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PLAYING OF THE ANTHEMS.
VOUNSUL GEMERAL SHIMONI

BY: THE HOMORABLE KRANK
%~ ACCEPTANCE REMARKS:

PRIME MINISTER OF ISRAEL
| 6= EXIT MUSICa POLICE AN

DATEs MONDAY g_aum;@r.n.
PRESIDENG) THE HONORABLE MITTEL Y. LEVINSON

MANAGING DIRECTOR
CITY OF PHILADELPHIA

X'Aan THvnR

L+ RiZZ0 MAYOR

BY v HIS EXCELLENCY YITZHAY RaBIN

I FIREMENS BAND

2= AMERICAN WATIONAL ANTHEMs POLICE AND FIREMENS BAND
MOTEs A MINTEEN GUN SALUTE WILL BE GIVEN SIMULTANEOUSLY WITH THE

3~ WELCOME REMARKS IN HESREWs (BY A CHILD TO FE DISIGNATED BY

1N DTHY INEPD N S mMvn — v phan
PInD Y A — o5 TEeE o Mg
PRUA) PN W PPNy
nmme YiRtTent  niwon
LA 957 — vin Jdovae Lot B T | -
349 'wm TEW 1 S
76 W13 1012003 nde) 1183391 1 D
i@ﬁ Y9y Y
Sy
i
J1* 9510 TOED pros o*nm ToEY "D Y
TRIVIR TTES 1N *o0eY 0° %M VA oun e Memiag NJon IO .4
e
sNTaoToen
DATE Y. JANUARY 26 Vi s
DINGs ILLEL S.LEVINS AHNAGING DIRECTOR
CITY OF PHILADELPHIA.
J 1— ISRAEL! MATIONAL ANTHE¥: POLICE AKD FITEMENS BAND

&~ WELCOME AND FﬂEEEHT!%TﬂH OF *'FREEDOM OF T4 CITY’* PROCLAMATION

VT 2100 TYS oo nTaon K ] "

1- OPENING REMAKS: MR LEVINSON
2~ PLACING OF WERETH AT LIBERY B:illL=

BYs PRIME MINISTER RAIN

| MOTEs HIS EXCELLENCY WILL BE ESCORIED TO THE BELL BY MAYOR
| RIZZO AMD HIS EXCELLENCY SIMCHA DINITZ, AMBASSADOR OF |SRAEL

TO THE UNITED STATES,

| 3~ PRESENTATION OF PHILADELPHI» BOWL. AMD BICENMTENN|AL MEDALC

BY: MAYOR RIZZO
TO: PRIME MINISTER RABIN

19
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HATIXVAH AND WATIOMAL ANTHEM ARBEL CHORALE AND ENSEMBLE

FROM CURTIS INSTITUTE(3 MIN)
OPENING REMARKS -BENJAMIN S. LOWENSTEIN{JCRX)
GREETINGS BY CHAIRMAN = |, JEROME STERN, ESQ. PRESIDENT FJA(IMIN)
INTRODUCTION OF SPECIAL DAIS GUESTS -~ |, JEROME STERN 3 MIN

. REMARKS s GOVERNOR MILTON SHAPP

- MAYOR FRNAK L. RIZO
SENATOR RICHARD SCHWEIKER
w-JAMES TOOMEY PRESIDENT AFLCIO COUNCIL E )

SENATOR SCHWEIXER TEREM |SHER Hl5HTA1FuTﬂA
NTRODUCTION OF PRIME MINISTER = | ,.JEROME STERN 5 MIN .
ADDRESS— PRIME MINISTER YITZHAK RABIN 20--25 MIN
BENEDICTION: RABE] MORRIS DEMBOWIT PRESITENT
GGEATER PHILADEPPHIA BOARD OF RABBIS 3 MIH

ADJOURNMENT.
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IS EXCELLENCY,YITZHAK RABIN,PRIME MINISTER OF ISRAEL HWAS ACCEPTED - <

ESIDENT FORD'S INVITATION TO VISIT THE US FROM NJANUARY 27 '
TO FEBRUARY &,
iN ADDITION TO HAVING DISCUSSIONS WITH THE PRESIDENT AMD OTHERS
IN WASHINGTON PRIME MINISTER RABIN WILL VISIT SEVERAL OTHER
LR 1STER ARD s AR o il 81T VHACH, B SR e

ABIN © HIS ¥ WHICH WILL SERVE THE SYMPOBL I

THE CLOSE RELATIONSHIP BETWEEN ISRAEL AND THE US,THE VISIT > “.
WILL PROVIDE AN OPPORTUNITY FOR THE PRESIDENT AND THE PRIME
MINISTER TO DISCUSS IN DEPTH THE CURRENT SITUATION IN THE MIDEAST,
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HIS EXCELLENCY. YITZHAE RABIN, PRIME MINISTER OF ISRAEL. HAS
ACCEPTED PRESIDENT FORDS INVITIATION TO VISIT THE UNIT
FROM JANUARY 27 TO FEBRUARY &, ED 8TATES

IN ADDITI
N

ON TO HAVING DISCUSSIONS WITH THE PRESIDENT AND OTHERS

WASHINGTON, PRIME MINISTER RABIN WILL VISIT SEVERAL OTHER

CITIES, PRESIDENT AND MRS FORD LOOK FORWARD TO RECE!IVING PRIME

MINISTER

AND MRS RABIN ON THIS VISIT WHICH WiLL SERVE TO |

_S'I"HEIJLIEE THE CLOBE RELATIONSHIP BETWEEN |ISRAEL THE THE us
[HE VISIT WILL PROVIDE AN APPORTUNITY FOR THE PRESIDENT AND

THE PRIME MINISTER TO DISCUSS IN
THE MIDDLE EAST, IN DEPTH THE CURRENT SITUATION IN

v
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ISRAEL'S REQUIREMENTS FOR EXTRAORDINARY
U.5. ASSISTANCE IN FISCAL YEAR 1976

Despite drastic economic measures taken by the Govermment of Israel during
the last twelve months, the foreign excharge pesition of Israel continued to
deterjorate, The extremely large requircments for security expenditures, as
well as the sharp incresses in the prices of oil and essential commodities were
the main factors making for this deterioration. This situation will continue

in 1975 and Government of Israel measzures alone cannot cope with these problems.

This peper presents the forefgn exchange needs and military
expenditures of Israel during calendar years 1375 and 1576, together with
other information, to enable tha United States Government to determine the

assistance to be granted to Israel in Tiscal year 1976.

fecause of the November 10, 1974 devaluation and initiation of a strict
austerity program, forecasts amd projections are subject to change, and some
figures are provisional. However, this paper reflects the essential situatfon

and needs of Israzl.

5 Dafense Expenditures

Israal's defense problems are the principal source of its internal
inflationary pressures and its foreion exchange difficulties. Ever since

the 5ix Day Mar of 1957, lsracl's defense expenditures have been of &

magnitude characteristic of war time economies, Even in the pre-5ix Day
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Mar period when defense expenditures were the equivalent of 11% of Israel's
GNP, this ratio was very high by comparison with the Eurepean, industrial
countries. Beginning with 1967 (17.5%) defense expenditures rose to the
equivalent of 29.4% in 1970, the year of the HWer of Attrition, and only fell
to 25.0% in 1972. The October 1973 attack raised the 1273 percentage to 45.7
and estimztes for 1974 and 1975 are at 30%, and no reduction can be

foreseen for 1976,

In terms of percentages of the Governmant of Israel's budget absorbed by
the defence expenditures the same picture emerges of peak expenditures in the
year of the Yom Kippur War amc then recession to & level significantly above

pre-dar years.

Israel Ficcal Years 1972/73  1973/74 1974/75 1975/76
Actual Actual Budget First
(April-March 31) Projection
Total Budget (IL bil.) 18.9 29.6 39.8 53.0
Defense Budnet (IL bil.) 6.1 13.5 15.8 20.4
% Defense/Total 3z 47 40 39

Israel's defense planning for 1975 and 1976 reflecis neither anticipation
of an a1l out war, nor & war of attrition. It does reflect the view that
strengthening of Israal's ability to defend ftzelf 15 essential in order Lo
prevent further hostilities and to maintain conditions conducive to progress
towards peace. This view was stated on numerous occasions by the Presfdent

of the United States.

Such strengthening of Israel’s ability to defend itseif will require the
following expenditures on defense imports in 1975 and 1976, as compared with

1973 and 1974,




Calendar Direct Indirect Total of Which
Yoar Defense Dafense Defenze from USA
Imports Imports Imports
{ in milldons of % )
14973 1,253 250 1,503 1,133
1974 1:350 500 1,850 1,300
1975 1,730 600 2,330 1,600
1976 1,600 650 2,450 1,850

It has been projected that the total of Israel's direct and indirect defense
expenditures abroad, during the three U, S, fiscal years 1976 - 1978, will amount
to approximately $8 billion. On this basis, Israel has requested from President
Hixon and President Ford special security assistance in the amount of $4.5 billion
to take the initfal form of a multi-yeer authorization for such 2 program. The
amount of %4.5 billion repiesents the estimated direct procurement through the
United States Department of Defense and it is in addition to the reguiar Foireign

Military Sales Program of $300 million annually which is required to finance

military purchases in the civil market.




I1. Foreign Exchange Prablem

During the course of 1974, the extremely large dimensions of lsrael's
econtenic problems have become evident. Isrzel is now facing the most
difficult econoaic situation since the years Temediately after its attaimment
of independence. Its probicns are compounded by what Secretary of the Treasury
Simon has called "a world economic situation that is the most difficult since

the years fumediately after World War 11",

The balance of payments is Israel®s basic economfc problem now and it
will be such for years to come. Table I and 11, which are appended, show
the magnitude of the problem, fts development from 1972 through 1974, and
forecasts for 1975 and 1976 based upon the post devaluation situation.

