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THE WHI"rE HOUSE 

WASHINGTON 

ACTION 

December 23, 1974 

MEMORANDUM FOR: 	 THE PR.,ES IDE~ 

FROM: ROY 1. A~--.( 

SUBJECT: 	 Budget Decision for P.L. 480 Food 
Aid Program for Fiscal Year 1975 

Because of restrictive provisions in the recently enacted 
Foreign Assistance Act of 1974, the alternatives for a 
1975 P.L. 480 program which were presented to you earlier 
are no longer feasible. The Act includes: 

o 	 A congressional direction that during 1975 "not 
more than 30 percent of concessional food aid 
should be allocated to countries other than 
those which are most seriously affected by food( 	 shortages, unless the President demonstrates to 
the appropriate Committees of the Congress that 
the use of such food assistance is solely for 
humanitarian food purposes." 

o 	 An effective limitation of $77 million in P.L. 480 
for Cambodia within the overall aid limitation of 
$377 million, of which no more than $200 million 
is available for military aid and of which $100 
million is available solely for dollar economic 
aid. 

Although the 30 percent limitation technically is not 
legally binding, it is a strong sense of Congress state
ment. Its precise meaning, however, is subject to two 
interpretations because of conflicts in its legislative 
history. The more restrictive interpretation was set 
forth with precision in a colloquy between Senators Hatfield 
and Humphrey on the Senate floor: no more than 30 percent 
of Title I sales should go to countries which are not among 
the most seriously affected (MSA's). The more liberal in
terpretation was set forth by Rep. Frelinghuysen: the amount 

DECLASSIFIED 
E.O. 12356, Sec. 3.4 (b)' 
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of Title I credit sales to countries other than the 
MSA's should not exceed 30 percent of the total P.L. 480 
program including Title II grants. Chairman Morgan was 
much less precise in the floor debate and left at least 
two Congressmen (Brown of California and Symingto~with 
the understanding that the restrictive interpretation 
was the correct one. A copy of these statements is at
tached at Tab A. We are informally advised by AID 
lawyers that while the legal point is technically 
arguable, proponents of the restrictive interpretation 
have the stronger case because of the legislative history, 
particularly the clear statement of Senator Humphrey, who 
was the originator of the section. 

We have, therefore, developed two new alternative pro
grams, presented below. Alternative A is consistent 
with the restrictive interpretations of the 30 percent 
rule; Alternative B is consistent only with the more liberal 
Frelinghuysen interpretation. Country details are pre
sented at Tab B. The earlier four alternatives are at 
Tab C for your reference. 

( 	 Alternative A falls between the earlier alternatives #2 
and #3 in both commodity and budget terms. It exceeds 
by 230,000 tons the December 4 USDA commodity availa
bility level for wheat of 2.7 million tons in the earlier 
Alternative #2 and thus could lead to some risk of price 
rises, and it adds $39 million to the old Alternative #2, 
bringing outlays to $1,133 million. This alternative 
limits shipments to the countries not seriously affected 
by economic disruption to thirty percent of the Title I 
program -- excluding "carry-in" commodities approved 
last year but actually shipped very early this year. 
The program, therefore, is oriented to humanitarian need 
particularly in South Asia--India, Bangladesh and Sri 
Lanka. It would be responsive to the concerns of 
Senators Humphrey and Hatfield. 

With respect to the countries restricted by the 30 per
cent limitation, this alternative would: 

o 	 Substantially meet needs in the Middle East -
Egypt, Syria, Israel and Jordan -- permitting 
additional shipments to the first two countries, 
and providing about the same amounts in the 
earlier Alternatives #2 and #3. 
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o 	 Cut back Vietnam from the $101 million in the 
previous alternatives to $62 million, although 
if their crops are good even this reduced level 
will be higher than actual needs. If, however, 
the security situation in the Mekong Delta 
deteriorates, more may be needed. 

o 	 Hold Chile to $33 million and Korea to $30 mil
lion, the amounts already committed, and 

o 	 Not permit any shipments to Indonesia. 

Among the countries not subject to the 30 percent limi
tation: 

o 	 Cambodia would be held to the $77 million ceil 
ing under the Foreign Assistance Act. If that 
ceiling is raised in the next session of Congress, 
more would be shipped to Cambodia and less to 
South Asia. 

o 	 Pakistan would receive $35 million, providing 
almost 80 percent of the amount for that country

( in the old Alternative #3. 

o 	 South Asia would receive very large scale ship
ments totalling $475 million, much higher than 
in any of the earlier alternatives. 

Alternative B is at the dollar and commodity levels of 
the previous Alternative #3. It would exceed the 
December 4 USDA wheat availability by 400,000 tons. 
Compared to Alternative A, it would increase and raise 
budget outlays by $32 million to $1,165 million. 

This alternative would increase the amount for countries 
subject to the 30 percent limitation from $258 million 
under Alternative A to $373 million. 

Specifically: 

o 	 The Vietnam program would rise to the original 
$101 million level, all of which may not be 
needed, thus providing a larger margin for 
contingencies elsewhere. 
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o 	 Shipments to Korea would rise to $85 million, 
compared to the $106 million in the earlier 
Alternative #3. 

o 	 Shipments to Chile would rise to $53 million, 
the same as in the earlier Alternatives #2 and #3. 

With respect to countries not subject to the 30 percent 
limitation: 

o 	 Pakistan would receive $44 million, the same as 
in the earlier Alternative #3 and $9 million 
higher than in Alternative A. 

o 	 South Asia could have as much as $381 million, 
higher than in any of the earlier alternatives, 
but significantly lower than Alternative A's 
$475 million. 

Your choice is thus between a heavily humanitarian pro
gram for which there is strong Congressional support and 
a program which, while still containing a very substantial 
humanitarian element, meets to the extent possible your 
security and political objectives. 

Agency Positions 

In preparing these new alternatives OMB and NSC staff did 
not re-survey the other agencies about their positions. 
Based on their views on the earlier alternatives, how
ever, we believe it is fair to conclude that: 

o 	 CEA and CIEP would support Alternative A, which 
OMB recommends. 

o 	 State, AID, and Agriculture would support 
Al terna tive B~, which NSC recommends. 

o 	 Treasury, while preferring the program emphasis 
of Alternative B, would sharply cut back the 
level of wheat shipments proposed. 

Because of the need to schedule shipments for the in
creased commodities under both alternatives and because 
of 	the budget printing schedule, an early decision is 
needed. 
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Decision: 

Alternative A: 	 $1,133 million, with strong humanitarian 
~mphasis and consistent with the restric
tive Hatfield-Humphrey interpretation of 
the 30 percent limitation. 

Approve 

Alternative B: 	 $1,165, with greater emphasis on other 
foreign policy objectives, but relying 
on the weaker case for the Fre1inghuysen 
interpretation of the limitation 

Approve 

If you approve Alternative B, we believe that you should 
inform Senators Hatfield and Humphrey of that decision 
and your reliance on the literal words of the 30 percent 
limitation and Rep. Fre1inghuysen's statement.

( 

Attachments 

Note: 	 The Office of Legal Counsel, Department of Justice, 
has reviewed the legislative history of the 30 
percent limitation provision and considers the 
restrictive interpretation to be correct. 
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TAB A 


( HUMPHREY-HATFIELD COLLOQUY ON P.L. 480 


Debate on Foreign Assistance Act Conference Report 

Congressional Record, December .17, 1974, p. S2l794 


MR. HATFIELD. Mr. Pre~ident, I would like to direct an 
inquiry to the manager of ~he bill, the distinguished 
Senator from Minnesota (Mr. Humphrey) regarding section 49 
of the Senate bill, and its disposition by the conference. 
I note that the conference has agreed to set a limit of 30 
percent on concessional food as5istance to nations not on 
the U.N. list of 32 countries "most seriously affected" by 
the current global economic crisis. As the Senator knows, 
I have had a very deep concern about the continued diversion 
of concessional sales under title I of Public Law 480 to 
nations who are not in deep need of food, but who are re
ceiving such aid for purely political purposes. It is un
conscionable to me that at this time, when the needy nations 
of the world face a grain deficit of 7.5 million tons in the 
next 6 months, that we should continue to divert large por
tions of our food aid to nations for purely political pur
poses. Now, my question to the Senator is to what does this 

( 3D-percent limitation figure apply? 

