response of this magnitude is necessary in
order to meet the pressing humanitarian needs which all
recognize and at the same time to achieve our foreign policy
goals. They recognize that there may be some risk of higher
prices, perhaps in the extreme case leading to some recon-
sideration of the need for expert controls. But they believe
that this risk can be minimized through careful management and
implementation of the program.

The Agriculture Department supports Alternative #3. Despite
the increase in wheat shipments above the availability level,
USDA believes the minimum carryover for wheat could be ad-
justed to accommodate Alternative #3 without significantly
distorting the domestic economic situation with regard to
wheat price or availability.

(2 \CIEP recommends Alternative #2. While recognizing the need

ifor budget restraint consistent with Alternative #1, they
/believe that for a relatively small dollar increment the

N ¢yva -’ Administration could enhance its image worldwide and win

—~— T

domestic support by the additional humanitarian shipments.
They also believe that higher rice levels could increase
support for the Administration's proposed commodity legis-
lation for rice at no inflationary risk. They are very
concerned about tight wheat supplies and strongly oppose
Alternatives #3 and #4 because of their inflationary poten-
tial and the risk of stimulating export controls.

CEA recommends Alternative #1 as being the least inflationary
course.

The Treasury Department does not support any of the four
alternatives. They recommend a P.L. 480 program which
includes not more than 2.5 million tons of wheat and 1 mil-
lion tons of rice. They prefer the country distribution
shown in Alternative 3.

OMB Recommendation: OMB believes that the current budget
policy and the threat of continuing inflationary pressures
in the food sector require holding the budget increase to
the Alternative #1 level. Should some further increase be
judged necessary, OMB prefers Alternative #2 over Alterna-
tive #3. The high Alternative #4 would incur unacceptably
high risks of price increases, conflict with current budget
policy and contrast adversely with the nine percent,$339
million reduction in food stamps which has just been pro-

posed.




P.L. 480 1975 FUNDING ALTERNAITVES

AND COUNTRY PROGRAMS

($ millions)

TITLE I COMMODITIES

Southeast Asia:
Cambodia ..eeeeeeenoeeenoes
Vietnam ...ceceeececeoesese

Subtotal ....cecieecenann

Middle East:

Egypt oo iiiiiiiiiiiiiiiins
IsTtael .oieeeeeerennnnnnnns
Jordan ....eeeieiirttnonnnn
SYTila .ieieerieienereonennns

Subtotal ....ciererecnenn

Traditional Recipients:
Chile ....ceveveecercannnns
Korea .....ccevevevernnncens
Indonesia ..eceeeeconecanns
Pakistan .....ceeevecnosons

Subtotal ...ve ettt nenn

Asian Subcontinent:

... Bangladesh ................
C%“A??xxlndia .....................
ori Lanka ......0 000,

; Subtotal ....ccctectcncnn

~.%3v:0ther Countries and Carry-In:

Other Countries ....cccoe..
Carry-In ...cciiieneennanss
Reserve .....ccveeees Ceeeas

Subtotal .....cvtetccnnnn

TOTAL TITLE I COMMODITIES ...

TITLE II COMMODITIES ........

TOTAL COMMODITIES........

Freight Costs ... ceeevenecnnn
Deduct: Receipts ..e.eeeeerans

PUBLIC LAW 480 - TOTAL

51

Alt. #1  Alt. #2  Alt. #3  Alt. #4
158 158 158 158
101 101 - 101 101
259 259 259 259

88 88 88 88
9 9 14 26
4 4 5 7
32 32 32 32
133 133 139 153
53 53 53 65
30 30 106 124
_ - 30 43
8 18 44 53
101 101 233 285
98 171 138 191
88 116 88 169
- 11 11 11
186 298 237 371
9 19 27 35
53 53 53 53
- 15 - -
62 87 80 88
741 878 947 1,155
352 352 352 352
1,093 1,230 1,299 1,507
134 136 140 147
-274 -274 -274 =274
953 1,092 1,165 1,380
12/7/74
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SUMMARY COMPARISONS
OF P.L. 480 ALTERNATIVES
1975 1975 Alternatives
Budget #1 # 2 #3 #4
Commodities 2/
(tons, millions)
Wheat 1.9 2.7 2.7 3.1 3.7
———_  Rice 1.0 .7 1.0 1.0 1.2
AR
Y7\ Feedgrain 1.4 .4 .4 .4 .4
\L:‘l T '\,‘7'.“;:
2" outlays ($ millions) 742 953 1,092 1,165 1,380
Increase over
1975 budget - (+211) (+350) (+423) (+638)
a/ Current USDA '"availabilities"
Wheat 2.7
Rice- 1.0
Feedgrain .4