From 1972 through 1974 Israel's balance of payments situation deteriorated
drastically: the current account deficit increased from $1.1 billfon to $3.6
bBi114on; in 1973 Israel was able to finance its entire deficit from its capital
import, while in 1974, Israel could only cover fts deficit by draining S700 .

million from 1ts reservos, onterimg into expensive, emergency borrowings and

relying upon revolving additional shori ferm debt.

The 1972-1974 deterioration and the serious 1975 and 1976 situation are
attributed to four basic csuses: defanse expenditures, the enerqy crisis,
the ropid increacse in world commodity prices, the worldwide economic and monetary
difficulties. Israel's increase in foreign exchange expenditures on defense, |
petroleun and food between 1972 and 1975 15 demonstrated in the table which
follows. The totd] of additional expenditures on these three items alone, some
52,7 billden, is mora Lhan the $2.5 bi1lion fncrease in the current account

deficit bitween 1972 and 1975,




Categary Expendi tures Increase
1972 1975 1972-1975
{1 million §) (Inmil §) (in &)
Defense 750 2,330 1,570 207
Petroleus 100 Goo 500 500
Basic Foodstuffs 170 800 6230 371
Total 1,030 3,730 2,700

The accelerating worldwide economic downturn has a depressing effect upon
the expansion of Israel's exports. The fmportant luxury exports, high style
clothing, tourist services, polished dismonds, are particularly vulnerable.
Israel Bond sales, 23 well as the transfers of institutions, have been affected
by the same recessionary forces. Thus, current ectimates for 1974 roceipts
from these sources show the following considerable reductions from the March,

1974 estimates presented by the Minister of Finance in Israsl's Hatfonal Budget:

Estimates in & milldon

Receipts from: rch " 0.
State of Israc] Bonde 400 310
Transfers of Institutions 420 300

In addition to the Financing Requirements presented for 1975 and 1975

in Table I, the Government of Israel has am urgent, additional requirement.
Tables I and 1I assume that the level of foreign exchange reserves which could
be preserved to the end of 1974, 31,000 milljon, will not be {ncreased during
1975 and 1976. In Israel's exposed gea-political situation, a three month
foreign exchange reserve is vital. To meet this requirement Tsrael should
maintain foratgn exchange reserve of some 2.1 billion, in 1976,as oppoased

to the one billion it is able to maintain currently. The proposal made by

the Administration, recently, for a new loan facility could serve as an example




6f how a reasonable part of this Israeld reguirement could be met,

[t has now been rnqunized that individeal countries could find themselves

in economic troubles, with needed credit too scarce or too expensive to permit

them to maintain open economies at appropriate levels of activity. [srael

may very well face such 2 situation in 1975 and 1976. According to the
criteria of the Administration's proposal, Israel should be eligible to borrow

on market related terws from Such a facility to maintain the required level

of foreign exchange reserves.




1% Self-Halp Measures

Within days of the Yom Kippur 1973 attack by Egypt and Syria, the
Government of Israel initiated a financial mobilization to divert rescurces
from privete consumption to cover its rapidly mounting military expenditures.
The compulsory and velentary Mar Loans; fncreases in customs and’ taxes,
reductions in price subsidies, and increass in petroleum and electricity
prices, which were promulgated from October 1973 through January 1974, were
designed to reduce purchasing power by some IL 7 billion a year in an economy

which had a 1973 GNP of approaimately IL 37.5 billion.

In July 1974, the Goverament of Israel addressed itself to the problems
of inflation and excess demand, when it introduced a comprehensive program
of economic restraint., The measures taken included cuts in Government non-
defense expenditures, an Increase in the compulscery warloan and in the
jmport surcharge, cessation of unessential public and large apartment
construction, and a 90 day freeze on bank credit. This program will absorb
an additional IL 3.5 billion of purchasing power and will rzjse the share of
tax and compulscry loan payments to the patiopal and local governments of
Israel to 63% of Israel's national income, as opposed to 31% in the United

tates.

The far reaching measures which the Govermment implemented in a consistent
manner since the Yom Kippur War attained their objectives of dampening economic
activity and restraining the inflatiomary pressures. The hyperactivity of the

economy was reduced; Lhe rate of growth of the GNP in 1974 was reduced to 5%,
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as against the 9% average of previous years. Construction declined significantly

and the rate of indusirial production was reduced. Disposable real wages declined
and private consumption per capita is projeocted to fall in 1975, The rate of
increase of prices slowed significantly, non-defense imports, in constant prices,

ceased to qrow, while industrial exports. continued their rapid growth,

Despite the scope of the October-January and July programs, Israel's |
forejgn exchange position continued to deteriorate rapidly. By the end .
of October, 1974, the Bank of Israel's net foreign exchange holdings were i
some $800 million below the $1.7 biilion of December 31, 1973 and were only
sufficient to pay for one and & half months of imports, at the rate projected
for 1975, The Govermment of lsrael's response to this dangerous development
was the November 10, 1974 43% devaluation of the Israel pound to IL 6,00 =

U.S. § 1.00. The devaluation was part of a package aimed at reducing imports

and fncreasing exporis and the transfer of capital to Israel.

The package included the following measures in addition to the devalua-
tion, itself. '.

Elfmination of some IL 2.5 billlon of subsidics by permitting the prices
of basic food commodities to reflect the world wide inflation in commodity
prices, and petroleum products, bus fare and electricity and water rates to

rise to levels brought about by the energy crisis.

The effect of the elimination of subsidies was that Israel consumers had

to pay doubled prices Tor Toodstuffs. Retail food price increases ranged

from 200% for sugar, T4B% for eodible ofl, B2 for Standard bread.

Vil i ek i ieaac TR EELA S A A
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The average of petroleum product prices was increased by 82%, residential
water rates were increased by 1263, olectricity by 67% and bus fares by
40%. It 15 estimated that the price increases will cut Israel's consumption

of petroleum by 10%.

Prohibition of imports of Tuxury' items, principally automobiles and
consumer durable goods, which were being jmported at a rate of some $140

millicn & year.

The following taxes bgaring on the higher income group were increaseds;
foraign travel; withholding on dividends; capital gains; bank and insurance

saryices: duties on “luxury' imports.

The freeze on bank credit was extended to the end of December and repay-

ment terms on development and housing loans will be hardened.

Extension of contréls on construction through March 31, 1976,

The Government resolved to cut its current budget by IL.5 billian
bayond the IL 1.0 hillion reduction of July. 1974, In addition, the
Government adopted the principle that ths 1075/76 draft budget should be
restrictive, so that public consumption and investment will be Tower in

real terms than in the previous year.

The Government will attempt to have existing collective wage contracts
extondad for an additional year from March 31, 1975 and to exclude the

price increases caused by the November-packaoe from cost of 1iving adjustments.
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Despite the three dpe

astic Packages of self-help measures (describag above),

initiated by the Governmen ¢ of Israel i tctoher 1973, July 1978 and Novembpr

1974, which have had dnd will have important salutary effﬁcts, it is cleap that

Israel's Crucial foraign

and 1975, Without ddditig

In 1574, Israel's pu
Cost some S300 million,
Public Lay 430 Aqreomants

atates Eﬂ?erHWEﬂt. Isran

exchange situation Will not be undap control in 1975

nal, Ma55ive United States assistanca, Table T apd i

Sions for aid to Israel in the 1874 Foreign Assistance
Bress on Decembar 19, 1974, Even with this 3275 million
atton's requagt of $50 m#11ion for fiscal year 1875

1823 B111Hon, white U.s. military credits and grants,
lative Pracess, wilj enly total £71.1 Billion. Fisead
hority far u.s, financing of all defapsp shipments tg

3. Department of Defense, {s Estential to narrgw Ehis qap,

rehases of agricultura)l cormodities in the United States
Despite a iistory of Mneteen yoaprs ef couperation undap
s NGne of these Mirchases worp Financed by the United

1's PL 480 application o August 23, 1974 estimated total
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calendar year 1975 purchases at some 3400 nillion apd requested PL 480 financing,
based upon the criteris established over many years, for 5200 mi1lion, To date,
no more than 325 millien have been indicated as the planned allocation for 1975
PL 480 fimancing Tor Israel and only $9 milVion has been actually allocated.
Israe]l must attempt to obtain optimum finapcing of the remaining 5175 million

and expects U.5. assistance for this purpose, in the form of low interest,

long term loans.

Tabie T assumes that all of the provisions for ajd to lsrael in the United
States fiscal year 1975 foreign assistance legislation will be fully utilized
in calendar year 1975. As & result, calendar year 1976 U.S. assistance to Isras)
will be dependent on authorization and appropriation legistatien to be adopted
by the new Congress which will convene in January 1975. Without such U.S.
assistance Israel will Tace a 52.6 billien gap between foreign exchange requiro-
ments ard availabilities in 1876, and due to the very small reserves will not be
able to acquire the means necessary to maintain its security and provide the

commodities essential for its population and industry,

Israel has requested in the past that the United States Government will
seek legislative authorization for 2 multi-year military assistance program.
such autharization is needed to demonstrate the continuity of U.S. military
assistance andd to facilitate the execution of long lead orders by American
industry. The Government of Israel requests that the U.S. Government propose
iegislation to this effect, as soon as practical, and that Conqress be reguested

0 authorize & program amounting to $4.5 billion, Tor the next three fiscal years.
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As to 1976, Israel's requirements for U.S. financing by major programs

is as follows:

Military Sales Crodits and Grants
Payments within the Hulti-

¥ear Program - % 1,500 million
| , Regular FMS (malnly for purchases
in the civil market) - % 300 million )
‘ PL 480 (or alternate agricultural
commodity financing) - 3% 250 million
AlD Bousing Guarantees for Israel long .
term borrowing for housing constructfon -4 50 million

Soviet Refugee Assisfance {on the assumption
that Soviet immigration will be 1iker-
alized and Israel will receive 60,000
immigrants in celendar year 1976) = % 100 mi1lion

In addition to the above requircments, the Govermment of Israel requesls

I
|
a Supporting Assistance Grant in an amount not less than FY 1975 Supporting i|
Assistance. This additional assistance iz required to finance part of the r
defense imports which are not covered by military assistance and to prevent ||
Is*ael's foreign exchange reserves from falling beyond the end of 1974 . |

minimun level. !