MR. HUMPHREY. The 3D-percent figure applies only to con
cessional sales. 

It applies, therefore, only to title I of the Public Law 
480 program. Title II, which is purely grants, is not in
cluded in figuring this limitation. 

MR. HATFIELD. I am pleased to hear that. Does this mean, 
then, that the administration is limited in this current 
fiscal year to giving only 30 percent of title I, Public 
Law 480 loans for concessional sales to nations that are 
not on the U.N. list of "most seriously affected." 

MR. HUMPHREY. That is exactly correct. In determining 
the 3D-percent figure, we had clearly in mind 30 percent of 
the title I budget under Public Law 480. We did not in
clude title II within the limitation since the title II 
program of grants, given through voluntary agencies pri 
marily, is clearly humanitarian. We were not interested, 
therefore, in limiting its allocation because of its evi
dent humanitarian nature. That is why the limitation 
applies only to title I. 
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MR. HATFIELD. That is as I had hoped, and how I un
derstand the actions of the conference committee. How
ever, I have wanted them to be interpreted explicitly so 
as to prevent any misunderstanding. In that regard, let 
me point out to the Senator that th~ language agreed to 
by the conference in this matter reads "30 percent of 
concessional food aid." In this instance, then, "con
cessional food aid" refers to title I, and title I only 
of Public Law 480. It does not include, for the purposes 
of interpreting this law, the Public Law 480 title II pro
gram. 

MR. HUMPHREY. The Senator is absolutely correct. This 
limitation applies only to the concessiona1 sales and loans 
operating under title I of Public Law 480. That is what 
the language means, and there should be absolutely no am
biguity in anybody's mind about it. 

MR. HATFIELD. I understand that the administration has 
under its consideration a total of Public Law 480 program of 
about $1.2 billion for this fiscal year. Of that amount, 
about $350 would be available for grants under title II, and 
about $850 would be available under concessiona1 loans under( title I. Now, if that particular budget, which we are using 
here as an example, were adopted, then, as I understand what 
the Senator has said as to the conference committee language, 
there would be a 30 percent limitation on the $850 million 
title I program, for nations not on the U.N. list. There
fore, under this budget and limiting formula, only $255 
million would be available for nations not on the U.N. list 
under title I. Is that correct? Was that the intent of 
the conference committee? 

MR. HUMPHREY. Again, the Senator is totally correct in his 
understanding of the action taken by the conference committee. 
And I should like to commend the Senator for his diligent and 
detailed interest in this very critical subject. 

MR. HATFIELD. I want to thank the Senator very deeply, 
and commend him for his outstanding leadership in this en
tire issue. As the original author of the amendment, which 
has been accepted by the conference with the one change we 
have noted, the Senator has shown a continued and steadfast 
desire to limit the use of our food aid for political pur
poses during this time of great human need. 
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I would point out, further, that this limitation will 
allow the administration to fulfill its political commit
ments of food aid to the Middle East and elsewhere. But 
it will establish a meaningful limit on the political use 
of such aid. It will prevent major portions of food aid going 
to nations such as Korea, Indonesia, and Chile, whose people 
do not face the threat of starvation in the way that those 
in Bangladesh, India, Sri tanka, and elsewhere do. By 
limiting the food aid which can flow to nations for political 
purposes, we can increase the levels of food aid given to 
save the lives of millions in the next 6 months. I have 
calculated that $100 million worth of food aid, if given to 
nations facing unrnet grain deficits before the next harvest, 
can support 3 million people through the next 6 months. So 
that is the true significance of the action which we have 
taken here. 

The Senator knows that in the past I have not voted for 
the foreign aid bill because of my objections to particularly 
the military aid portions of it. But in light of the action 
taken by the conference committee on this critical issue, I 
shall vote for passage of the conference committee report. 
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FRELINGHUYSEN STATEMENT ON P.L. 480 

Congressional Record, December 18, 1974, p. H 12211 

MR. BUCHANAN. Mr. Spea-ker, I rise in support of the 
conference report and commend the conferees for a job well 
done. 

This does seem to constitute a good balance between 
political and humanitarian considerations, but I am es
pecially interested in the humanitarian aspect. 

With reference to food aid, the conference report 
properly, focuses in my judgment, on the food needs of the 
countries most seriously affected by the world economic 
crisis. 

Mr. Speaker, I would like to commend the gentleman 
from New Jersey, the ranking minority member of our com
mittee, who is retiring, for all his outstanding work and 

( for his good representation in this conference. 

I would like to thank him for his support of the pro
position that a large proportion of our development 
assistance and food aid will go to the countries most 

. t, seriously affected by the food crisis. 

MR. FRELINGHUYSEN. Mr. Speaker, I thank the gentleman 
for his remarks. 

I should like to say that the report seeks to reflect 
a balance between political and humanitarian considera
tions. As has just been indicated, we have provided that 
agricultural development aid should be concentrated on 
countries with per capita income of less $300. 

In section 55 of the conference report, which is found 
on page 28, we have directed that: 

Not more than 30 percent of concessional food aid should 
be allocated to countries other than those which are most 
seriously affected by current food shortages. 

In my opinion, this language clearly directs that the 
President should provide to the countries most seriously 
affected by the food crisis at least 70 percent of all food 
assistance. This aid includes both grants and credi t sa.~e-5- " 
under title I and title II of Public Law 480. ~\ 
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The House confereees agreed to these provisions, to 
.re that the gentleman's humanitarian concerns are met. 

STATEMENTS OF CHAIRMAN MORGAN 

AND REPRESENTATIVE BROWN OF CALIFORNIA 


AND SYMINGTON 


Congressional Record, December 18, 1974 
PP. H 12210, 12211, 12213 

MR. BROWN. of California. Mr. Speaker, the distinguished 
.rman of the committee mentionec the colloquy with the 
:leman from Missouri (Mr. Symington) with regard to 
,d for Peace," which occurred on the floor of the House 
l the bill was before us, and there is a similar colloquy 
leen Senators Hatfield and Humphrey as reflected in 
:erday's Record on page S2l794 with regard to the per
:age of the title I Food for Peace which will be allo
~d to the countries which are not on the U.N. list of 
:ountries "most seriously affected" by the current world 
l crisis. 

I wish to ask the distinguished chairman of the commit
if he is in agreement with the interpretation contained 

:he remarks of Senator Hatfield with regard to the pro
.ons in the conference report. 

MR. MORGAN. Mr. Speaker, as the gentleman remembers, 

House bill had no similar provision dealing with food 


MR. BROWN. of California. That is right .. 

MR. MORGAN. Our committee of conference, however, adopted 
Senate language favoring more food for those who need more 

l. We believe the language in the conference report moves 
that direction. It puts emphasis on food assistance to the 
:-est countries. 

Best Possible Scan from Poor Quality Original
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MR. SYMINGTON. Mr. Speaker, I take this opportunity 
to refer again to the food-for-peaceprovisions of the bill. 
The record is now explicit with respect to what is meant 
by concessional food aid, in section 55(a)(5). 

It is clear from the colloquy that occurred in the 
other body, and here, that what is meant by that sub
section is that not more than'30 percent of title I con
cessional food sales may be allocated to countries other 
than those most seriously affected by food shortages. 

The word concessional is a term of art. It only refers to 
title I sales for foreign currency. It means sales on con
cessional terms. It is not used redundantly in this or any 
other section. It is not used with respect to title II, 
the title which deals with grant programs. 

It is quite important that we nail this down for the 
record. We are not talking about 30 percent of the total 
of food aid under title II plus concessional aid under 
title I, but only of title I concessional food aid. For 
the coming fiscal year, this would be restricted to the 
amount of $255 million. I am glad both bodies have ac
cepted this interpretation . 

.. 
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1 	 ACTION:., 

INFO: 

), 
i 
.~ 	 The Honorable Daniel Parker 

AdministratorI, Agency for International Developmentl Department of State , Washington, D. C. 20523 

Dear Dan: 

Due 12/26 
GC for Murphy sig 
Parker Jog 
Murphy log 
AA/LEG, C/FFP, 
AA/PPC, LEG/LPCS 

May we offer our warm thanks for your assistance during the 
consideration of the Foreign Assistance Act. Your patience 
and cooperation throughout our work on this legislation was 
~ost appreciated by all of those involved. 