_U.S. Supply/Distribution

Wheat 53
In millions of bushels and thousands of metric tons
. ¢ 1972/73 . 1973/74 : 1974/75
ITEM . . .
A. Supply 1 : : ~Bu. ML 1/ . Bu MC 1
1. Carryin . © 439 11,948 * 249 6,777
2. Production . : 1,711 46,566 + 1,781 48,471
- 3. Iuports . . 4 109 1 27
. &. Total . * 2,154 58,622 -+ 2,031 55,275
B. Disposition - : ) :
1. Domestic Use . . 757 20,602 ¢  ggs 18,724
2. Exports . . .
(a) Commercial g + 1,089 29,638 - 1,000 27,216
(b) >».L. 480C : o 59 1,606 . 100 2,722
(c) Total Exports . . 1,148 31,243 | 1,100 79,937
3. Total Use y * 1,905 51,845 + 1,788 £8,661
4, Carryover : : T 249 6,777 243 6,613
C.A Prices ° . .
1., Season Average . : $4.00 : $4.50
Loan Rate : *1.25 * 1.37
D. Calculation of P.L. . ) :
480 Availabilitv * * S
1, Domestic Use & . : : . ,
Comm'l Experts * ° 1,846 50,240 ¢ 1,688 45,940
2. Adequate Carryover | . 249 6,777 . 243 6,613
3. Total Requirements | . 2,095 57,017 , 1,931 52,553
4, Excess Supply to * N T )
Projected Require- e T C T :
ments (A4-D3) . . 59 1,606 100 2,722
5. Recommended for * * . :
P.L. 480 Availability: : : 59 1,606 ; 100 2,722
‘ _ '
1/ All MI figures converted.directly %rom corresponding bushel -figures, and may not add

due to rounding.

FAS/PL48O/PPD: 11/29/74

Revised 12-4-74 oG

'f
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1976 Budget
Issue 11b: P.L. 480 Food Aid Program for 1976

Statement of Issue

What should the level and composition of food aid be in 1976

in view of uncertainties in commodity availabilities and con-
tinuing pressures for a sizable increase in the U.S. food aid
program particularly for humanitarian purposes?

#ﬁgﬁiﬂbp\ P.L. 480 Outlays

D . 1974 1975 1976

e Alt.#1 Alt.#4 Alt.#1 Alt.#2 Alt.#3

\; AID OMB. USDA
\iﬂﬁﬁ? Req. Rec. Regq.

($ millions)
Title I Commodity

Costs 568 741 1155 921 662 617
Title II Commodity
Costs 283 352 352 326 283 262
Subtotal 851 1093 1507 1247 945 879
Freight Costs 112 134 147 180 151 138
Receipts (-) 324 274 274 246 235 235
Total 639 953 1380 1181 861 782
Grain Equivalent 3.1 3.8 5.3 6.2 4.7 3.8
(million metric -
tons) )
Background

Members of Congress, the public and foreign governments will be
watching the level of food aid planned for in 1976 compared with
that chosen for 1975 as an indication of U.S. intentions regarding
the future of food aid. In that context, the commodity level of
food aid chosen for 1975 sets a minimum for the 1976 program if
the Administration is to signal its responsiveness to continuing
pressures for large scale food aid.

DECLASSIFIED
E.0. 12356, Sec. 3.4 (b)
White House Guids Lines, Feb. 24, 1983
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USDA plans no acreage limitations on P.L. 480 commodities in
1976. Thus, with normal weather conditions, supply is expected
to ease and prices to fall below current levels by roughly 20%.
However, major uncertainties remain regarding commodity avail-

abilities and prices as well as the likely needs abroad for
food aid in 1976.