& R N W e W

January, 1975




A.

B.

TABLE 1

The Financing of lsrael's Foreign Exchange Deficits

1972-14976

e - . . e e . ———

“(in mition §)

1972 1973 1974 1975 1576
Actua)  Actwal [Estimate Forecast Forecast
Finanging Reguirements
Total Imports 3,383 6,634 7,188 75890 8,600
{of which direct and
indirect defense) ( 762) ({1,503) {1,850) (2,330) (2,450)
Total Exports 2,303 Z . 855 3,540 4,155 4,880
Current Account Deficit 1,080 2,579 3,648 3,735 3,720
External Debt Maturities 447 A29 452 660 820
Total Financing
Regquirements 1,527 3,008 4,100 4,395 4,540
Sources of Finance
1. Unflateral Transfers
{excluding U.5. aid) 1,001 1,355 230 og0 860
a, Transfers of
Individuals 399 378 330 360 350
b. German Personal
Restitutions 292 264 300 300 260
c. Transfers of
Institutions 310 713 200 300 330
2, Ket Foreign Investment 188 170 50 100 120
a. Gross Foreign
Investment 188 250 150 180 200
b, Less Repatriation of
Capital =1 =30 =100 =00 -80
3. Israel Bond Borrowing 300 502 ELL 330 330

=
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TABLE I (contd.)
1972 1973 1974 1975 1976
| Actual  Actual Estimate Forecost Forecast

B. Scurces of Finance (contd.)

4, Long & Medium Term Loans

(excl. Bonds & U.S. afd) 314 an 425 650 540
a, German Government 37 57 &5 50 &0
b, World Bank & Fund 16 12 B0 190 130
¢. Eximbank 30 ) 10 B0 60
d. Commercial Borrowing 23 277 300 350 300
5, United States Assistance 362 1,181 1,186 1,571
a, Military Sales Credits 252 293 237 q73d
al Military Sales Grants 100
b. Emergency Security
Assistance - Grants ez 705 13
bl Emergency Security
Assistance - Credits - 95 585
c. PL 480 48 49 1 25D
d, AID Housing Guarentee 35 15 25 50
e, Resettlement of
Soviet Jews a9 40 40
f. Supporting Assistance 27 73 50 325
Total Sources of Finance 2,165 3,608 2,871 3,611 1,950

C. lncovered Deficit

(A - B) ( eag) ( er5) 1,229 784 2,550
EEEETF=E= === mREEET= HEESS =f= =k =R=):] ST
a) ©OF which $200 mil14on FY 1975 assistance and $173 milifon drawings -

against previous years crodits.

b) A.l.D. Adwinistrator Parker testified on April 4, 1574 that $26.4 million
of PL 480 shipments would be made to Israel in FY 1976,




TABLE 11

Israel’s Foreign Exchange Debt and Reserves 1972 - 1976

- e, S N B -

{in million §)

1972 1973 1974
External Debit
{End Year) 4,081 5.083 64270
For. Exch. Reserves 1,070 1,697 1,0003
Tatal Imports 3,383 5,434 7,188
Reserves as I of Imports 3z i 14

1975 1976
3,410 10,600
1,000 1,000
7,830 8,600

i3 12

L. T T L T L .

a} These reserves include the proceeds of short term and revolving debt.

-
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MHr. Chairman, Membears af the Committea:

I welcome this opportunity to testify on behalf of our Security Assistance
Progeam for the fiscal year 1976.

I weuld like in pasticular to discuss with you the fundamental place of
gacurity assistance in our effort to help construct an international
atguoture Ln which pecples can pussus prosperity, justice and positive
ﬁaplrazicns uncder condicions of emhanced mtability and wider prospacts
IO Paacs.

The Changing Context of Sacurity Assistance

We i:ve in a turbulent age, & fact which has placed security and world
orders at the canter of internstional relations. From the time of
Wocdrow Wilson, America's strength and influence have been used to help
structure o scable global ozder. Por Americans have increasingly under=
stood that damocratic institutions and the political, economic and
moral principles we hold dear cannot be secured in a world plagued by
perannial conflict and disruption.

In the Cold War era we saw our task as relatively straightforward. To
creake a world environment conducive to freedom we feli; in the broadast
sense, a keen interest in the course of avants all over the globe. To
contain our adversaries we sold or gave defense equipment and services

to those who would asscciate with ua in opposition to Communism. While
the specificzs of our security assistance programs were sometimes debated,
There was general consensus between the executive and legislative that
the concept of security sssistance was integral to our most important
foreign policy objectives,

With the end of the last decade it became evident that this rigid bipolar
structure had passed inte history. The era of American predominance has
givan way o strategic parity at a time when nuclear weapons grow mora
devastating, nuclear capablility proliferates, and festering regional
conflicte imparil global stability. Long-held assumptions about the
natore of international relations are chellenged, Hew centeras of powexr
and influepnee have dprung up arcund the*globe, bringing calls for major
alterations in global structures., A vast range of economic problems

has imposed new imperatives for restored growth and greater efficiency.

in &, Wi nave antered an uncertain and unpredictable era, a time of
helghtened peril to the success and even the survival of the community

of nationa. But in this time of change we hive seen new opportunities
for progress as well. Over the past several rears we have taken historic
oaps o Bake the post of thess oppoctiunities. Our foreign polloy design
ig Bcund armd wall underway, It goals are thogse which any Administratlion
== Demporat or Republiszan == can support. Wa gask

Le= to maintain our national strength and national purpose;

- to continually revitalize our bond to alliées who share our
tradition, valuss, and interezsts;
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o
- to reduce the perils of nuclear war: ;
- to build a rational relationship to potential adversaries;
- to help resolve regional conflicts that imperil glebal psace:
e to solve the orucial economlc issues befose ua; in the context |
?f 4 new ara of global economic cooperation among all nationa,
indoserial and daveloping, produters and consumers, c¢ast and wast,
north and sonkh,
Security assistance is one of the foundation stones of this design.
All foreign poliecy still beglng with security. ‘
== OQur alliances and the military assistance programs which support

them have beéen the bedrock of our security and of world peaca
throughout the post-World War II years. To maintain our nation's
safaty there simply is no substitute for a strong national defense
bolstered by mutually supporting defense ties with other nations
which share a commitment to pesace and a determination to protect
the independence of their nationhood. Especially in this age,
when nuclear weapons can bring global holocaust, wa have no more
fundamental task than to maintain the strategic balance; for other-
wise we risk our survival.

i But a balance of terror is an unaccaptably perilous: solution,
Any realistic hope for a durable peace will depend upon the con-
tinuved effort to place our relations with the Communist countries
on & more stable, reciprocal, and long-term basis. Based on our
strengih and the unity of our alliancez we have achisved many
pasitive developments in international reletionz over the past
several years. These unguestionably have been grounded onm the
recognition by would-be zggressors that those they would confront
ware part of a security system which left them no rational alter-
native to cooperation.

-

) In a world of proliferating nuclear capability; many festering
regional conflicts pose a great risk of globsl cenflagraktion. We
have no choice but to help contain these disputes and remove their
root cauges,. While it isg 5till poesible in some arsas of the

world to sesk to préserve psace through agreements to deny the
external suoply of military materiel, the possibilities of success
through this approach sre diminishing. Instead, regicnal stability
1 incraasingly bound up with the maintenancs of stable balances

cf power through carefully considered transfers of defenss aguipment.

= Every nation greakt or small, whether part of the ceatral
strategic balance or not, is fundamentally concerned with its

abllity to defend the integrity of its territory and maintain
internal order. HNo government can be indifferent to its security,
however it defines it; and security reguirements will compate with
economic and social development for a share of whatever rasgurces

are available. Thus,; this is a world in which the lavel and guantity
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of international military btransactions will be substantial. An
increasing number of countries have arms producticn industries and
ata becoming international suppliers. &nd an increasing number of
countries without defense production industries now can afford to
pay cash for arma from anywhera in the world., It is of substantial
political importance to the United States that we be able to respopd
tc tha felt needs of nations with which we sesk constructive
relations across the broad rangs of conkemporary issuss. The Dnited
States cannot expect to rebtain influence with nations whose perceived
defonse needs we disragard. Defonse supply links to these countries
can significantly =trengthen sfforts to achieve cooperation on other
igsuas -- whether policical, economic or cultural.

Thug & careful security assistance policy is a crucial instrument of

our rational policy in much the same sens= as are our political Euppork
anc economlc assistance for others. And there are gains to our domestic
position as well. GSecurity sssistance programs contribute nesded Jobs

to sevaral sectors of our labor force. They help us maintain a more
favorable balance of payments. And they permit our defense industries

=o achieve significant economiesz through scale of production -- economiss
that are passed along through lower prices to our armed forces.