( It is our understanding that some question has been raised 
concerping the interpretation of Section 55 of the Foreign 
Assistance Authorization Bill as reported b~ our Conference 
Committee 	and passed by the Congress. Section 55(a)(S) 
provides that "not more than 30 percent of concessional food 
aid should be allocated to countries other than those most 
seriously affected by current food shortages, unless the 
President demonstrates to the appropriate committees of the 
Congress that the use of such food assistance is solely for 
humanitarian food purposes." 

It is the'clear intent of the author, Conference Committee, 
and the Congress, as duly demonstrated in various colloquys 
on the issue, that the 30 percent limitation apply solely 
to Title I of PL 480. While the denotation of the word 
"concessional" might be interpreted to apply to both conces
sional sales and grants the connotation of the word as 
applied to our food assistance programs is that referring 
to sales and loans only. In offering this provision, the 
authorls intent was th~t the 30 percent limitation apply to 
TitJe I af PL 480 only and using Title I program funds as a 
base u;)on \vhich the 30 percent 1 imitat ion is applied. 
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The Honorable Daniel Parker 
Page Two December 23, 1974 

Since this was a Senate provision, drafted by Senator Humphrey 
and clarified specifically in our colloquy, it should be clear 
that there is no room for any other interpretation. As the 
Senate was the initiator of this amendment, and as it was our 
position which was accepted in the Conference, there is no 
possibility for doubt over its meaning. 

Our interest in including this restriction is not to encumber 
the program with permanent programming mandates nor to dis
courage political uses of food assistance with modesty in time 
when international supply conditions permit. Rather, our con
cern is that a sense of balance between political and humani
tarian objectives be restored in our Food for Peace programs.
Frankly, unless such a balance is attained the future of the 
program may be jeopardized as confidence in the humanitarian 

( aspect of the program is lost. 

We are most anxious to work with you in the spirit of coopera
tion which has characterized the passage of the Foreign Aid 
Bill and, therefore, want you to be totally clear about the 
intent and effect of this aspect of legislation which the 
Congress has passed. 

Sincerely, 

~" 
HUBERT H. HUMPHREY MARK O. HATFIELD 
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P.L. 480 1975 PROGRAM ALTERNATIVES 


TAKING INTO ACCOUNT RECENT 
CONGRESSIONAL ACTION 

(Outlays in millions of dollars) 

Old 
A1 t. # 3 Alt. A 

(for ref-
e I COMMODITIES erence only) 

Carry- in •................ 


Allocated in 1975: 

1. 	 Subject to 30% limit 
Middle Eas t •....... 
Vietnam ....•....... 
Chi 1 e 	 ................. .. 

Korea 	 ...................... . 

Indonesia ......... . 

Other ............... fI 
 .... .. 

Subtotal ....•.... 
2. 	 Not subject to 30% 

limit 
Cambodia .......... . 

Pakistan .......... . 

South Asia ........ . 

Other 	 .................... .. 


Subtotal ........ . 


Total 	1975 Allocations ... 

TOTAL 	 TITLE I COMMODITIES ..... . 

TOTAL 	 TITLE II COMMODITIES .... . 

TOTAL 	 COMMODITIES .....•.. 

Freight costs ..•............... 


Deduct receipts ............... . 


TOTAL 	 P. L. 480 .......... . 


Commodity quantities: 
(millions of tons)

Wheat ................... . 
Rice .................... . 

53 


139 

101 


53 

106 


30 

10 


439 


158 

44 


237 

16 


455 


894 


947 


352 


1,299 


140 


- 274 


1,165 


3.1 
1.0 

CSNflBEMTIAl 


TAB B 


Alt. B 

56 


133 

101 :' ),;" 


-~"'.53 I 
< 

.;:-' . 

85 I 


2 I 

373 l· 


1: 

77 

44 


381 

16 


518 


891 

-, <.

947 


352 


1,299 

140 


- 274 

1,165 

3.1 
1.0 

j 

j 

j 

j 

j 

j 

j 

j 

j 

j 

j 

j 

j 

j 

j 

j 

j 

j 

j 

j 

j 

j 

j 

j 

j 

j 

j 

j 

j 

j 

j 

j 

j 

j 

j 

j 

j 

j 

j 

j 

j 

j 

j 

j 

j 

j 

j 

j 

j 

j 

j 

j 

j 

j 

56 


133 

62 

33 

30 


2 


258 


77 

35 


475 

16 


603 


861 


917 


352 


1,269 

138 


- 274 

1,133 

2.9 
1.0 



~ONFIDENTI~ TAB C 

P.L. 480 1975 FUNDING ALTERNATIVES
( AND 	 COUNTRY PROGRAMS 

($ millions) 

TITLE I COMMODITIES 

Southeast Asia: 
Cambodia ................... . 
Vietnam ................... . 

Subtotal 

Middle East: 

Egypt ..................... . 

I s rae 1 .................... . 

Jordan .................... . 

Syr i a ..................... . 


Subtotal ............... . 


Traditional Recipients: 
Chi Ie ..................... . 

Korea ..................... . 

Indonesia ................. . 


( Pakistan .................. . 


Subtotal ............... . 


Asian Subcontinent: 
Bangladesh ................ . 
I nd i a ..................... . 

Sr i Lanka ................. . 


Sub total ............... . 


Other Countries and Carry-In: 
Other Countries ........... . 
Carry- In .................. . 

Res erve ................... . 


Subtotal 

TOTAL TITLE I COMMODITIES ... . 

TITLE II COMMODITIES ........ . 


TOTAL COMMODITIES ...... . 

Freight Costs ............... . 

Deduct: Receipts ............ . 


PUBLIC LAW 480 - TOTAL .. 

DECU\S::,IFlED 
EO. F?5S, S2C. 3.4 (b) 

. G' I L'\'-es F~b 24,1983White \-louse Uloe .,! , ". - -' 

-B9 _ ~-W\RS, Date flo? (~ 

.. 


Al t. # 1 


158 

101 

259 


88 

9 

4 


32 


133 


53 

30 


18 


101 


98 

88 


186 


'9 
53 


62 


741 


352 


1,093 

134 

- 274 


953 


Alt. #2 

158 

101 

259 


88 

9 

4 


32 


133 


53 

30 


18 


101 


171 

116 


11 


298 


19 

53 

15 

87 


878 


352 


1,230 

136 

- 274 


1,092 


Alt. #3 

158 

101 

259 


88 

14 


5 

32 


139 


53 

106 


30 

44 


233 


138 

88 

11 


237 


27 

53 


80 


947 


352 


1,299 

140 

- 274 


1,165 


Alt. #4 

158 

101 

259 


88 

26 


7 

32 


153 


65 

124 


43 

53 


285 


191 

169 


11 


371 


35 

53 


88 


1,155 


352 


1,507 


147 

- 274 

1,380 

12/7/74 
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THE WHITE HOUSE 

WASHINGTON 

ACTION 
December 23, 1974 

MEMJRANDUM FOR: TIlE PRESIDENfK 
FRCM: ROY L. ~'i 

SUBJECf: 	 1976 P.L. 480 Budget Decision 

Attached at Tab A is the issue paper provided to you earlier on 
P.L. 480 food aid for 1976, on the basis of which you decided upon 
Alternative #2--budget outlays of $861 million and 4.7 tons of 
grain shipments. Dr. Kissinger in the memorandum attached at 
Tab B asks that you reconsider your decision and choose Alterna
tive #1, which has budget outlays of $1.18 billion and provides 
grain shipments of 6.2 million tons. 

The points that Dr. Kissinger's memorandum raises and OMB's views 
on them are as follows: 

1. His memorandum suggests that the price effects of the larger
( 	 program which he proposes will not be significant. This is based on 

the assumption that world-wide weather conditions next year will be 
nomal to better than nonnal. 

As our experience of the past two years has shown, however, we cannot 
count on good weather. Had we done so this year and moved forward with 
a large scale food aid program, prices might well be considerably higher 
than they are today, possibly sufficiently high to create irresistible 
pressure for export controls. Even relatively small increases in food 
aid can lead to rather large price swings. If, on the other hand, 
we have good crops, falling prices may pennit us to ship a larger 
volt.nne of food under Alternative #2 than seems possible now. 

