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THE WHITE HOUSE

WASHINGTON

January 6, 1976

SECRET

MEMORANDUM FOR: BRENT SCOWCROFT
FROM: JAMES E. CONNOR }Ef
SUBJECT:  Security Assistance Decisions for

Transition Quarter and 1977

The President reviewed your memorandum of January 2 on the above
subject and approved the following:

"Increase of the FY 77 supporting assistance for the Middle
East by an amount equal to one-quarter the supporting assistance
for FY 76."

The following notation was also made:
" "Please communicate this immediately to Jim Lynn, Paul

O'Neill and Don Ogilvie., Also, I believe we should agree

with Secretary of Defense on the Minuteman proposal as an
add on."

It is my understanding that this decision has already been transmitted
to Jim Lynn, *

cc: Dick Cheney - DECLASS|F|ED
Jim Lynn 7 E.O. 12356, Sec. 3.4 oy i?/?f
DS(
Mk 42l HE

By CBH_NARA, pate _l0[20/2€
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‘MEMORANDUM

THE WHITE HOUSE

WASHINGTON
SEGRET January 2, 1976
MEMORANDUM FOR: THE PRESIDENT
FROM: BRENT SCOWCROFT @
SUBJECT: Security Assistance Decisions for Transition

Quarter and 1977

I have reviewed your tentative decisions on Security Assistance for
the Middle East and Latin America with Don Ogilvie, as you suggested.

In view of the fact that the State appeal of your tentative decisions with
respect to 1977 was disallowed except for such increases as might
represent Transition Quarter funding, I recommend that the calculation
of equivalent funds for the Transition Quarter be made from FY 76
rather than FY 77 levels. Calculating from the 1976 base would result
in supporting assistance funds for the TQ equivalent of $185 million

for Israel (vice $150), $20 million for Jordan (vice $16), $178 for
Egypt (vice $137), and $23 million for Syria (vice $17).

It is obvious that we are operating in an area of great uncertainty
pending Congressional decisions on FY 76 Security Assistance and your
decisions on Israeli military equipment. Pending resolution of these
uncertainties, I feel that my recommendation better preserves our
flexibility than would that represented by the ""NSC alternative®'.

I concur in the increase in Latin American FMS credits by $10 million,
to $195 million.

RECOMMENDATION:

That you approve increase of the FY 77 supporting assistance for the
Middle East by an amount equal tg one-quarter the supporting assistance

for FY 76.
APPROVE DISAPPROVE

[

DECLASSIFIED
SECREF EC. 12356, Sec. 3.4.

MR 9 266 719 M . Gli9las
By _JABH naRA, Date (ol 3095




THE WHITE HOUSE
WASHINGTON

Jim -

The original of this was sent up

on December 30th but has not come
back yet. OMB (Jim Jura)

said they need answer by tomorrow.
Can you check this out with Dick
Cheney as to where it might be?










SEBRET 3
The additional FMS credits for Israel would increase the unused carryover
military credits into 1977 from about $250 wmillion to $625 million.
This increase is clearly unnecessary unless the Israeli's are going to
be permitted to purchase more than the MATMON request--a level which NSSM
231 determined to be already in excess of demonstrable needs and likely
to promote a destabilizing Arab arms buildup.

OMB estimates that the already approved level of economic assistance
will permit Israeli imports about $300 million above the level necessary
to maintain the real imports at the 1976 level. The proposed Transition
Quarter funding would permit an increase in imports of almost $500
million above the 1976 level in real terms.

Finally, in order to maintain a balance with the Israelis, aid to the
three Arab countries would have tc be increased by almost $250 million.
This would provide aid far in excess of their needs when added to the
already approved 1977 Tlevels. These increases would simply add to the
unused backlog of aid funds in Egypt and the build up of Syrian and
Jordanian foreign exchange reserves, thereby raising the Tikelihood

of adverse U.S. public and congressional reaction.

1977 Appeal of Middle East Programs

I am not aware of any new factors that would affect our decision on
State's 1977 appeal beyond those set forth in the attached appeal
memorandum. OMB and NSC continue to support your original decision.

If you decide to increase funding in the Transition Quarter, OMB
recomnends that you decrease the 1977 level by an equal amount since
calendar year 1977 import requirements are already adequately provided
for.

1977 Latin America FMS Credits

State has appealed your decision to provide $185 million in FMS credit
to Latin America-in 1977 and recommends $238 million. The argumentsfor
and against the higher level are set forth in the attached appeal
memorandum.

We understand NSC now recommends a more modest increase to $200 million.
OMB continues to support the $185 million level.