The Criteria of Security Assistance

There are many factors which must be considered in any foreign transfer
of American defense services and eguipment, whether by cash, credit or
grant. ZEach arme transfer case must be assessed on its own merits but
there are a number of basic quastions which must be anawered in all cases:

—— ¥hat is the nature and axtent of the threat to the seocurie

of the reclpient nation? Do We agres on e pature o @ aat?
involvad here is the role that country plays in its region and in
the world; its capacity to maintaln lts stability, and its will to
defand 1t own intérssts.

== What is the United States' interest in helping to prassrve

that security? What interests does the recipient Eavn in common
with ua and where do our interests diverge? What potential influaence
for restraint or positive conduct is Involved?

- What other nations ard involved in militaryv tranzfers to the
recipient -- now or poteatially?  What options has Che recipien
Will a rafusal lead i€ to tucn to another souree of supply, perhaps
altering a presently desirable internaticnal relationship?

- Ana waak age the conssguences for us If we fail Eo respohid?
What ara the disadvantages ol refusing co seil Lo 4 government with
wiiich we anjoy good relations? Wlll regional or even global
military balances be affected? What will be the impact on our own
reaciness?
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The Review Frocess

in order to ensure that these factors ba considered thoroughly @nd com-=
prehensively, the Department of Btats astablished, four years ago, &
“ormal rescurce planning review that passas oL 511 transfers within the
feamawerk of the Foralgn Apsistanch and the Poreign Military Sales AhotE.
Tha review is conducted by the speurity Assistance Program Raview
Committes, under the pargonal chairmanship of the Under Secratary of
State for Security hssistance. committes membershio encompasses all
rhe Ffederal agencies ipvolved: Stabte, Defense, ACOA, Traasury. CMB
KaC, and RID.

The Security Assistance Program Review Committee providas the central
forum for the necessary intazragerncy dialogue pertinent to tha continuous
supervision and ganeral direction of Seacurity assistance Policy. In
those Ccases whaie complex political, military and aoonomic issues give
rige to conflicting interagency intereats, the National security Council
Eystem is epplayed ©o raconcile those lnterests. Major policy decigions
bearing on defensa tranasfers ars made by the Prasident himself,

Commercial sales of dafense-ralated articles and services, transacted
outside of the government authoricy provided by the Foreign Assistance

and Foraign Military Sales Acts, are assuming a growing share of our total
dafunse transfers. These sales are conkrolled by the Department of State
ander the authority provided o vhe President by the Hutual Security Act

of 1954, A8 in all HAD and FMS CRS8s; dacisions takan in ragard Lo
commercial sales ineorporate the views of all the partinent fedaeral agencies.

of particular importance in éecisicna oh dafense-related transfers ia

the potential effect which they may have on our national defense preparad-
ness, Here, the views of the Department of Defense aze given the highest
attention and their judgmants form an indispensable part of the decision-
making proCREE. rTransactions which might reault in lessening the readi-
ness of US armed f[orces recaive the most caraful atcention at the highast
1ovals and final decisiona are mads by the Fresident.

The procaduras we have established to goverin military transfers assure
+hat all relevant informaticn, analysis, and considerations are avail-
abie to those who maxe +he decisions. We cannot expeckt to confront
straightforwacd choices nof to achievae OUOL pbjectivaes in evecry CABEs
our task is to maks the hest possible systematic judgment in light of
thae totality of Us interests, just as with our other international

palitical Judgmeants.
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Securibty Assistance to the Middla East

I would like to take up with you now the gquestion of most immediata and
urgant interest -- America's security asaistance to the Middle East. This

includes; as you know, both military and economic elements.

The Middle Eaat portion of our security assistance reguaest is large, fully
savanty partent of the progras. Puk it is matched in magnlituede by the
Onited States national intersst=s that it is designed bo probect and further.

Our Middle BEast security assistance program directly affects matters of
vital national importance. Ik is a central pare of our efforts to halp
achieve progress towards pedce. We have a historical and moral commit-
ment to Israel. We have important concerns in the Arab world. Perpetual
crisis in the Middle East would severely strain our relations with our
most important allies. And upheaval in the Middle East jeopardizes the
world's hopes for econcmie recovery and increases the prospect of direct
U.5.~Soviet confrontation. For all thesze reascons, our aid reguest is a
prodent investment in peace.

Economic and military support for Israel's security has been American
policy during five administrations. Last May 76 U.5. Senators wrote to
Fresident Ford urging that the U.S. "be responsive to Israel's urgent
economic and military needs.” The Administration's proposal is respon-
sive to this call.

The kevstone of our policy in the Middle East haz always rested on the
ability of Israsl to persevere in its own defense. That ability is
currently ondergoing its most strenuous test and, despite what we hare

in the U.5. would consider to be éxtremely stringent domestlic auvsterity
measures, it is clear that Israel must have both substantial economic

and substantial military assistance. Our program for Israel is aimed

At permitting both defensive strength and economic health. Oor new
friendship for Egypt does not in any way ondermine our traditional
friendship with Israel. Indeed, our policy of furthering all constructive
forces in the Middle East is the surest path through which we can help the
parties attain a durable settlement which meets the principal concerns

anpd interests of all in the area == including the survival of Israel as a
state.

While our friendship for Israel is embodied in our economic . and military
assistance, we must also find the maans to demonstrate and nurture our
growing friendship for Iarael's neighbor, Egypt. And the case for Egypt
iz egually strong. Egypt has couragecusly embarked on the road to psace
and movad from confrontation to negotiation as a means to resolve the
Arab-Igraali’digpute. AL the cama time Egypt's leadesrs must takse on the
massiva taskes of rabuilding the Suez arsa, rohabilitating the economy,
and carrying forward the development of their country. The United Btates
can and ahould assist BEgypt in overcoming thess major econcmic problams,
and encourage Bgypt's efforts toward closer relations with the West.
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Our seeurity assistance algo helps Jordan to remain an area of gtability
and meodaration in a strategic area of the Arab-Israell conflict. Jordan
pursués a moderate course and remains a staunch friend of the U.5. while
confronting serious problems of economic underdevelopment. Jordan has
opaned a new chapter in its attack on its aconomic problems and is turning
new imagination and energies to its development. We must help Jordan to
devalop and to maintain irs course of moderation in a particularly sen-
pitiva area where stability and progress are essential in preserving a
framewcrk for moving boward peace.

Syrim deasires to accelerate economic development and improve the liwving
standarda of its people. We must consolidate our cooperation with Syria
in this area as part of our overall relationship which is central to

the negotiating process.

our Special Requirements Fund continues to be needed to allow us to selze
new opportunitles in the peace process in the Middle East and to cover the
costs of pur recently approved Sinai Support Mission.

In swn, the stakes in the Middle Sast are big, no less than war and peace;
our national interests in the area have become vitally important. Tha
responaibilities we have assumed are substantial, but they are warranted.

Our sssistance is rot, as some have suggested, the price of the recently
concluded Sinai agreement. It there had been no agreement, the naads of
+he countries concerped, and the imperatives of our interests and af our
ralations with them, would still have required an ongoing program of
comparabla magnitude -- in conditions of continuing stalemate rather than
as is now the caze, in the context of hopeful forward movement. The
additional burden of U.S. assistance is modest -- and infinitely less
than the demonstrated costs of another war.

In the last two years we have worked closely with the nations of this

area in the search for peace. One of the consequences of werking to-

gether in one asphere of vital interast is that thoss with whom we work

come to trust us and look to us for help in othar spheres of vital concern ==
strengthening their own countries and improving the conditions of life

for their own pecples.

in preparing our Middle East program, we have been mindful of the economic
problems facing us here at home ahd the budgetary restraints they reguire.
We have therefore tried to strike a halance between what we could do to
agssist constructively in the area and what we should ask the Congress and
the American people to provide. Our program raflects this balance. We
hope it will receive the support that it requires and daserves.




Security Assistance to DOther Regions

After the Middle East, the balance of our saturity assistance reguests is
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allocated to other regional areas in the following portions:

= Europsa 1l% $534.0 million
- East Asia 10% $448.4 million
= TLatin Amarica 4% 5196.0 millicmn
- Africa 1.5% 5 68,5 million
= Mear East 1% $ 55.0 million

{exclusive of
tha Middle Eask)

BEurapa
i

far Furopean proposals are focused primarlly on Turkey and Greece. The
strength of these two countries and thelr association with us in MATO is
aritical to the stability of the Mediterranean region and the solidity of
pur position within it. The Cohgress is well aware of the extraordinary
complications which the Cyprus dispute has created for our relations in
the Eastern Mediterranean, and the impact on the overall NATO structura.
By resuming well-conceived grant and credit assistance programs for these
twi key -nations, the United States can meet legitimate military pro-
curament needs that will strengthen our allies apd at tha same time
encourage resumption of normal bilateral relationships. Thi=z in turn
should enable us to play a more effactive role in helping find a mutually
satisfactory solution to the Cyprus conflict.

East Asia
fmr security assistance program proposals for East Asia assume particular

significance this year and hava been framed with a view to demonstrating
our inteation of sustaining a constructive American role in the area.

The Asian gcene is currently marked by uncartalnties, reflecting the
unsetcling effects of Indochina developments last spring. It is clear
that throughout the region states cager to preserve their independence

are anxious to ses the United States remain politieally engaged in Asia.
Thay recognize -- as we must == that no equilibrium can long be maintained
thers without our active participation. And many countries of CONSEqUENCE
to us will measure our will and capacity to perpetuate a constructive
involvenent in the Asian balance by our efforts to help others develop a
more salf-reliant defense position. Already perceptible prograss in the
di=getion of self=rellance i evident in the fact that our rogquest for
Foreign #Military Sales cradits for Bast Asian countries exceada == in
fact, is twice as large -- as our regquest for grant aid funda.