2. Dr. Kissinger believes that the higher Alternative #1 level of 
food aid will be strongly supportive of our international interests, 
particularly as they relate to a U.S. leadership position in follow
ing up on the World Food Conference. 

OMB believes that the Alternative #2 level also supports our interna
tional efforts to emphasize food production and is more consistent with 
our efforts to shift part of the burden of food aid to other countries. 
Your initial decision on 4.7 million tons of grain constitutes 47 per
cent of the World Food Conference target of 10 million tons of grain 
for all food aid donors including the oil rich countries. Raising the 
U.S. program to 6.2 million tons under Alternative #2 would offer little 
room and little incentive for other countries to do more. 

E.O, 1:':2:JG, S'c!c. 3.4 (b) 

.White House Guidr" Lir,es, Feb. 24,1983 	 .:' .S£GRET 

""-./
~ 

By ~ARS, Date 6/7,. 'r/B';-	
., 
"'-~' 
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3. His memorandum states that the higher level would win strong 
support from domestic proponents of food aid who support its use for 
humanitarian purposes. 

The larger program under Alternative #1 would not, however, provide 
additional food to those countries with a humanitarian need, but to 
the Middle East and Korea where there is no pressing food requirement.
The higher program would raise the proportion of food aid going to 
countries less seriously affected by rising prices for oil and food 
to almost half of Title I concessiona1 sales. This is far above the 
30 percent limit set by Congress for these countries in 1975. Thus, 
approving this level would surely elicit a strong adverse reaction from 
the Congress and probably lead to tighter legislative restrictions on 
food aid. 

4. Dr. Kissinger points out that the dollar level of Alternative #2 
may well be lower than in 1975, leading to the charge that the United 
States is doing less food aid. 

As the World Food Conference demonstrated, however, food aid recipients 
are most concerned about the quantities of food that they are likely to 
receive. Alternative #2, which you earlier approved, exceeds the( quantitative levels you are considering for this year by 5-10 percent
and, in addition, allocates a much larger proportion of the program to 
countries most in need of food aid. 

Decision: 

Approve Secretary Kissinger's appeal ($1.18 billion) 

Reaffirm your decision of $861 million (OMB

reconmendation 


Attachments 

« SEBRET 


• 
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DEPARTMENT OF AGRICULTURE 


1976 Budget 


Issue lIb: P.L. 480 Food Aid Program for 1976 


Statement of Issue 

. What should the level and composition of food aid be 
in view of uncertainties' in commodity a\'ai1abi1ities 
tinuing pressures for a sizable increase in the U.S. 
program particularly for humanitarian purposes? 

in 1976 
and con
food aid 

P.L .. 480 Out1ars 
1974 1975 1976 

Al t. # 1 Al ':.1# 4 Alt.ttl Al t. Ii 2 Al c. it ::; 
AID O~1B • USDA 
Req. Rec. R~ 

(5 millions) 
Title I Commodity

( Costs 568 741 'U.S5 921 662 6i7 
Title II Commodity 

Costs 283 352 352 326 283 2;)2 

Subtotal 851 1Q93 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 Equi~alent. 3.1 3.8 5.3 6.2 4.7 3.8 
(million metric 
tons) 

Backprollnd
::.) 

~Jembers of Congress, the pub] ic and foreign governments ,\'ill b'e 
watclling the le¥cl of food aid planned for in 1976 compared with 
that ~hosell for 1975 as an indicntion or u.s. intentions regarding 
the fUtlll"C of food aid. In tha t contcx 1 " the commodi ty level of 
food aid cJloscn for 1975 sets a minjmum for the 1976 program if 
the Administration is to signal its rcsporsiveness to continuing 
pressures for large sc~le food aid. 

DEC~J\SS;Fi;:::D 

co. L,3:G. ~>C". 2.4 (b) <•• \ 


V,:,;:", HOi;:".: c,::~: Li::"s. "',:;.2-;" 1:)33 , I' 
: i ;
\ "-'-- ..- _.-. ;;fl-".___.-7 

• 
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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"JAID Req.) 

H2 	 Provide for a program of $861 million (OMB 
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 oasis. An additional 
element in considering the level for 1976 is fulfillment of 
the U.S. pledge at the World Food Conf3rence to participate 
in providing ten million tons of grain for food aid; the 
U.S. share in the global commitment, to be-riegotiated in 
early 1976, is likely to be about 40% or four million tons. 

P.L. 480 	 Levels 
1976 

State, 
1975 USDA o~m AID 

Alt.Nl Alt.#2 Alt.ff3 Alt.B4 Re~ Rec. Reg. 

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 llSl 

The higher grain level per dollar in 1976 reflccts the lml'cr USDA 
price estimates [or 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: 

o 	 Provide full needs for Southeast Asia. 

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

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

The OMB recommendation differs from the State/AID request by: 

o 	 Elimina ting 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 text~le 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 res·trict food aid to_largely humanitarian 
purposes. 

o 	 Eliminating programs for Egypt, Syria, Jordan, and 
Israel. The Middle East program for 1975 in large 
part serves as an immediate and visible sigpal of 
U.S. support for Syrian and Egyptian \dllingness 
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 nppropria
tions and from 3ppropriations or a Continuing Resolu
tion in 1976 (h'hi ch h'ollid include funds for the t>litldle 
East at the level appropriated i:l 1975) food :lid should 
no longer be required for these countries. 
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o 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 milli~n in 
outlays, would continue large programs for Korea and the 
Middle 	East. It would al~o 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 	Altern~tive '1. 

The mlB RecomPlendation. Alternative #2 of $861 million in 
outlays, woule! eliminate prograns in Korea and the Middle 
East '''hile planning commodi ty levels aLove 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( 
DISTRIBUTION OF P.L. 480 

FUNDING LEVELS FOR 
1976 

($ t~i11ions) 
AID ONB 
Reg. Rec. 

Country Programs 

Southeast Asia: 
Cambodia 86 86 
Vi etnam 112 127* 
Indochina Reserve 15 15 

Subtotal m m 
t1ide1le East: 


Egypt 
 -/ailIsrael , 3 

JOl'dan 20 

Syria 20 


Subtotal TN 

J~~·TrJrlitional Recipients:. 

( Chile ~65" 65 
Korea 15Q 
Pakistan 28 28 

Subtotal 243 93 

Asian Subcontinent: 
Bangl adesh 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 Cm'1HODITIES: 662
'"'- 921 


Title II Donations 
 ~ 326 283 

TOTAL CO~MODITIES 1247 945 

Freight costs 180 151 
Deduct: Receipts I~\ 246 235 

PUf3LIC LA!-! 480 - TOTAL I ~ 1 Hn 861 

* The 1 a I'ae r f i gUt'e in t ho ONr~d._~~cr Canbod i a ro fl ccts a shift of 
comrr.oditics fl'CP; Title II to~i'~10 1. Thr total level of con::::od it i es 
for Car:boc!"ia rCIT'"irs the ScI:::::' in both ortiow . 

. - ! .' , 

~ : "" 

""-.. 

.. 
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~l!..l ACTION 

December 20, 1974 

( 

1f.::MORANDUM FOR: THE PRESIDENT 

FROM: HENRy' A. KISSINGER;dJ 
• 

SUBJECT: FY 1976 PL-4BO Levels 

T!1 reviewing the alternative proposals for PL-4BO in FY 1976, $1. lB 
:,.:mon (roughly 6.2 million tons) vs. $B6l million (roughly 4.7 million 
~. :. .::!s), you inquir2d if the choice of the for~er would have any price 
eiiects; you were told that it would. However, it is our judgment that 
i:ese effects are likely to be so small as to be insignificant. 

:'i:;.e difference bchveen the two options -- 1. 5 million tons of grain 
::; less than one percent of this year1s grain production. Next year it 
i;; anticipated that the crop will be better. The high option figure is 
;;s.??roximately three percent of total production -- again a very small 

::1ere are now sensitivities about the food price effect of PL-4BO, these 
:-~"ult primarily from our having just come through a very tight year. 
':-:~is tightness is due, not to a larger PL-4BO program, but to poor 
";-;::ather which took away significant quantities of wheat and corn. If, 
:~deed, next year I s crop proves to be as large as expected, sensitivities 
~2 ?L-4BO exports 'will be far less than they are today. 