Alternatives
#1 Undertake a large scale food aid program of
$1,181 million (State /AID Req.)
N #2 Provide for a program of §$861 million (OMB
B Rec.)
} #3 Mount a P.L. 480 program of $782 million

(USDA Req.).

Analysis
The Level

The major focus of recent public and Congressional pressures
to increase food aid has been largely on expanding commodity
levels; comparisons between the levels of food aid in 1975
and 1976 are likely to be on the same basis. An additional
element in considering the level for 1976 is fulfillment of
the U.S. pledge at the World Food Conference to participate
in providing ten million tons of grain for food aid; the
U.S. share in the global commitment, to be negotiated in
early 1976, is likely to be about 40% or four million tons.

P.L. 480 Levels

1976
State/
1975 USDA OMB AID
Alt.#1 Alt.#2 Alt.#3 Alt.#4 Req. Rec. Req.
Commodity Levels 3.8 4.1 4.5 5.3 3.8 4.7 6.2
(million metric
tons of grain)
Budget Outlays 953 1092 1165 1380 782 861 1181

The higher grain level per dollar in 1976 reflects the lower USDA
price estimates for that year.



56

Program Composition

Only the State/AID request and the OMB recommendation for 1976
include proposed program composition by country. They both:

Provide full needs for Southeast Asia.

Provide substantial food aid for possible needs in
South Asia and for five smaller country programs.

Provide the full request level for Chile and a
sizable worldwide reserve for contingencies.

recommendation differs from the State/AID request by:

Eliminating the program for Korea. The Korean program
1s the largest single program proposed for 1976. The
tight commodity situation in 1974 and 1975 has pre-
vented fulfillment of the U.S. commitment to provide
large scale food aid to Korea in exchange for 1limi-
tations on Korean textile exports to the U.S. If

the supply situation for P.L. 480 commodities should
ease in 1976, pressures will increase to resume large
scale food aid. However, by contributing to upward
pressures on prices of food and textiles in the United
States and so contributing to inflation, the Korean
textile agreement no longer serves U.S. interests.
Moreover, a $150 million program for Korea--neither
one of the neediest LDC's nor among those most
seriously affected by rising oil prices -- may pro-
voke public and Congressional criticism and lead to
efforts to restrict food aid to largely humanitarian
purposes.

Eliminating programs for Egypt, Syria, Jordan, and
Israel. The Middle East program for 1975 in large
part serves as an immediate and visible signal of

U.S. support for Syrian and Egyptian willingness

to take steps toward settlement while large dollar
appropriations are pending in Congress. These

funds are expected to be made available later this
fiscal year, to be disbursed in part in 1976. With
the availability of other funds from 1975 appropria-
tions and from appropriations or a Continuing Resolu-
tion in 1976 (which would include funds for the Middle
East at the level appropriated in 1975) food aid should
no longer be required for these countries.

i
i 2
et}
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° Reducing Title II for countries able to assume the

burden of financing their own nutrition programs.

Agency Requests

The State/AID request, Alternative #1, of $1181 million in
outlays, would continue large programs for Korea and the
Middle East. It would also be consistent with increasing
food aid over any of the 1975 alternatives and would pro-
vide 6.2 million tons of grain, well over the four million

v tons of grain likely to be the U. S. contribution to the
1 ten million ton worldwide level of food aid.

// The USDA request, Alternative #3 of §782 million in outlays

would provide only 3.8 million tons of grain, below the ex-
pected U.S. contribution to the worldwide level of food aid
and below commodity levels of all the 1975 alternatives
except Alternative #1.

The OMB Recommendation. Alternative #2 of $861 million in
outlays, would eliminate programs in Korea and the Middle
East while planning commodity levels above those of Alterna-
tives #1, 2, or 3 for 1975 but would fall below that of
Alternative #4, It would also enable the United States to
provide 4.7 million tons of grain, more than enough to meet
a four million ton world food aid commitment.