In XKorea we are reguesting $76 million in grant aid and $126 million in
credits, repavable in full at current market interest rates. The South
Koreans have made substantial progress in their own military
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modernization effort. In the face of heightened tension on the pen-
insula, they have imposed on themselves & heavy defense tax to finance
improved defenses. We have put forward proposals in the United Hations
to break the diplomatic impasse on Korsa. We intend to provide the
necessary muscle with which to support these initiatives.

We consider it important to pay special attention to allied and friendly
naticons in Southeast Asia, whoss concern for their security is under-
standable in the light of recemt developments. The Philippines haa
internal secucrity problems., Thailasd wanta to praserve the Gacurity

of its border regions and coupter an increased potential for subversion
in three parts of tha country. Likewlse, Indonesia seeks to strengthen
its ability to patrol and protect its fax-flung archipelago. Dur grant
programs in these countries are matched by credit proposala that attest
to the increasing abilities of these countries to meet much of their
defenge burden.

Latin hmerica

Pour months ago in the spirit of mutual confidence and respect that has
ingly characterized hemispheric relations, we joined with our
neighbors in successfully modernizing the Rio Treaty,
the world's oldest mutual security instrument. In keeping with this
continuing cooperation, and in an effort to take into account the growing
seli-sufficiency and economic development pricrities of the Latin American
count-ies, we have focused our programs primarily on the fostering of
professional skills and relationships rather than on the support of military
inventories or maneavers, Training is accordingly the common denominator,
while our grant materiel programs are being phased out. Excepting only
the $2 millien program for Bolivia, grant materiel assigtance is limited
+o less than $500,000 for each of only elght countries. In addition, in
proportion to the milltary budgets of the Latin American nationa which
remain low by international standards, our proposed FMS credits are also
modest. On the whole, our programs reflect our interest in remaining
responsive to Latin America's reasonable military needs within a frame-
work of cooperation and growing economic self-sufficiency.

Rfrica

There are two significant programs psoposed for Africa. Stability in the
Horn of Africa has wider geopolitical meaning. To help maintain that
stability we propose $12.6 million in grant aid amd $10 million in credits
for Bthiopia, a strategically located nation.

gatire would receive $19 million in credits to help modernize its forces
and mest its leglitimate defense needs in view of increased threats to its
security —-- particularly that posed by the instability in Angola. Our aid
would holp meet a defensive force nasd recommendad by a U.5. military
study team after careful cbservation and conaultakion with the Zaire
military.

Mr. Chairman, I have addressed my remarks to the central aspects of our
security assistance program -- its place in our overall foreign policy

S
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design, the basic criteria under which it is employeaq, AnG Thé process
through which our decisions on it are reachesd. 1 have focused on tha
arsa of greatest present urgency, the Middle East, and have reviewed

our proposals for other regions. I am now ready to respond to your
guestions on thesea or other matters pertaining to ouz security assistance

program as planned for fiscal year 1376.

& ok & W A B
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I come before you today to present and explain the Administracion"s request
for new appropriations of $4.7 billion for Fiscal Year 1976 under the Foreign

Aasiscance Ack.

These approprintions are vital to our pation's well-being. For it is through
such reésources that we are able to work for the kind of world in which Amexica's

interests can flourish.

tur forsign policy is designad co help shape an international structure of
relations vhich promotes cooperation rather than force; negotiation vather than
csonfrontation; and which permits peoples to pursus their posirive aspriations
in a world epvizoosent of scabllicy amd secacity.

To do so, we must pursue i stracegy far more complicated than in the past. In
the rigid bipolar world of the 1950s and 60s our overriding gual was the contain-
ment of Commmisr agpression. Congress and the Executive wers im general accord
that security assistance was central to our mation's safety and to our other most

important foreign policy objectives.

Today we face a challenge no less serious but far more complex. The growth of
nuclear arsenals and the proliferation of nuclear weapons bring news perils to
peace. MHew centers of power and influence have sprung up in both the Lmdustrial
and developing worlds, vying with and among each ether in unexpected patteras of
confrontation; regional conflicts fester, threateaing global arabilicy. And

the realities of economic interdependence impel us to new levels of cooperation
gnd efficiency of effaort.

Thus we wmust npow simultansously maintaia a atrong defense and sesk more con-
struetive international relations. In this timeé of greater moral complexity
foreign policy still begins with security; it iz the only sure basls for bulld-
ing more rational and reliable relatlons with those whose values and objectives
a#re Inimical to our ovn.

Securicy assistance 1s vital to nearly all our foreign pollcy goals:

Wa sesak to ravi:aliz& aur bond to allies who share pur values, institutfons and
intezests. America's satery requires a strong natlonal defense bolsteced by
wurual security ties with allies who share our objectives. The persistent
thraat of puclear devastacion makes it isperative for the United States and

its allies cto maintain the global stratefic balance.

e gseek ©o rgﬂmg the parila of nucleas war and build more rational relaticoships

with potential adversaries. We hava taken several historic steps toward this
objective in the last fow years. Would-be aggressors will mot feel the need for
peaceful cooperation unless they perceive that efforts at intimidation will be
mat by a strong, broad-based resistance.

Wa sezk to help resolve reglonal coaflicts that chreaten flobal peace. Thia
traditional objective ia 311 the more urgent in today's world of Increasing
nuclaar proliferacion. As always our asslstance is desigoed to further peace
in arcas where it f¢ threstensd. Increasingly, regional stability is dependent
upon stable balances of power maintained through carefully comsidered rransfers

of defense aguipment.

L
|
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And we seek to build s new era of cooperation between all nations on the vast
new global problems of our time. It is of substantial political importance to
our country that we be able to respond to the felt security needs of mations
with which we seek constructive economic and political relations. We cannot
expect to retain influence with nations vhose perceived defense needs we dia-
repard —— eapeclally in am age when an incressing number of countries are be—
coming arms suppliers at the same time that nations without arms production
induscries have the cash and the inclination to buy defense equipment from any
source they choose.

Thus & wall-ressonsd sSecurity assistance policy dis a parc of our ferelgun pollcy
in tha sama sense as are our political and economic support for others.

When we consider whether our nmation's policy objectives can be furthersd by the
transfer of American defense serviceés and equipment, there are a number of

criteria we consider.

Pirst, we look at the nature of the threat to those who seek our help; to their
role in their region and in the world; and to their abilicy and desire to help
themselves.

fagond, we look to our own interest in helping presarve the security of the
reciplent country; and we examine what potential influence for positive conduct
wa would gain shoold our aaslatance be given.

Third, we ask what other sources are avallable, The denial of our help might
only force a turn toward another, undesirable, source of supply; a relationship

feyorable to us might be altered and new sources of reglonal instability created.

ind fourth, we assess the consequences for the United States. Will our own
defense readiness or efficlency be affected? Will the eentral strategle balance

be alcered?

All these factors and others are consldered by a well-structured review proceas.
The Security Assistance Heview Committee consists of representatives from State,
Dafensa, Treasury, OMB, NSC, AID and ACDA, The Committee reviews both tha
level and content of each councry program. The views of the Uefense Department
are given the highast level attemtion with regard to the potential effact which
security assistance transfers may have of our own defense preparedness, The
final decisions of course are made by the President.

1 would 1{ke to review with you the key elements of our proposal for Piseal
Yoar 1976, regicn by reglon.

The Middle East

The Middla East poction of our securicy assistance requast makes up abouc 70
narcont of the program. But it 1s matched in magnlcude hy the Unlted States'

bt i D

naticonal inreresce thar are involwed.
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- It is designed to provide Iscael with the assistance needed
to maintaln its security and consequencly its confidence in its
own strength and in our support to persevers in negotiations.
Israel, to which we have an historical and moral obligation, re-
quires assistance to malntaln both defeasive strength and
economic health., Our program is aimed at these oblectives.

= It is designed to pive tangible expression To our important
relations wich Arab countries, and to encoucage Egypt's couragEouns

and constructive efforta to move from confromtation fo negoristion.
Egypt faces massive casks of rebuilding and economic development; we
Beek to help Egypt in this endeavor. Our assistance also helps Jordan
remain on area of moderatlon in the Middle East. It helps us consoli=-

date our cooperation with Syria, which is central to the negoblating process.

- And it is designed to support our overall effort in the Middle

East to avert another upheaval which could dash our own hopes for economic
recovery and growth, straln our ralations with cur allies in Europe

and Japan, and poss the dangers of a US-Soviet confrontatiom.

Cur policy of furthering all constructive forces in the Middle East is the
surest path through which we can help the parties attain a durable settle-
ment which meats the principal coocerns and interests of all in the area -
Including the survival of Israel as a atate.

In sum, the stakes in the Middle East are big, no less than war and pesce;
our national interests in the area are vitally important. The responsibilities
we have assumed are substantial, but they are warranted.

Our assistance is not, as some have suggested, the price of the recently con-
cloded Sinal agreesent. IE there bad been no agreewent, the needs of che
countries concerned, and the imperstives of our Interssts and of our relations
with them, would still have required an ongoing program of comparable magnitode
— in conditions of continuing stalemate rather than as 1s now the case, In the
context of hopeful forward movement. The addicional burden of US sssistance is
modest =- and infinitely less than the demonstrated costs of another war.