_!_ decision in favor of the higher levels of PL-4BO will be strongly 
.s~:?portive of our i:lternational interests and be welcomed by a strong 
acmestic constituency as well. The constructive position of the U. S. 
E.: me World Food Conference placed us in an international leadership 
:::.)le on the world food situation. Providing adequate amounts of food 
e:.:a is necessary, in its 0"\\:11 right, to rnaintain the rnornentUlU 01 our 
::c:tiatives. ?v!ore broadly, it strengthens our ability to secure inter
:.:~tional cooperatio:l in the developrnent of an international food reserve 
7i::.cgrarn, m'..lltilateral re sponsibility for financing food aid and for 
=-=5isting the agricultural efforts of developing countries, and greater 
7:a:nning and cooperation arnong food exporters. In rebuilding the 

Whit!) ',.." • ~4 19 3 

By_..............._NARS, 0 

E.O. 
~ 
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international economic order and the community of interests needed 
to deal with the energy situation, a forthcoming position of PL-480 
will be essential. In short, the PL-480 program has an extremely 
synergistic effect abroad reaping us benefits far out of proportion to 
its very smc1ll significance on domestic grain prices or its budget 
impact. 

• 
Domestically. a large food aid program would be extremely well re
ceived by the many groups who support a hUITlanitarian position in 
dealing with the food situation -- Hatfield, Humphrey, Father Hesburgh, 
and the many religious and civic groups who have written you on this 
issue. The farm organizations would also welcome a substantial pro
gram. There is, in my view, a wealth of syInpathy for incre1.sed 
American food aid to the poorer nations. While the present crop 
situation has limited the amount of our FY 1975 food aid, FY 1976 
provides an opportunity to provide higher levels. 

The OMB recommendation of $861 million would allow a somewhat 
larger quantity of food aid in FY 1976 than is contemplated in FY 1975 
-- assuming grain prices decline next year as a result of the expected( good crop. However, the OMB figure would be interpreted as a decline 
in U. S. food aid because of its significantly lower dollar value compared 
to the FY 1975 program. It could be subject to the charge that we had 
withdrawn from our pledge to do everything possible to increase our food 
aid program, and would certainly be a strong disappointlnent to those who 
favor an increase. 

In light of the above, I recommend that you reconsider your PL-480 
decision and that you choose the high option of $1. 18 billion (6.2 million 
tons). I strongly believe this will put you in a favorable leadership 
position in responding to the growing food needs abroad which are 
increasingly the subject of public and Congressional interest. 

SE~ 
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u.s. 	Army Corps of Engineers - New Issues 

Summary: 

Your initial 1976 budget decisions provided all that the Corps requested for construction 
and maintenance, and added funds above their request for construction. Four new issues 
have arisen this wee~: 

Outlays 
1975 1976 

1. 	 Whether to increase 1975 outlay ceiling because of faster +125• 
than 	expected progress in construction 

2. 	 Whether to add funds for harbor dredging because of 
dredging cost increases +40 +60 

3. 	 Whether to request a 1975 supplemental request for 
flood damage repair +30 

4. 	 Selection of new 1976 construction starts 

Total increment,., 	 +195 +60 

'I Outlays $M 
1975 1976 

OMB 	 recommendations are: 

~ Base outlay ceiling - increases as needed +125 
~ Dredging - Request appropriation transfer authority in 

1975, and increased budget request for 1976 +50o 	"Flood emergency" supplemental - deny and increase 1976 
Budget Authority7 	 NA (1)~ 4. New Starts - limited 1976 program 

Base outlays 1771 1935 

" 
Total-Corps of Engineers 	 1896 1985 

../. ',~ .,., 	",,~\ 

:'",.)~ (",J . 

-t'q ..:01J 

b'.l:/q\V
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Background and Discussion 
Current budget decisions provide the following: Outlays C$M) 

1974 1975 1976 
Construction 1:rIT l~ 1/ r,-IT4 
~~intenance Dredging 208 208 - 212 
All Other 338 372 369 

Total 	 1,657 1,771 1,935 

• Issue #1 - 1975 outlays - $125 M 

In September, you decided to defer enough excess in 1975 appropriations to nola 1915 
outlays to $1,771 M total as part of your budget restraint package. Congress accepted 
the 	deferra~ program. 

Corps outlays are now $63 M above plan for' this time of year and, our analysis indicates, 
they will exceed target by $125 M in.1975 because: 

, 
-Better than expected weather' , has allowed faster "construction th~n p~anned. 
-Several projects held up by lawsuit or lack of lo~al cooperation are now 
able to move ahead. 

-Cost increases have increased bid prices above expectations. 

Because the funds have already been appropriated and the Impoundment Control Act,oi 
1974 virtually eliminates our ability to slow this program down for fiscal r~asons 
without taking deferral action, alternatives are: 

1. 	 Increase the 1975 outlay target by $125 M. 
2. 	 Prepare a .second deferral package of about $125 M of projects for trans

mission td Congress. 
'j 

Recommendation: 

Because we do not believe another deferral package that would adverse~y affect construc
tion employment. is practical, we recommend alternative 1 - increasing the outlay 
ceiling by $125 M. 

1/ Remainder after $42,M in outlays deferred in budget constraint plan 
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Issue #2 Dredging 

The cost of dredging channels and harbors has risen drastically because of environ
mental costs, inflation, and costs of energy. A just-completed review of the 
Corps rivers and harbor channel maintenance dredging program has established that 
limiting dredging operations to the amounts appropriated in 1975 plus that now 
budgeted for 1976 will result in an unmanageable program and political problems. 
The Corps has developed a plan that would keep major harbors, channels and waterways 
in operation, and concentrate adverse effects in less economically important channels. 
However,. their efforts have stimulated.port authorities and shippers to press 
their Congressional delegations to provide additional funds for Corps· dredging,• specifically for their channels. 

Our review indicates that the problem will become severe in the last quarter of FY 1975 
and critical in 1976 at currently budgeted levels. Alternatives are: 

1975 	 1976 

1. 	 No increases No increases 
2 • 	 Request authority to ~ Add $50 M to dredging . 

transfer funds from '\ Ca) from amounts budgeted for 
construction to meet construction 
critical needs Cb) add to total 

3. 	 $20 M supplemental Add $50 M for dredging 

Recommendation: 

We recommend alternative 2b, based on our understanding with the Corps that both the 
program and political problems are manageable by that approach. Alternative 2a ·is 
a fallback, but would reduce construction contract employment below 1975 levels, 
and disrupt construction schedules. 

Issue #3 - Emergency Flood-Supplemental - $30 M 

This request was received 12-18. It is said to be for repair of namage to Corps 
built flood works in the Lower Mississippi. It has had onlYminimal·revie~. 'Some of 
the repair work has already been completed with funds borrowed from other accounts 
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and funds for this work have been included in the outlay change cited above. The 
funds to reimburse borrowed funds need not be replaced at this time because 
the Corps has sufficient planned unobligated balances to complete repairs and 
carryon its program in FY 1975. The Emergency Flood Control account is required 
by law to replenish borrowed funds. This will increase Budget Authority in 1976 
but will not affect planned outlays in either year. 

Recommendation: 

We recommend that this supplemental be denied and that appropriations to replenish
the borr~wed funds be provided in the 1976 budget .• 

Issue #4 - New Starts 

Since our meeting on water resources construction programs, the Corps of Engineers 
has prOVided us with a list of 36 potential new construction starts ($788 million 
total cost) and 57 potential Advanced Engineering and Design starts($1,442 million· 
total cost). The Tennessee Valley Authority has proposed 3 new construction starts 
($90 million total cost). The FY 1976 costs of these new, starts would be minor, but the 
the effect on future budgets would be substantial. ~ 

:. 

The rationale for allowing some new starts is based on our probable inability to 
hold to a "no new starts" posture through the appropriations process. President 
Eisenhower proposed a "no new starts" budget for FY 1960; his recommendations were 
strongly opposed by the Congress who added funds for new starts, and his veto of 
the Public Works Appropriations Bill was overridden. 