(WA -
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FUNDING LEVELS FOR
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1976
($ Millions)
AID OMB
Req. Rec.
Country Programs
Southeast Asia:
Cambodia 86 86
Vietnam 112 127*
Indochina Reserve 15 15
Subtotal 7213 228
Middle East: ERAED
Egypt écﬁ i 81 --
Israel « \ 3 --
Jordan li ; 20 --
Syria \¢ 5 20 ==
Subtotal e’ ™ —
Traditional Recipients:
Chile 65 65
Korea 150 --
Pakistan 28 _28
Subtotal 243 93
Asian Subcontinent:
Bangladesh 111 111
India 138 138
Sri Lanka 18 18
Subtotal 267 267
Other Countries and Reserve
Other Countries 24 24
Worldwide Reserve _50 _50
TOTAL TITLE I COMMODITIES: 921 662
Title II Donations 326 283
TOTAL COMMODITIES 1247 945
Freight costs 180 151
Deduct: Receipts 246 235
PUBLIC LAW 480 - TOTAL 1181 861

* The larger figure in the OMB Rec. for Cambodia reflects a shift of

commodities from Title II to Title I.

for Cambodia remains the same in both options.

CONFOENTAC —

The total level of commodities
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DEPARTMENT OF AGRICULTURE
1976 Budget

Issue 11b: P.L. 480 Food Aid Program for 1976

Statement of Issue

What should the level and composition of food aid be in 1976

in view of uncertainties in commodity availabilities and con-
tinuing pressures for a sizable increase in the U.S. food aid
program particularly for humanitarian purposes?

,z(:;",\~“""*:x\ P.L. 480 Outlays _
5 y 1974 1975 1976
L j Alt.#1 Alt.#4 Alt.#1 Alt.#2 Alt.#3
NN ATD OMB. ~USDA
ENGEE Req. Rec. Regq.

($ millions)
Title I Commodity

Costs 568 741 1155 921 662 617
Title II Commadity
Costs - 283 352 352 326 283 262
Subtotal 851 1093 1507 1247 945 879
Freight Costs 112 134 147 - 180 151 138
Receipts (-) 324 274 274 246 235 235
Total 639 953 1380 1181 861 782
Grain Equivalent 3.1 3.8 5.3 6.2 4.7 3.8
(million metric
tons)
Background

Members of Congress, the public and foreign governments will be
watching the level of food aid planned for in 1976 compared with
that chosen for 1975 as an indication of U.S. intentions regarding
the future of food aid. 1In that context, the commodity level of
food aid chosen for 1975 sets a minimum for the 1976 program if
the Administration is to signal its responsiveness to continuing
pressures for large scale food aid.

DECLASSIFIED
E.O. 12356, Sec. 3.4 (b)
White House Guide Lines, Feb. 24,1983

By __ PD#O——NARS, Date Sfeviss
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USDA plans no acreage limitations on P.L. 480 commodities in
1976. Thus, with normal weather conditions, supply is expected
to ease and prices to fall below current levels by roughly 20%.
However, major uncertainties remain regarding commodity avail-
abilities and prices as well as the likely needs abroad for
food aid in 1976.

Alternatives
#1 Undertake a large scale food aid program of
$1,181 million (State /AID Req.)
Sa #2 Provide for a program of $861 million (OMB
TN Rec.)
\
L #3 Mount a P.L. 480 program of $782 million
o (USDA Req.).
Analysis
The Level

The major focus of recent public and Congressional pressures
to increase food aid has been largely on expanding commodity
levels; comparisons between the levels of food aid in 1975
and 1976 are likely to be on the same basis. An additional
element in considering the level for 1976 is fulfillment of
the U.S. pledge at the World Food Conference to participate
in providing ten million tons of grain for food aid; the
U.S. share in the global commitment, to be negotiated in
early 1976, is likely to be about 40% or four million tons.

P.L. 480 Levels

1976
State/
1975 USDA ~OMB AID
Alt.#1 Alt.#2 Alt.#3 Alt.#4 Req. Rec. Req.
Commodity Levels 3.8 4.1 4.5 5.3 3.8 4.7 6.2
(million metric
tons of grain)
Budget Outlays 953 1092 1165 1380 782 861 1181

The higher grain level per dollar in 1976 reflects the lower USDA
price estimates for that year.
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Program Composition

Only the State/AID request and the OMB recommendation for 1976
include proposed program composition by country. They both:

Provide full needs for Southeast Asia.