In preparing our Middle East program, we have been mindful of the ecomomic
problems facing us here at home ond che budgetary restrainta they require,

We have therafora tried to strike a balsnce between what we could do to

pegist constructively inm the arca and what we should ask the Congress and

the Aserfcan people to provide. Our program reflects this balance. We

hope 1t will receive the supporc that it requires and dessrves.

T




fecurlty Assistance to Orher Reglons

After the Middle East, the balance of our securlty assistance requests 1a
allocated to other regional areas in the following portions:

~ Europe 11X £534.0 million
-  FEast Asia 10% 5468.4 mi1lion
= Latin
America &% 51960 million
- ffelca 1.5% 5 68.5 million
= MWaar East 11X 2 55,0 million
{2meluaive
of the
HMiddla East)

Eutope

our Buropean proposals are focused primarily on Turkey and Greece. The
atrength of these two comntries and rheir association with us in NATO

{s critical to the stabiliry of the Medirerramean region and the solidity
of our position within it. The Congress is well aware of the extra-
ardinary complications which the Cyprus dispute has created for our
relations in the Fastern Mediterranean, and the impact on the overall
HATO structure, By resuming well-concelwved grant and credit assistance
programs for these two key nations, the United States can meat legitimate
military procurement necds that will strengthen our allies and at the
same time enahle us to play a more effective role in helping find a
putually satisfactory solution to the Cyprus conflict.

Enar Asia

Our necurity assistance proposals for East Asia are designed to demonstrate
that America will sustain a congtructive role ia the area. Tt Is clear
that throughout the region states eager to preseeve their independence are
mmxious to see the Usited States resain politically engaged in Asia. They
recognize = as we must — Chat no equilibrium can long be maintained there
without our active participation., Apd many countries of conseguenca to us
will measure our will and capacity to ferpatuate a constructive Involvement
in the Aslan balance by our efforts teo halp others develap a more self-
reliant defense position, Already perceptible progress in the direction

of self-reliance is evident in the fact that our request for Foraign
Military Sales credita for East Asian countriles picends —= in fact, 1is
twice as large, as — our request for grant ald funds.

credits, Tapayable in full at current sarkst intzrest ratea. The South
Yoreans have made subatantial progress in their own military modernization
affort. 1n the face of helghtened tension oo the penlosnla, tihey have
fmposed on themselves a heavy defense tax to finsnce improved dafenses,

We have put forwacd proposals in the United Hatioms to break the diplomatic

Ia Rorea wa are raquaating s?h million In grant aid snd 5126 million in
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impasae on Forea, We intend to provide the necéessary muscle with which
to support these initiatives.

¥e consider it important to pay special atbention to allied and friendly
nations in Southeast Asia, whose concern for their security is undez-
prandable in the light of recent dewelopments. The Fhilippines has internal
security problems. Thailand wants ro préeserve the security of iks bhorder
repions and counter an increased potentlal for sobversion in three parts
of the country. Likewiss, Indonesia seeka to stremgthen its zbility

to patrol and protect lts far=flung arpchipelags, Our prank programs in
thesa countries are matched by credit proposals that attesc fo the
increasing abilities of these countries to weat much of their defonse
burden,

Latin America

Four months age in the spiric of sutval confidence and respect that has
increasingly characterized hemispheric relaticns, we joined . with our
neighbors in sucecessfully modernizing the Rio Treaty, the world's oldast
mutual security insttusent. In kecping with this continuing coopearation,
and in an effort to take into acecount the prowing self=-sufficiency and
pconomic development priorities of the Latin America countrleg, we have
focused our proprams ptimarily on the Fostering of professiconal skills

and relationshilps rather than on the support of wmilitary ioventories or
paneuversg, Tralniog is aceordingly cthe conmen denominator, while our

prant materiel programs ate being phased out. Excepting only the 52 million
program for Bolivila, prant materiel assistance Is limited to less than
500,000 for each of only eipht countrlea, In addition, in proportion

to the milicary budgets of the Latin American nations which remain low

by International standerds, cur proposed FHS credits are also modest,

On the whale, our prograss reflect our interest in remaining reaponsiwve

Lo Latdn Asmerica’s reasonable milicary nesds within 8 framsyork of cooparvaticn

snd growing econowic self=-sufficiency.
Africa

Thers are two pignificant programs proposed for Africa. Stability in the
Porn of Africa has wider gﬁnpnlititnl meanlng, To hﬂlp maintain that
stability we proposed 512.6 million in groot aid and 510 million in
eredity for Ecthiopfa, a strategleally lecated natiom.

Zalre would receive 519 million in credits to help wodernize irs forces

and meet ice legitimate defense needs Yo view of incressed threats to its
security — particulacly that posed by the Instabllity in Aagola. Our old
would help meet a defensive force need recommended by a U.5. militacy study
team after careful observation and consultation with the Zafre milicary.

& ok ok K ok ok ok

¥r. Chairman, I have addressed my romarks to the central aspscts of our

pecurity assistagce program — its place in our overall foreipn policy deslgn,
the hasie criteria under which it iz emplowed, and the process through which

pur decfaions oo it are reasched,. 1 have Focused oo Ehe area of gresteagt

present urgency, the Middle Bast, and have reviewed our proposalsz for

other vegions, 1 am now ready to respond co your questions on these or other
uu%éera pertaining to our security assistance program as planned for flscal year
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I am pleagad to be here to testify on our security assistance proposals for
figeal year 1976,

Throughout the post World War II era the United States and our allies kept
the peace and promobed the prosperity of the world, We sought o presarve
our democratic ingritubricons and our heritage of values in the context of a
rigid bBipolar intecpational structures in which we confronted a relentlass
adversary.

It was evident then that aecurity was the indispensable foundation of all
elae we sought to accomplisn in Ehe wereld. Our fresdoms and lncerests
could only be preserved, we falt, if we remained vigilant to any attampt

¢t encroachment in any cormer af the globe, To contain our adversaries wa
sold or gave defense egquipnent and spervices to those who shared our opposi-
tion to Communiam. The American people and their government agreed that
the concept of security assiastance was crucial to our nation's foreign
policy obijectives.

With the end of the last decade it became evident that the pogt=war lnter=
national structure was passing into history, impelled by vast new changes.
The bipolar Cold War era was fading., American milltary prodominance was
raplaced by strategic balance. The global colenial structurs had ended.
New centers of power and influence were sprifging up azound the globe, in
ald nations and new. Major alterations in internaticnal sktructures were
called for. An unprecedented and vast range of global probilems brought by
interdependence imposed new imperatives for cocoperation and efficiency.

We had entered an uncertain and unpredictable era, even for this most
turbunlent cemtury in history. The success and even the survival of the
community of nations is by no means assured.

In this changed eonktext, one element remaing Ffundamental: all foreign
policy still begins wikth security. A wall-reascnaed and carsfully monitored
policy of pecurity assistance is o fundamental tool of our foreign policy
in evary major area.

- To maintain our pation's szafekty there ia no subestitute for a
strong national defense supported by & web of defenase ties with
nations who share our commltment to peace and self-determipation.

The United States and our alliss hava bean the cornerstone of world
peace for decades. We mpat maintain the strateqic balanee in today'a
mare untartain world or we risk losing the anchor of world stability.

— But there can be no endurlngly peaceful ipternationsl order unless
relaticns betwesn the natlicons with the powsr to deatroy mankind ara
placed on a more ratiomal footing. The moral ‘antagonism betwesn
damocracy and Communism cannot be ignored: it remains tha heart of

the problem. MNevertheless, we have begun to reduce tensions and lay
the basls for a more reliasble and cooperative Future, The indispen-
sl glament in these positive aghilavenmsnts has Deen ovr strength

and Allied uwnity. Our progress rests Ultimately on ensuring thak
potential adversaries have no choice but to exercise restrainkt. 'The
Eaak is complex, bBut 1t must be understood: we pusk maintain secorlty
evan while gstriving to eaze tensionsy thege are Ewo sides of thea
gingle objactive of paacea.
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— The ranga of lssues we face with the new and developing nations
has a security dimension as well. UHNo nation wants bo entrust its
fate to the whim of others. Mo country, rich or poor, is lndifferenk
to its gecurity. In a world whers the number of arms suppliers is
increasing, nations will not tolerate indifference or attitudes of
moral superiority from those to whom they turn for help. Bub our
defense supply links to other countries can significantly strengthen
our influsnee and our offorts to achieve cooperatlon across the broad
range of lagues of interdepandence.

— Security assistance underlies our efforts to holp resulve regiconal
conflicks as well. In a world of heightened nuclear peril we havae no
choica but ko try to contain disputes which hold the secds of wider,
global confrontation. While it ia still possible in some areas of

the world o try to kesp the peace through denying the external supply
of military materiel, the possibilities of success through this approach
are very difficult. Meanwhile, conflicts must be contained through op-
holding stable balances of power in volatile regions through the care-
fully considered transfer of defense equipment.

security Assistance to the Middle East

The most immediate and urgent regional conflict facing the United States and
the world is, of course, the Middle East. Our gecurity assistance to tha
Middle East includea both military and economic elements.

The Middle East portion of our security assistance reguest is large, fully
70 peccent of the program. But it is matched in magnitude by the US
national interests that it is designed to protect and further.

our Middle East security assistance program dirsctly affecta matters of
vital natiopal importance. It is a cenkral part of our efforts to help
achieve progress toward peace. We have a historical and moral commitmant

ko Israel. We have important concerns in the Arabh world. Perpetual crisls
in the Middle East would severely strain our ralations with our mbat impor-
tant allies. And upheaval in the Middle East jecpardizes the world's hopes
for sconomic recovery and increasesthe prospeck of direct Us=-Soviet confron-—
tation. Por all these reasons, our ald request is a prudent investment in
pDEAcs.