After reviewing each of the projects on the list, we are proposing that 6 new 
construction and 14 new AE and D projects be included in the 1976 budget for the 
Corps of Engineer~. We placed priority on urban flood control, municipal water 
supply, commercial navigation and power projects which had high benefit/cost 
ratios and no local or environm~ntal problems. None of the three new construction 
starts proposed by the Tennessee Valley Autho~ity is recommended as all three rank 
lower than ongoing projects under TVA's own priority ranking. 
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Data on the potential new· starts are provided in the attached tables. 

Tab A - construction and AE and D projects recommended for inclusion in the budget 

Tab B - Other potentia~ Corps of Engineers new starts 

Tab C TVA's requested new starts 

• 
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THE WHITE HOUSE 
WASHINGTON 

, 

/( /
I 

FROl-la FDy L. Ash 

SUBJECT; State Depar~ent 1976 Budget Appeal 

The State uepar~~ant h~s appoaled $2a.6 million from your 
1976 allowance of ~909 million. Three issues have been 

~ 
:' identified for your consideration. 

I. Emplok~ent levels 
',' 

',. The Department requests 124 of the 332 new positions it 
ori'ginally sought. Seventy-two of these are for possible 

{ '( new diplo[."&4\ tic missions aDroad. Aftor reducing eIllp10ymant
ii; " .. , by 16% sinc.a 1967, the DepartI:lent beliovea it can no longer 

meet new requirements by transferring personnel from low 
priority activitios. 

OMD recommends'that you continua the policy followed in 
recent budgets of requiring the uaparoJent to moat new 

:f.~:; needs oy reprograr;u~ling within its authorized total er<lploy
:?~- JDQnt of 24,4 tl9. E;cperience shows that Iu3ny projected n~w 

diploQatic,missions do not open as plannod, and that the 
closing of others and t..~e, termination of special negotia
tions and other activities ,release personnel for new 
f~nction3. 'l'na Dct?artn.ent traditionally has tried to avoid 
tho neces3ary difficult manage:nellt o.ccisions tllat soma 
roprograr.l.."TIi!lgs require, out we believe t.!lat'danial of the 
appeal will have Clle baneficial effect of forcing thG 
DeparU',lcnt to sort oat its pr,ioritics and i~prove the 
managel,l',;mt of it:] key r050urct)--personnel. uepar,tillg from 
the current policy of no nuw positions will tend to encourage 
rC!quests from the uepartlacnt IS .buroaucracy to r.lcet eac!1- new 
requir~acnt, wich littlo attontion to low prior~ty activities 
which might be reduced. 

It 



Reaffirm no personnel increase policy (O}ID rec.) 

Allow 124 positions and $1.8 milliOn~ _1."'\ 


(agoney apPoAl) I~____ 

II. Logistical support . ~ 
Your initial allowance already provides $11 million for 

discretionary increases in non-salary costs, almost three 
times the ruUOWlt included in the 1975·budget. However, after 
re.vicwi:ng the uepartIu~nt s appeal, or·ill balieves it would beI 

better to provida SOI~ addition~l logiatical Gupport to 

improve Department operation, ~an to allow'additional 

personnel. 


Initial Sta~a OMB 
Allowance Apneal Recom. 

(~ in mlilions) 

Non-salary costs of new diplomatic 
installa.~ions: F'ull areount not 
recorr.mancieti because experience 
indicates not a~l projected post ..... 
openings will occur •••••••••••••• 2.0 +3.0 +2.0 

Communications: Appeal requests 

high-speed telegraph equipraent 

tor 14 s~ll ~~IDassies with low 

traffic volume, a portaole 


) .satelli'te corll."1lunica.tion system 
for the Secretary whilo travel
ing, nnd general equi?~ent up
qrading. ~3.0 could be restored 
to allow the Department to 
selact th.e highest priority •••••• 0.0 +6.7 +3.0 

Expenses of joint cooperation 
commissions b~illg esc.a.ulisilad 
by the Secrotary, especially in 
the Hiddle East •••••••••••••••••• 0.5 +0.9 +0.9 

Improved charter air and truck r 
services to i~olated ~~rican 
posts •••••••••••••••••••••••••••• +0.4 

Other discretionary increases •••••• 7~3 
Total discretionary increases •••• 10.6 ~ll.O +6.3 

• 
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( 

, . : .. 

3 

Decisionl 

Reaffirm original allowance 
Restore $6.3 million, to be distributed by 

the Department to the highest priorities 
as it assess~ th~ (O~ill rec.) 

Allow full appeal of ~ll.l million • 

(Agency appeal) 


III. Exc~ange of persons 

The Department, on appeal from your initial decision of 
$58 million, seeks $74 million, which is $21 million higher 
than the 1975 appropriation of $53 rJil1ion. ~his increase 
reflects the Dcparcr..cnt I s intent to begin a sharp and sus
tained broadening and cxydnsion ot the program over ~le 
next five years to tne "~135 I:d1lion level by 1980. 

We rec~~~nd $60 million which would cover mandatory 
cost increases, so~e bicentennial activities and a modest 
prograo expan.sion. ~·iunager.lent liI:.lic.:ltiona make an increase 
to anything abOve $65 raillion not advisable. Tha Departlnellt 
might reluctantly accept a decision of $65 million, l>ut SUCh 
an increase would be more liberal than budget requests of 
recent years. 

1976 
BA OL 

Agency original request 79 70 
Presidential allowance "58 55 
Agency appeal 74 63 
OHD recor.uaenuation 60 56 
Compromise alternative 65 59 

Decisions 

Reaffirm initial decision ($58 million) 
Grant agency appeal ($74 million) 
Approve oa~ recoInIUendation (:';60 million) 
Approve compror~se alternative (~65 Iullion) 

" 




December 19, 1974 

The attached appeal memorandum from Deputy secretary 
Ingersoll, .and the tables accompanying it, are inadvertently 
incorrect~in referring to a budget allowance of $937 million. 
The Pre~ident's decision on state's budget totalled $909 
million. The $28 million difference is composed of (a) $13 
million for soviet Jewish refugees not going to Israel, which 
the President disallowed and which instead will be handled 
by a legislative increase in the authority to transfer funds 
from AID to State for that purpose and (b) $15 million for 
appropriation of Japanese yen for U.S.-Japan exchanges, 
which has not yet been decided. 

The Department's alternative appeal i.e., allow $937 
million but permit State to reallocate the $28 million to 
other purposes -- is, therefore, not relevant. In any case, 
a tradeoff between a yen appropriation which does not affect 
the budget deficit and a dollar appropriation which does is 
not appropriate. 

The Department agrees that its memorandum is in error and
( its alternative appeal is not feasible. 

The OMB memorandum on the appeal deals with the correct 
figures. 

• 

• 
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A" 17, 117'/ 
UNCLASSIFIED 

fG'10RANDUM FOR: THE PRESIDENT 

From:' "Robert S. Ingersoll 

Subject: FY 1976 Budget Appeal of .Budget 
. ·AlJ.09Iance '. 

The Office of Management and Budget has informed me 

that you have acCepted their recommendations for this 


. , . Department's level of resources for 1976 • 

~,... , 

,.' -. 
..:, :'.:. .. "Prior to the presentation of their recommendations .. ""; to you we evaluated their proposals and requested adjust

ment of several of their recommendations to assure that 
the approved leve:t of,;:.<>ur 1976 budget would provide for 
the effective conduct.......of foreign ,relations next year. It 
is my understanding· that our reactions to the OMB recom
m~dations were not presented to you. 

. -::" ...:.;.;

:. I am fully cogtllzant of and support the need for 
O· ....

fiscal restraints throughout government at this time. I 
do believe, however, that a limited increase or, alterna-· 

, tively, an adjustment within the approved allowance of 
$937,447,000 would provide for a more effective Department o· 

.- .. '. : of. state in 1976~·· -, 
-. ' .. . ' 

" There °are three areas of concern to us. In our .......,. regular operatin~ expenses there is a need, for an addi
tionaL $12.6 million and 119 new positions. These 
resources are required to permit the establishment or 
upgrading of our diplomatic presence in Africa, in 
recogpition of the independence of new nations, increase ....: our representation in the Soviet Union and meet consular 
requirements in Latin A..-nerica. We also bel{eve \'le must 
strengthen our new Bureau of Oceans, E..'P}vironmenta~ and 
Scientific Affairs. The cumUlative effect of our budget

*' 

UNCLASSIFIED 
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,UNCL~SSIFIED ' 

( 	 /-: 2 
... 

stringencies and staIf reductions during the past years 
has drastically curtailed our flexibility to obtain these 
staff resources by reprogramming of current resources. 