Provide substantial foed aid for possible needs in
South Asia and for five smaller country programs.

Provide the full request level for Chile and a
sizable worldwide reserve for contingencies.

The OMB recommendation differs from the State/AID request by:
° Eliminating the program for Korea. The Korean program
is the largest single program proposed for 1976. The
tight commodity situation in 1974 and 1975 has pre-
vented fulfillment of the U.S. commitment to provide
large scale food aid to Korea in exchange for limi-
tations on Korean textile exports to the U.S. If
the supply situation for P.L. 480 commodities should
ease in 1976, pressures will increase to resume large
scale food aid. However, by contributing to upward
pressures on prices of food and textiles in the United
States and so contributing to inflation, the Korean
textile agreement no longer serves U.S. interests.
Moreover, a $150 million program for Korea--neither
one of the neediest LDC's nor among those most
seriously affected by rising oil prices -- may pro-
voke public and Congressional criticism and lead to
efforts to restrict food aid to largely humanitarian
purposes.

Eliminating programs for Egypt, Syria, Jordan, and
Israel. The Middle East program for 1975 in large
part serves as an immediate and visible signal of

U.S. support for Syrian and Egyptian willingness

to take steps toward settlement while large dollar
appropriations are pending in Congress. These

funds are expected to be made available later this
fiscal year, to be disbursed in part in 1976. With
the availability of other funds from 1975 appropria-
tions and from appropriations or a Continuing Resolu-
tion in 1976 (which would include funds for the Middle
East at the level appropriated in 1975) food aid should
no longer be required for these countries.
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°® Reducing Title II for countries able to assume the

burden of financing their own nutrition programs.

Agency Requests

The State/AID request, Alternative #1 of $1181 million in
outlays, would continue large programs for Korea and the
Middle East. It would also be consistent with increasing
food aid over any of the 1975 alternatives- and would pro-
vide 6.2 million tons of grain, well over the four million
tons of grain likely to be the U. S. contribution to the
ten million ton worldwide level of food aid.

The USDA request, Alternative #3 of $782 million in outlays
would provide only 3.8 million tons of grain, below the ex-
pected U.S. contribution to the worldwide level of food aid
and below commodity levels of all the 1975 alternatives
except Alternative #1.

The OMB Recommendation. Alternative #2 of $861 million in
outlays, would eliminate programs in Korea and the Middle
East while planning commodity levels above those of Alterna-
tives #1, 2, or 3 for 1975 but would fall below that of
Alternative #4. It would also enable the United States to
provide 4.7 million tons of grain, more than enough to meet
a four million ton world food aid commitment.
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PROPOSED COUNTRY
BDISTRIBUTION OF P.L. 480
FUNDING LEVELS FOR

Country Programs

Southeast Asia:
Cambodia
Vietnam
Indochina Reserve
Subtotal

Middle East: . —
Egypt SLEN

Israel S \

Jordan

[t

>

Syria .
Subtotal \QQZ -/

Traditional Recipients:
Chile
Korea

Pakistan
Subtotal

Asian Subcontinent:
Bangladesh
India
Sri Lanka
Subtotal
Other Countries and Reserve
Other Countries
Worldwide Reserve

TOTAL TITLE I COCMMODITIES:
Title II Donations
TOTAL COMMODITIES

Freight costs
Deduct: Receipts

PUBLIC LAY 480 - TOTAL

($ Millions)

AID OMB
Reg. ‘ Rec.
86 86
112 127*
15 15
213 7228
81 -

3 _—

20 -
20 it
T2& -
65 65
150 -
28 _28
243 93
111 111
138 ‘ 138
18 18
267 267
24 24
50 _50
921 662
326 283
1247 945
180 151
246 235
1181 861

* The larger figure in the OMB Rec. for Cambodia reflects a shift of

commodities from Title II to Title I.