One important aspect of our policy ln the Middle East has long been helping
bto presecve the ability of Israel to persaverc in its own defense. Pespite
Tzrael's having taken what we hers in the United States would conaider to be
extremely stringent domestic austerity measuras, it is elear thak Isxrasl
must have substantial assistanca.

the $1.5 billion funding level proposea by the Administration for FY 1976
rufleats this. our recommendation is based on Israeli thinking about its
military requirements over the next spveral years and our snalysis of
Iarawl's force modernization plans, Ve aras reviewing thesa regquirsmeants
in tha game splrit as we have reviewed previous Tsraell requesta., We kaow

that a substantial US response will be necessary, even thoughdscigions on
spacific items of eguipment are gtill under discussion.

our new friendship with Egypt does not in any way undermine our traditional
commitment to the security and survival of Iscael. Indesad, our policy of
furthering all constructive forces in the Middle Easkt is the surost path
through which we can help the parties attain a durable settlement which
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meats the principal concerns and interests of all in the area — including
tha survival of Israel as a state.

We must also find the means to demonstrate and nureure our growing friendship
for Egypt. The case for Egypt is also strong. Egypt has couragecusly em—
barkad on the road to peace and moved from confrontation to negotiation as

a means to resolve the Arab-Israeli dispute. At the sama tima Egypt's
lesders must take on the massive tasks of rebuilding the Suex area, Ie—
habilitating the economy, ond carcying forward the development of thelr
couwitry., The United Statss can and should assist Egypt in evercoming these
major economic problams and encouraye Egypt's eiforts toward closer relations
with the West,

Our secority assistance also helps Jordan to romain an area of stability and
anderation in & strateglc area of the Arab-Israeli conflict. We must also
consnlidate our cooperation with Syria in this area as part nof our overall
rnlftinushig which will remain central to the negotiating process in the
coming Year. :

In sum, the stakes in the Hiddle East are big, no less than war and peacej
our national interests in the area have become vitally important. Thae
responsibilities we have agsumed are substantial but they are warrantad.

Our assigtance is not, as some have suggasted, the price of the recently
concluded Sinai agreement. IE there had been no agreement, the neaeds of
the countries concerned, and the imperatives of cur interests and of oux
relations with them, would still have required an cngolng program of com—
parable wagnitude — but in conditions of continuing stalemate rather
than, as is now the case, in the contéxt of hopeful forward movement.,

Tha burden of US assistance is modest — and infinitely less than the
demaonstrated costs of ancther war.

In the last two years we have worked closely with the nations of this area
in the assarch for peaca. One of the conssguences of working together in
one gphere of wital ipterest ig that those with whom we work come to trust
a8 and look to us for help in cother spheres of vital concern — strengthen=
ing their own countries and improving the conditions of 1ife for their own
peoples.

In preparing our Middle East program, wa have bsen mindful of the Economic
problems facing us here at homa and the.budgetary restraints they require.
We have thersfore tried tO strike a balance batween what wo could do to
pgsist constructively in the araa and what we should ask the Congress and
the American people to provide. Our program reflecta this balance. He
hope it will receive the support that it reguires and deserves.

Security Assistance to Other Peglons

After che Middle East, the balance of our security asaistaonce reguasts is
allocatad to other regional areas in the following portions:

=  EBurape 11y 5534.0 million
— East Asia 10% 5448.4 million
— Latin Amerlica 4% £196.0 million
-— PpErica 1.58 g 68.5 million
— Hear East 14 5 55.0 milllion

[exclusive of the
Middls East]
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Europs

Our Europsan proposals are focused primarily on Turkey and Greece. The
strength of these two countries end their asscciation with us in NATO is
eritical to the stability of the Mediterrancan region and the solidity of
our position within it. The Congress is well aware of the extracrdinacy
complications which the Cyprua dispute has created for our relations in

the Bastern Mediterranean, and the impact on the overall HATO structure.

By resuming well-conceived grant and credit assistance programs for these
two key nations, the Mnited States can meet legitimate milirvary procurasment
ODeasdy £hat will strepngthen our allies and at the gams time enable us ko
play a more effective role in helping find a mutually gatisfactory solution
Eo the Cyprus conflict.

Easkt Asia

Our pecurity assistance proposals for Bast Asia are designed to demonstrate
that America will sustain a constructive role in the area. It is clear that
throughout the regicn states eager to preserve their independence are anxious
to sea tha United States remain politically engaged in Asia. They racognize
= @& wa must — that no equilibrium can long be maintained there without
our active partleipation. And many countries of consegquence to us will
measure our will and capacity to perpetuate a constructive involvement in
the Asian balance by owr efforts to help otheérs develop a more self-raliant
defense position. Already perceptible progreas in the direction of self-
reliance is evident in the fact that our request for Foreign Military Sales
cradits for East Asian countries exceeds — in fact, is twice as large ag —
our reguest for grant aid funds.

In Korea we are requesting $76 million in grant aid and $126 million in
credits, repayable in full at current market interest rates. The South
Koreans have made substantial progress in their own military modernization
affort. In the face of heightered tension on the peninaula, they have
imposed on themselves a heavy defeonse tax to finence improved defenses.

We hawve put forward proposals in the United Wations to break the diplomatic
impasse on Korea. We inteénd to provide the necessary muscle with which to
BUpport these initiatives.

We consider it important to pay spacial attention to allied and friendly
nations in Southeast Asia, whose concern for their security is understand-
able in tha light of recent developments. The Philippines has internal
security problems. Thailand wants to preserve the security of its border
regions and eounter an increased potential for subversion in three parts
of the country. Likewise, Indonesia seeks to strengthen its ability to
patrol and protact its far-flung archipelago. Our grant programs in thesge
coantries axe matched by credit proposale that attest to the increasing
abilities of these countries to mest much of thelr defanse burden.

Latin America

Four montha ago in the spirit of mutual confidence and respect thak has
inczeasingly characterized hemispharic relations, we joined with our
neighbors in specessfully modernizing the Rio Treaty, the world's oldast
mutual security instrumenk. In keeping with this continuing cooperation,
and in an effort to take into account the growing self-sufficiency and
economic development prlorities of the Latin American countries, we have
focused our programs primarily on the Ffostering of professional skills and
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relationships rather than on the support of military inventories or maneuvers.
Training is sccordingly the common depominator, while our grant materiel
programs are being phased out. Excepting only the 52 million program for
Bolivia, grant materiel assistance is limited to less than $500,000 for each
of only eight countries. In addition, in proportion to the military budgets
of the Latin American nations which remain low by intermational standards,
our proposed FMS credibs are also modest. ©On the whole, our programs

reflect our interest in remaining responsive to Latin America's reasonable
milltary nesds within & Eramework of cooperaticn and growing economic gelf-
gufficiency.

Africa

There are two significant programs proposed for Africa. Stability in the
Horn of Africa has wider geopolitical meaning. To help maintain that
stability wa propose $12.6 million in grant aid and $10 million in credits
for Ethiopis, & strategically located nation.

Zaire would receive §$1% million in credits to help modernize ite forces
and meet its legitimate defense needs in view of increased threats to its
security — particularly that posed by the instability in Angela. Our aid
would help meet a defensive force need recommended by a US military stody
team after careful observation and consultation with the Zaire military,
In addition, u %20 million Security Supporting Assistonce Loan to faire
would help meat a temporary balance of payments problem which threatens
atability and US financial interests in this key country,

T e

Mr. Chairman, I have addressed my remarks to the central aspects of onr
Eecurity aesistance prograg — its place in our overall foreign policy
design; the basic criteria under which it is employed; and the process
throogh which our decisions on it-are reached. I have fooused on the ares
af greatest present urgency, the Middle East, and have reviewed our pro-
posals for other regioma. I am now ready to respond to your guestions on
these or other mattersy pértaining tc our security assistance program as
plapned for fiscal year 1976.

& & & &k & d-& B k & @
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Mr. Chalrman:

The appropristions we seek, apd: for which I am here to testify, are
vital to America’™s well-being. Security assistance is an indispenzable
tool for the aocrommiishment of our purpoges in every key area of foreign

policy. ‘

Today America faces an unprecedentedly complex array of challenges. The
growth of naclear arsenals and the proliferation of nuclesar weapons bing
new perils to peace. Yew certers of puwer amd  influence have sprung up
in both the fndustrial and developing worlds, wying with and among each
other in unexpacerod patterns of corfrontation; regional conflicts fester,
threatening glooa' stability. Arne the realitiea of economic interdepen=
dence impel w2z to new levels =f gooperakion and efficiency of effort.

In the Cold Wiz era wa gaw clearly that security assistance was integral

to our nation's most important objectives. Today we face a more complex
challenge: wo oow puss sinulzanecusliy maintain a strong defense and seek
more constructive international olatlons. Yet foreign policy still beginse
with sacurity; it is the only sure basis for building more rational and
reliable relations with those whose values and objectives are inimical to
OUY OWN.

Security assistance is wvital to nearly all our foreign policy goals:

We seek to revitalize our bond to al dlliea who share our valuas, institubions
and interesto, America's Salety requites a strong national defenae bolatered
by mutual sechurity *ies with allies who shace cor objectives. The pergis-
tant threat of puclear devastation makes 1t imparative Eor the United Scates
and its glliss to maintiin the global strategic baldnce.

We sesk to reduce the parils of nuclear war apd build more rational rela-
tionships with potential adversaries. We hove taken several historic steps
toward this ocbjective in tha Iast few yearz. Wounld=be aggreassors will not
Faal the nead for peaceful cooperation unless they oercelve that efforis

at intimidation will be met by a strong, brosd-based resistance.