Also included in our operating expenses requirements 
ar,s funds to improve our (,::ommunications capabilities 
particularly in ~rica and to be more responsive to the 
Secretary's communication needs considering the heavy 

! demands for overseas negotiations. 

Our second area of concern is our need to establish 
representation to the united ,Nations Environmental Pro
gram which is headquartered in Nairobi and to strengthen 
our Mission to the L~ternationa1 Atomic Energy Agency in 
Vienna where ~~ have a major interest in the IAEA safe
guards and energy programs. The adjustment required here 
is small, $240,000 and 5 poSitions but because of the 
limitations inherent in an appropriation of only $8 

" 	 million these needs cannot be met by internal reprogram
ming. " 

The approval of an increase of $12.8 million to 
finance the shortages in our regular operating expenses 
and our Missions to International Organizations activity 
would resolve the need for improved representation- abroad 
aild permit funding of our communications requirements.

:. 	 . . 

Alternatively, your approval ~o reprogram the OMS 
allowance to use the amount originally"approved for the 
Soviet refugee program ($13 million) for these other 
purposes would permit us t.o budget for our estimated, " 
priorities withou~ increasing the current allowance. 

The third area of concern relates to our important 
educational, exchange program. The Office of l-1anagement 
and Budget has recommended a budget level $21 million 
lower'than our request for programs carried out under the 
Fulbright-Hays Aot, ~"hich is aimed at strengthening mutual 
understanding and international cooperation. This strikes 
a severe blow to an activity Secratary Kissinger and I 
consider of the highest importance in carrying out our 
foreign policy objectives. 	 r 

UNCLASSIFIED 
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OMB's recommendation of $58 million (against our $79 
million request) places· our basio world-wide program at a 
virtual standstill. Thi3 surprisingly low allowance would 
be most damaging to the Department's ability to car~ out 
coherent programs in response to the Administration1a 
initiatives in the Middle East and Latin America. It 
would also make it impos~ible to meet new requirements and 
opportunities for cu~tural relations programs ''lith high 
priority areas, such as the Soviet Onion, Eastern Europe, 
and the People' S Republic of. China. 

In addition ~o the $58 million, OMB has recommended· 
$15 million (from U.S.-owned yen) to be used exclusively 
for programs with Japan and $800,000 (from U~S~-owned 
rupees) to construct an American Studies Research Center 
in India. While we support· ~~ese additions in ?rinciple, 
they would not in any way contribute to our ability to 
carry out activities which we consider of even higher 
priority. I propose, the~efore, that you permit us to go 
to Congress with a reque~t equal to L~e total figure C~ 
has' recommended under the authority of the Fulbright-Bays 
Act, $73.8 million, but without the limitation that $15.8 
million of this total be expended in our programs with . 
Japan and India. . ; 

~ A $73.8 million allowance, although $5~2 million 
under our request, will enable us to increase substan
tially our programs with Japan and India, and it: will 
also make 1t possible for us to meet most of our high 
pri~rity commitments on a gobal basis • 

. '. Our request. is modest measured against what it will 
buy in promoting the attitudes and institutions essential 
for improved understanding. This is the kind of program 
which justifies a substantial increase, both on its merits 
and as a signal of your Administration's responsiveness to 
emerging priorities. 

Recommendation: 

That you authorize an increase in the ,OHB Allowance 
of $28.6 million (Salaries and Expenses $12.6 million, 
Missions to International Organizations $.2 million, 
Mutual Educational and Cultural Exchange $15~B millionl 

UNCLASSIFIED 
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and 124 position~ for the fiscal year. 1976 budga~ of L~a 
Department of State. 

Approve ______ Disapprove 

ALTERUATIVELY I that you authorize the Department to 
reprogram the OMS allowance consistent with our estimate 

- of priorities and to increase personnel strength by 124 
positions. 

" Approve _____ Disapprove 

.... 
," 

.....;, 
 ',' 
""' 

.' 

.... 
. - . " ' 
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Attachment:: -
", 

Analysis of 1976 requirements and 

OMB Allowance 


• 
'.. 

Drafted: H/FRM/BP:DCEller:fb 

x22077:12/17/74 


Concur.rence: M/FR..\.l - Mr •. , Murray 
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Analysis of 1976 Requirements and o~m l\llm'lance 
(In thousands'of dollars) 

( 
.. otom Dept'l. 

l\ppropriation Allm'lance Appeal Difference 

~ 

Salaries and Expenses .•....... : $390,660 $403,260 +$12,600 
637(b)1/ ........... ·......... . 5,548 5,548 
Pay act supplemental .....•... 9,823 9,823 

To ta 1 .................... . 406,031 418,631 + 12,600 


Representation •....•.....•.•••. 1,736 1,736 
637(b)1/ .................... . 40 40 

Tota 1 .................... . 1,776 1',776 


Foreign Buildings Program..... . 29,727 29,727 
Pay act supplemental ........ . 113 113 

To tal .................... . 


Foreign Buildings Program 
Special Foreign Currency..... . 

Emergencies in the Diplomatic 
d Consular Service •..•...•.• 

rr ~nt to Foreign Service 
\ rernent ................... . 

'L~y act~supplemental .•••••.•• 

29,840 

9,785' 

2,100 

20,535 
1,900 

29,840 

9,785 

2,100 

20,535 
1,900 

Total .................... . 


Contributions to International 
Organizations .•...•.•.••.••.•. 

Missions to International 
Organizations ••...•..........• 

Pay.. act supplemental ..••.•... 

22,435 22,435 

245,610 245,610 

," 

8,288 8,528 + 240 
165 165 

Tota1 .................... . 8,453 8,693 + 240 


International Conferences •..••• 7,316 7,316 
637 (b) 1/.................... . 21~ 212 

Tota1 .................... . 7,528 7,528 

Trade Negotiations .......•..•.. 2,523 2,52~ 
Pay act supplemental ....·..... 73 73 .. 

Total .................... . 2,596 2,596 
• 

yo'Am~rican Sections, Int'l. ," 
unissions .................. . 1,507 1,507 


?ay act supplemental ....... . 43 43 

r-po tal ...•........•........ 1,SSO 1,550 




°i " 

Appropriation 

_crnational Fisheries . 
Commissions ..................." 


Pay act supplemental ........ . 

Total .................... . 


Mutual Educational and Cultural 
Exchange .•............•....•.. 


Pay act supplemental ...•..... 
Japan-U.S. exchanges .....•••• 
India-(Special Foreign 
Currency) •.•...•••••...••..• 

Total .................... . 


.East-I'Jest Center ....•..•..•.•.. 

Migration and Refugee ......•..• 
.;.;, Pay act supplemental .•.•..•.. 

Subtotal .•••..••.••••••..• 
Soviet Refugees not going 

to Israel ....."............. . 

Total ...... . " .............. . 


I...._~ltr ibutions for International 
)Yo -r::ekeeping: 
\ ernational Commission for 

~ontrol and Supervision in 
Vietnam.................... . 

United: Nations Force in 

Cyprus .................... . 


--:, Permanents, Trust Funds, etc .•• 

Total, Department of State 
~. (exclusive of IBWC) •••.•.° 

ONB 
AllOi~ance 

4,700 
30 

Dept'l. 
Appeal 

4,700 
30 

4,)30 4,730 

57,440 73,240 +15,800 
560 560 

15,000 -15,000 

800 800 
73,800 73-,800 

9,000 9,000 

10,068 10,068 
32 32 

Difference 

10,100 10,100 

13,000 -13,000 
23,100 10,100 -13,000 

19,800 19,800 

9,600 9,600 

59,713 59,713 

937,447 937,287 

1/ 	 Administrative and Other Expenses, State, Section 637(b) to 
be transfered from the- Foreign ]I.ssistance Appropriation •.. 