The total level of commodities

for Cambodia remains the same in both options.
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THE WHITE HOUSE

WASHINGTON

December 6, 1974 ~—

MEMORANDUM FOR: THE PRESIDENT
FROM: Roy L. Ash

SUBJECT: 1976 Budget decisions: State Department

The State Department requests and my recommendations with
respect to 1976 budget amounts are presented in the attached
tabulation (Tab A). Four issues have been identified for
your consideration (detail at Tab B). We have not yet had
an opportunity to discuss my recommendations with the
Department.

I. Operating expenses

The Department requests a $69 million increase over the
1975 level of $356 million. Half of the increase is for
mandatory expenses, primarily the effect of inflation abroad
on overseas operating costs. The discretionary increase
($35 million) is for 400 additional employees and improving
communications and other logistical support services.

OMB recommends all of the mandatory cost increases. We
believe, however, that the Department should continue to
meet essential new personnel requirements by reprogramming
lower priority positions, and that one third of the request
for logistical improvements will allow the important needs to
be met. We recommend a total increase of $45 million.

Decision: Approve agency request
Approve OMB recommendation e Yl

A 2B A

II. Exchange of persons

State requests a large increase to $80 million from the
1975 level of $53 million in the belief that American




political, economic, scientific, educational and cultural
contacts with foreign societies must be broadened, especially
with Latin America, Eastern Europe and the Near East. OMB
believes budget policy and management limitations make a 50%
increase inappropriate. Our $58 million recommendation
continues the program slightly above the current level by

covering mandatory cost increases and modest bicentennial ETINN
activities. /ggfﬂhj:f
- {: @l
Decision: Approve agency request = a)
Approve OMB recommendation ] \i\h~4/;?f
WCT .

ITI. Japan-U.S. Exchange Program

State proposes no appropriation at this time to fulfill a
Nixon 1973 commitment to reciprocate a Tanaka $10 million
gift to U.S. universities for Japanese studies. The Depart-
ment prefers first compromising with Senator. Javits on his
bill authorizing a special $32 million appropriation for grants
to American, as well as Japanese, institutions for Japanese
and American studies.

Our recommendation to seek an appropriation of $15 million
of U.S.-owned yen earmarked for exchange programs would ful-
fill the Nixon commitment, not add to the budget deficit, and
avoid a compromise with Senator Javits which would result in
larger appropriations and a new independent agency (which
Javits desires) to administer the program.

Decision: Approve agency request
Approve OMB recommendation

IV. Soviet refugees to countries other than Israel

Since 1973 the Congress has initiated appropriations to
aid Russian Jewish refugees. Most have been going to Israel,
but recently more have been coming to the United States and
this trend is expected to continue. The House Foreign Affairs
Committee has reported that the Congressional appropriation
should be used only for refugees going to Israel. The Depart-
ment agrees but has not yet decided how to aid refugees
coming to the United States and has made no budget request.

The OMB recommendation would include $13 million in the
regular State refugee appropriation to aid refugees going to
countries other than Israel. The only other alternatives are



to ignore Congressional objections and use the Congressional
appropriation or to make transfers of AID funds which,
however, are limited to $10 millioen and should be reserved

for unforeseen refugee problems in other areas which regularly
occur.

Decision: Approve agency request
Approve OMB recommendation

Attachments






DEPARTMENT OF STATE
(Excluding International Boundary and Water Commission)

1976 Budget

Summary Data

(In millions) Employment, end-of-period
Budget Full-time
authority Outlays Permanent Total
1974 actual ..ciieiitccceconnnnaas 763 718 22,325 23,642
1975 January budget .....ccccecee. 787 758 23,059 24,663
current estimate ....cc0000. 840 807 XXXX XXXX
supplementals recommended®*... 39 37 XXXX XXXX
OMB recommendation .......... 879 844 22,873 24,489
1976 planning ceiling .cceeeeessss 815 825 XXXX XXXX
agency request ..ceeceecccnnss 975 974 23,279 24,<ns1:XMLFault xmlns:ns1="http://cxf.apache.org/bindings/xformat"><ns1:faultstring xmlns:ns1="http://cxf.apache.org/bindings/xformat">java.lang.OutOfMemoryError: Java heap space</ns1:faultstring></ns1:XMLFault>