B )

3. Latin America FI'S

- Accept State appeal (8223 millfon)
- Approve NSC alternative (5200 millien)

- Reconfirm original decision ($185 million)
(G483 recommendation)

e e s
-
i g e AT

Attachment

cc: Official File - B0 Records
Director
Director's chron
Deputy Director
Mr. Ogilvie
Mr. Sanders
Mr. Shaw
Gen. Secowcrnft. HSC
netui it = Rooa 6201 ¢ LU
Return - Room &236, HEOD

IAD:EGSanders/HJShaw:hjl 12/23/75



MEMORANDUM FOR: THE PRESIDENT
FRO!M: JEMES '[} /LYM, and HENRY A. KISSINGCR
SUBJECT: Budget Appeal on Foreign Aid

The State Departrznt is aonealing vour decisiens on: (1) the Middle
East: (“) F4S credits to Latin Americay and (3) military assistance

to thoe Philiwnpines. Gl rocommends that you reconfirm your eariier
gecisions.

(Pregram in & willions)

1J?7
Oriainal 033 Fresidential State

1970 Rewieel Retume becision  Abeod

lsrael 2,240 2,90 700 1,600 2,000

N - A(T,ER) (T.560) {450) (T,059) (1,350)

Econonic) ( 740) ( 710) (350) { 600) ( ¢50)

. 253 253 120 _210 _250

i (T (CT100) NEE)) (75) (T 7%

(F:38) ( 75) | 75) ( 22) { 70) { 199)

(Ceonomic) ( 78) ( 728) ( 50) { 65) ( 73)

Egynt 750 ° 750 400 550 ' G50
[Tconomic)

Syria 00 80 60 76 75
{Ecenomic)

Total & 3,333 3,31 1,20 243 2.9

a/ Excludes P.L., 430
The basic issua coacerns the level of assistance to Israel. Ve under-
stand tiat your nrimary concern 1s to avoid creatinag the expectation
of contirued aid at kh? very hich 1776 Tavels, while at the same time
avoiding the aonearance of 2 punitive recduction in aid levels to Israed.
Tha assistance 1@ve!° o the other countvies are largely based on the
perceived balonce with Isracli aid. DECLASSIFIED

E.O. 12958 Sec. 3.6

SRR (DS ﬂ&ﬂid,fﬂ.;&_z&u_ﬂﬂ%

By_{tt _ NARA, Date yli398
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Arqurents for tho State Appeal

- o - [ Y ) .. K - . R i
Froumants for Malaladtadnyg Touwr fnitial Uecision

The $700 million reduction in total aid to Israel from the
1976 level of $2.3 biilion wouid be interpreted by tha Israelis
as punitive.

It would also be viowed by Isracl as further evidence of lack
of U.S. support at a time when we are not sunporting them on
other issues (e.qg., PLO participation in UN dobates).

The State appeal proarem of $ $2.0 billion, & 2400 million
increase over your cavriier dDC!Ci“ , 1S judcad to be the minimum
necessary to substantially ease these Israzi 1 concerns and
continue the flow of military equipment perceived as essential
by the Isvaelis.

Tha State nrones e
iir

zase in aid to the Arzh countries is
primarily rgﬂ al

1 ce the increase for Isracl.

The $1.3% billion in military fi“‘ncing i3 nocded to assure
financing for military imporis at the full HATHON Tevel in
both 1976 and 1677.

PR 1 T, w o e P

The 51.6 billicn Tovel should proviée adequate psychological
assurance of U.S. suprort in view of the hi ar level of military
imnorts, without encouraging Israeli 1ntrans1gence.

The $1.6 billicon aid level for Isracl meets essential cconomic
inport nzeds and provides for hich levels of wmilitary imnorts

(full MATHMOH in 1976 and 1/3 HATHOH in 1277). vhiereas the 2.0
billion Tevel would wmore than cover Tull BATHOH in both years.

Military irports even avnroaching the MATHIOH B levels for
1676-1920 will be hichly dustabii“inq and are likely to force
an escalation of the Arab militory buildup. (The draft KSSM 231
sbu*y indicates that the HA 1.04 B che1 of Israzli military
urchasaes shsuld be rejected and the level held to the minimum
nc“fei for essentially political nurposas since Israel's defense
canabilitios are fu]iy adequate throuﬁn 1930 without any new
orders from the U.S.)