".. 

r' , ..... 
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EXECUTIVE OFFICE OF THE PRESIDENT 
OFFICE OF MANAGEMENT AND BUDGET 

WASHINGTON. D.C. 20503 

DEC 2 J 1974 

ACTION 

MEMORANDUM FOR: THE PRESID~, 

FROM: PAUL H. D'NEI";; ~ 
SUBJECT: Budget Decisions 

I. BACKGROUND 

As we mentioned earlier, several 1976 budget issues remain 
for your decision. This binder outlines issues on which 
your decision is needed in the next few days. 

II. RECOMMENDATION 

That you give us your decision on these issues by Friday, 
December 27 • 

• 




THE WHITE HOUSE 

WASHINGTON 

MEMORANDUM FOR: THE PRESIDENT 

FROM: 

SUBJECT: Addit'onal 1976 Budget Issue on Foreign Assistance 

Since we prepared the original papers for you on foreign assistance 

budget issues, estimates for military assistance to South Vietnam 

for both 1975 and 1976 have changed. 

Attached is an issue paper on that matter to be added to the book you 

now have entitled "1976 Budget Session with the President -- 12110/74." 

Attachment 

<.., 

\,."'.' 
;';' ,~ 

~' 

,'b,l\ '- ,- /-..........-----'" 
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eONFIDENTlAr 
FOREIGN ASSISTANCE 

1976 Budget 

Issue#12: Military Assistance to 
South Vietnam 

Statement of Issue 

How much grant military assistance for South Vietnam in 1975, 1976 
and Transition Quarter should be requested in the 1976 budget? 

1975 1976 Total 
1\~~roE· SUEE1. Est. ¥S%. Reguest 

($ millions) 

Alt. #1 (NSC) 700 300 1293 • 355 2648 
Alt. #2 ~DOD~ 700 1293 355 2348 
Alt. #3 OMB 700 300 1000 250 2250 

Background 

Prior to December 3, there was agreement on the levels for military 
assistance to South Vietnam - $700 million in 1975, $1000 million for 
1976 and $238 million for the transition quarter. It was understood 
that DOD probably would wish to submit a supplemental-request later 
for $300 mi11iofi for 1975 if a sizable attack occurs in the coming
dry season. 

Secretary Schlesinger, with Dr. Kissinger's agreement, has now decided 
to increase his 1976 recommendation to $1,293 million, based on 
recent field visits by DOD staff (Ambassador Martin's estimate was 
$1,950 million.). DOD states that the additional $300 million for 
1975 and $293 million for 1976 will be required whether or not there 
is a major enemy attack this spring. DOD is, therefore, prepared 
to assert now the nee~ for $1,293 million for 1976, as well as an 
increase of $117 million for the transition quarter (from $238 
million to $355 million). However, Secretary Schlesinger does not 
wish to include a request for the $300 million supplemental for 1975 in 
the 1976 Budget on the grounds that the chances for securing additional 
1975 funds from the Congress are poor at this time but should be 
more favorable later after the anticipated North Vietnamese offensive. 
Secretary Schlesinger also recommends that the President indicate in 
his Budget Message that additional funds will probably be needed in 
1975 although they are not being requested now. 

DECL!\.CC"FIC"D..)-..il I 

EO, ,12356, Sec. 3.4 (bJ 
, , 983 

W... ·I." Ho"'-< G~';ci() Lines, Feb. 24, 1 .~ 
Ii....... -'~'~ 
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CONFIDENTIAL 


Alternatives 

11. 	 Request $1293 million for 1976 and $355 million for the transition 
period. Propose a $300 million supplemental for 1975 in the 1976 

" Budget. 

~ Request $1293 million for 1976 and $355 million for the transition 
~ period. Make no provision'for. a 1975 supplemental except by

reference in the Budget Message (DOD rec.). 

13. 	 Requ~st $1000 million for 1976 and $250 mi"llion for the transition 
period. Propose a $300 million supplemental in the 1976 Budget
-(OMB rec.). 

Analysis 

The only apparent advantages of a 1976 request of $1293 million would 
be to signal (1) to the Congress that $700 million annually clearly 
is not enough to fund the war and (2) to Hanoi our intention to support 
South Vietnam. This approach, however, risks antagonizing the Congress 
at a time when the case for an 85% increase might be more difficult to 
make than later when an offensive is under way. As for the 1975 
supplemental, -fai1~re to request the $300 million 1975 supplemental
in the -Budget could "make a 1976 request of $1293 million appear 
unreasonably hig~ compared to the $700 million appropriated for 1975. 

Alternative #3 wcu1d assert the validity of a $1000 million level for 

both 1975 and 1976, while leaving open the option to amend the 1976 

request upward later if justified by events in South Vietnam. 


DOD Recommendation: Alternative #2 -- Request $1293 million for 1976 
and $355 million for the transition period. Defer ~he 1975 supplemental. 

NSC Recommendation: Alternative #1 -- Request $1293 million for 1976 
and $355 mil110n for the transition period. Include a $300 million 
supplemental request for 1975 in the 1976 Budget. 

OMB Recommendation: Alternative #3 -- Request $1000 million for 1976 
and $250 million for the transition period. Include a $300 million 
supplemental request for 1975 in the 1976 Budget. 

cCONFIDENTfAr
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MEMORANDUM 

THE WHITE HOUSE 5968 
WASHINGTON 

-G.O~FE3Et~..ftAL ACTION 

December 10, 1974 

MEMORANDUM FOR: THE PRESIDENT 

FROM: HENRY A. KISSINGER k 
SUBJECT: Foreign Assistance Requests for FY 1976 

Roy Ash has completed his review of agency proposals for econonlic and 
security assistance in the FY 1976 foreign assistance request to Congress. 
I have a number of reservations about the OMB recommended levels, 
which in tnany instances do not fully reflect the foreign policy imperatives 
which I believe should be served by this vital program. 

Much of my concern is derived from the basic assumption that MAP grant 
aid should be terminated at the end of FY 1977. This assumption drives 
tnany of the lower funding alternatives proposed by OMB. The State De
partment proposal recommended a phased shift to FMS credit from grant 
MAP but continuation of most MAP grant programs beyond FY 1977; 
OMB favors an exp~icit policy to terminate all regular grant programs 
after FY 1977 and shift to FMS credit, except where active hostilities or 
special circumstances warrant grant aid. 

Grant assistance is an important diplotnatic tool for the achievement of 
our own interests. The U. S. needs it as quid pro quo for political support, 
use of bases and facilities and, to a linlited degree, to strengthen allies 
with shared national security interests. In tnany cases the use of MAP . 
provides the only leverage with nations faced with real or potential threats 
to their security. Elimination of MAP would destroy a valuable instru
ment of foreign policy. Moreover, I do not subscribe to the OMB thesis 
that by presenting to the Congress a fully programmed phase-out we will 
buy any real measure of support for what we seek in any given year. If 
our programs are unsupportable on their merits, we deserve to forfeit 
Congressional support for them. However, if they are needed and serve 
our interests, we should present them and should tnake a tnaximum effort 
in their defense. 

With the exception of the issue of termination of MAP grant assistance 
and the reduced funding levels associated with that termination, the NSC 

60?cfPlf)Efcf ':rIAL GDS 
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CONFIDENTIAL - GDS 2 

staff and the OMB staff have worked closely together in the preparation 
of Roy Ash I s review. The NSC and the State positions are fairly pre
sented in the paper. 

The znajor differences stezn frozn differences in the political necessity 
and diploznatic value placed on various prograzns. The NSC positions 
reflect zny personal judgznents on what the prograzns should be, and 
before considering any reductions I urge that each reduction be weighed 
in terzns of its iznpact on our security interests. My own judgznent is 
that, with the exception of the two cases indicated below, reductions 
would pose substantial risks to itnportant security relationships. 

I 
With regard to developznent assistance to Indonesia and Morocco, I agree 
with Roy Ash. His recoInInendation that the developznent loans for these 
two countries ($25 million total) be eliminated is based on an accuznulation 
of foreign exchange earnings of considerable znagnitude in both cases. I 
believe our foreign policy and national security interests can be adequately 
served with the znodest military assistance prograzns proposed for each. 

CONFIDENTIAL - GDS 

• 



	pt1.pdf
	pt2.pdf
	pt3.pdf
	pt4.pdf
	pt5.pdf