Increasas in =21d to the other couniries are pregrarmatically
unjustified and would merely increase excessive Syrian foreian
exchang@ resevves and add to the large p1uh11nu in the Egyptian
aid prooran and further encourace the Eqyntian refusal to follow
IMF and U.S. CGovernment recommendations for essential economic
reforn.
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-~ Finally, the State apneal would raise the "base" from which
future aid levels will be calculated and would increase 1977
outlays by about 5200 million.
(2) Latin America FMS Credit Levels
(Program in & millions)
1977
Original 0B Fresidential State
1276 Reouest Recom, Decision Appeal
FMS Credits 180 238 165 165 238

State recommends recensideration of your decision to request 3185
million in 1977. Principal increases within tha 238 million re aional
program would be fn Brozil {up From 250 million in 1876 to $90 wmillion),
Argentina {un frem $32 willion in 197¢ to «JO i lic ﬂ) and Cn:?e (up
375 to 520 n11}10n). Th avc SO 111er increases
a

AR

from Pﬁfnwnq in 12
for RBolivia and Colombia would be narti
Venezuela, Hexice, and the Eahamas.

]

Arquiznts for the State foncel

==  The ingrease for Brazil is nacessary to nroserve our pesition

e N L immae

.t . " . L~ tn ¢ . . PR I .t
a» L Doasikary suutee Ul i bary Surimeiny 0 wdGerr 3 TuiGes.

-~ The Arcentinz prograi must be increased to accommodate
Arventina’s fore modernization Dxr 1s and raintain our overall
relations witn a country wheyre the military is taking
increasing resnonsibility for dovarnment.

-~ The $6 mitlicn increase for Polivia is needed to offset the
phaseout ©f grant AP,

Arcquments for Your Earlier Decision

-- The $185 miilion already provides a small incrcase over the
1376 request, and is substantially above tha $134 million the
region was zble to utilize in 1575,

~~ The Ql“' illion leval 1s adeguate to cover dusired increases
for Bolivia and Colomdia, allow up to $20 wmillien for Chile,
and permit funding Erazil and Argentina at the 1975-75 levels.

-~ Secretary Sinon oppeses increases for Argentina as a poor
credit risk,

~-- Conarzss is likely to delete funds for Chile for human richts
reasons and may cquestion a 0% increase for Brazil con similar
arounds.

SR~ 6DS
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(3) Philippines
(Program in $ iwillions)
5 1677
‘ Original OrlB Presidential State
1976 Rsﬂl st Racom. Decision Appeal
Grant MAP 19.6 20 15 15 20
FHMS Credits 17.4 20 25 25 20
37.0 490 40 40 40
Argurmants for the State Avpeal
-- e are about to entor negotiaticns with the Philippines on
the staitus of cur military bhazes end on the entire rance of
our bilataral economic r'iatiun A reduction in our HAP
Tevel wouid nrobably toushen :h1110 pine positions on both
these issuss.
-- It is Ambaszador Sullive n's Judonent that if cur MAP level falls

mach belew 520 wmitlion, the Philippines will uamand rent for
nnn'l-ﬁn”r,i aen n-(' &hn L—.ufw-

RS ok e ad W

-- You alraady anoroved a MAP level of $19.6 miliion for Indonesia
in FY 1377, ‘2 should not have a lower MAP ficure for the
Philippinos, wihich pawmits us to have bases on its so0il, than
xor Indonesia. The Philippines 1s highly sensitive to such
comparisons

rauman aur artiar C n
Arg ts for Your Earli Dacisio

~~  Tne MAP phascdown for the Philinpines is part of a gradual
worldwide substitution of FMS credits for grant MAP.

-= The Philippines may rcquest large increases in aid as part of
the base necotiations. and the geing-in nesition should not be
Tncreased above the winimum nacessary.

- Accept State apreal (¢2 billion)

- Reconfirm oriainal decision ($1.6 billion)
(013 vecormandation) ’
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2. Jordan

- Accept State appeal ($250 miliion)

- Reconfirm original decision (5270 mi1lion)
(OMB recommendation)

3. Egypt
- Accept State appeal (5659 million)

- PReconfirm original decision (4550 millicn)
{(0MB vecommendation)

.
(]

:

yri

~ Accept State appeal (575 millicn)

-~ Reconfivin original dacision (570 million)
(0B reccommendation)

181 ]
.

b addn Armanira FMG
P ) « - a3 . o -

- Accent State appeal (3238 million)

- Reconferx original decision (3185 million) -
(OHB v comnendaL101)

6. Philipnines

- Accent State appeal ($20 million BAP, $20 million
Ms)

- Reconfirm original decisien (215 miliion MAP, $25

million FUS) (0MB recommendation)

CC: OQfficial File - DO Records
Director
Director's chron
Deputy Director
Mr. Ogilvie
Mr. Sanders
Mr. Shaw
Mr. Sisco - State Department
Return - Room 8201, NEOB
Return - Rooin 8236, NEOB

IAD:EGSanders/HIShaw:neh 12/11/75
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