Wa sepk to help rasolve regional conflicts that threaten gluhdl padca.
This Eraditional obhjective L1s Aall the more urgent in. today's world of
increasing nuclear proliferation. As always our assistance is designed
to further peace in areas whare it is threatened. Increasingly, regional
stability is dependent upon stable balances of power maintained through
carafully considered tranafecs of defeande egquipmant.

B Ll s LA T = ) il = N3
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And we seek to build a new era of cooperation between all nations on the
Vvast new global problems of our time. 1kt 18 of substantial political
Importence to our conntry that we be able to respond to the felt security
needs of nations with which we seek constructive economic and political
relations. We cannot expect to retain influence with nations whose
peroeived defense naeds we disregazd — especially in an age when an
inereasing number of countries are becoming arms suppliers at the same
tima that nations without arms production industries have the cash and
the inclination to buy defense coguipment from any scurce they choose.

Thus a well-reasoned security assistance policy is a part of our foraign
policy in the same senss as arve our political and poopoeic sooporE for
othars.

When we consider whether our nation's policy obkjectives can be furthered
by tha btransfer of hAmerican defense services and eguipment, there arse
a mumber of criteria we consider.

Pirst, we lock ak the nature of the threat to thosa whi seek our help;
to their role in their region and in the world; and to their ability and
desire to help themsslves.

Second, wa look to our own interest in helping praserve the secaclity of
the recipient country; and we examine what potential influence For posi-
tive conduct we would gain should ocur assictance ba given.

Third, we ask what other sources are available. The denial of our help
might only force a torn toward another, undesirable, source of supply;
a relationship favorable to us might ba alterad and new sources of
reglonal instability creatbed.

And fourth, we aasess the consequences for the United States. Will our
own defense readiness or efficiency be affectad? Will the central
strategic balance ba altared?

With these considerations in mind, I would like to review with you our
proposals for security asslastance region by region. The largest and most
urgent portion of our reguest is the Middle East, which makes up 70 percent
of our program.

Securifty hapistance bto the Middle Fast

our pecurity assistance requaest for the Middle East:

== 18 degignad to provide lsrasl with the assistance nseded to
maintain its security and conseguently ite confidence in its own
strength and in our support to persevera in negotiations. Tsrael,
to which we have an historical and maral obligation, reguires
assistance to maintain both defensive strength and economic health.
Tha S1.5 billion funding lavel proposad by the Administration for

F¥ 1976 raflocts this. Our request 18 based on Isvaeli thinking
about its milicary reguiraments over tha next several years aad

our enalvsis of Israel's force modernisation plans. We ara 'raview=
ing these requirements in the game gpirit as ve hive reviewasd
previons ITaraeli regquests. We know that a subBtantial U. 5. response
will be nacessary, even though decisions on specific items of eguip-
ment are s8till under discussion.

== Dur program for the Middle East also is designed bto give tangible
axpression to our important relaticns with Arab countries, and to
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mncourage Egypt's couragecus and constructive efforts to move from
confrontation to negotiation. EBgypt faces massive tasks of rebuild-
ing and economic dsvelopment; we seek to help Egypt in this endeavor.
our asaistance also helps Jordan remain an area of moderation in the
Middle East. It helps us consolidate our cooperation with Syria,
which is central to the negotiating process.

=~ and it is designed to support our overall effort in the Middle
East to avert another upheaval which could dash our own hopes [or
ccononie recovery and growth, strain our relations with our allies
in Burcpe and Japan, and poae the dangers of a U. &.-Soviet confron-
tation. '

Our new friendship with Egypt in na way undermines our traditional commit-
ment Lo the security and survival of Israel. Indeed, our policy of further-
ing all constructive forces in the Middle East is the surest path through
which we can help the parties attain a durable settlement which meets the
principal concerns and interests of all in the area —— including the
gurvival of Iesrasl as a stats.

In sum, the stakes in the Middle East are hig, no less than war and peace;
our national interests in the area are vitally important. The reasponsi-
bilities we have assumed are substantial, but they are warranted.

fur assistance i not, as some have suggested, the price of the recently
concluded Sinai agreement. If there had been no agreement, the needs of
“he countries concerned, and the imperatives of our interests and of our
ralations with them, would estill have required an ongoing program of com-
aarable magnitude —- in conditions of contimuing stalemate rather than as
s pow the case, in the context of hopeiul forward movement. The addi-
bieant hurden of . 5. assistance is modest -— and inFinitely less than the
demonstrated costs of another war.

In preparing our Middle East program, we have been mindEul of the economic
problems facing us here at home and the budgetary restraints they reguira,
We have therefore tried to strike a balapce batween what we could do to
agsist constructively in the area and what we should ask the Congress and
the American people to provide. Our program reflects this balance. We
hope it will receive the support that it requiresa and deserves.

After the Middle East, the balance of our Security assistance raguests is
allocated ta other regional areas in the following portions:

- Eabope 114 £534.0 million
- East Asla 104 5448.4 millian
- Latin Amacica 4% £196.0 million
= RFFich 1.54 $ 68.5 million
= Wmar Eaak It 5 55.0 millian

tzwoluslive of the
viiddle Bask)

Burope

Cur Eurcpean proposals are focused primarily on Turkey and Greece. The
strength of thege two countries and their association with us in NATO

i eritical to the stability of the Mediterranean region and the solidity
of our position within it. The Congress is well aware of bthe extraordinary
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complications which the Cyprus dispute has cresalted for cur relations in
the Eastern Mediterranean, and the Impact on the overall RATD structure.

By rasuming well-conceived grant and credit assistance programs for these
two key nabkions, the United States can mest legitimate military procurement
nesds that will strengthen our allies and at the some time enable oa o
play a more effective role in helping find a mutually satisfactory solution
to the Cypras conflict.

East Asia

Cur security asaistance proposals for Baskt Asia are designed to demonskrate
Ehat America will sustain a ponstrucelve pole fn the area.. It ig clasc
that throughout the region staktes sager bo preserve thelr independence

48 anxious to see Che OUnlted Stabes romoin politically engaged in Asia.
They recognize —— a3 we must -- that no eguilibriom can long be maintained
thare without our active participation. And many countries of consaguence
to us will measure our will and capacity to perpetuate a constructive
involvement in the Asian balance by our efforts to help others develop a
more self-reliant defense position. Already perceptible progress in the
direction of self-reliance is svident in the fact that our regquest for

Foreign Military Salea credits for East Asian countries excesds == in Fack, .
la twice as large as —— our réguest for grant aid funds.

In Rorsa we are requesting 376 million in grant aid and $126 million in
credits, repayable in full at curfent market interest raktes. The South
Foreans have made subatantial progress in their own military modernization
effort. In the face of heightened tension on the peninsula, they have
imposed on themselves a heavy defense tax to finance improved defenses,

We have put forward proposals in the United Mations to break the diplomatic
impasse on Korea. We intend to provide the necessary muscle with which

to support these initiatives.

We congider it important to pay special attentiom to allied and friendly
nations in Southeast Asia, whose concern for their security iz understandable
in the light of recent developments. ‘The Philippines has internal security
problems. Thailand wants to preserve the security of ifts border regions and
counter an increased potential for subversion in three parts of the country.
Likewiss, Indonesia seeks tn strengthen its ability to patrol and protect
ita far-flung archipelago. Our grant progeams in these countries are
matched by credit proposals that aktest to the increasing abilities of

thess countries to msst mach of their defensé bacden.,

[

Latin America

Pour months ago in the spirit of mutual confidence and respect that has
inereasingly characterized hemispheric relations, we joined with our
neighbora in successfolly modernlizing the Rio Treaky, the world's oldest
mutual sscurity instrument. In keeping with this continuing cooperation,
and in an effort to take into account the growing self-sufficiency and
economic development priorities of the Latin American countriea, we hawve
focused our programs primactily ‘on the fosteripg of professional skills

end relationships rather than on the support of military inventories or
maneuvers. Tralming ls accordingly the coesmon dznominator, while aur

grant materiel programs are being phased sut. Hxcepting only the 52
million program for Bolivia, grant materiel assistance is limited to lass
than $500,000 for each of only eight countri=s. In addition, in proportion
to the wmllitary budgets of the Latin American nations which remain low by
intarnational standards, our proposed FMS credite are also modest. On

the whole, our programs reflect our interest in remaining responsive to
Latin America's reasonable military needs within a framework of cooperation

and growing economic self-sufficiency.
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Africa .

There are two significant programs proposed for Africa. Stability in
the Horn of Africa has wider geopolitical meaning. To help maintaln
that stability we propose $12.6 million in grant aid and $10 million in
creditas for Ethiopia, a strategically lecated nation.

zaire would receive 519 milliom in credits to help modernize ite forces

and mest its legitimate defense needs in view of increased threats Lo

its sacurity == particularly that posed by the instablility in Angola.

our ald would help meet a defansive foree need recommended by a U. 5.
military atudy team after cazeful observation and consultation with the
Zaive military. In addition, a $Z0 million Security Supporting Assistance
Loan to Zaire would help meet & temporary balance of payments problem

which threatens stabllity and U. 5. financial interests in this Key country.

o

Mr. Chairman, I have addressed my remarks to the central aspects of our
security assistance program -- its place in our cverall foreign policy
desion; the basic criteria under which it is employed; and the process
through wnich our decisions on it are reached. I have focused on the area
of greatest present urgency, the Middle East, and have reviewsd our pro-
posals for other reglons. I am now ready to respond ko your gquestions on
these or other matters pertaining to our security assistance program as
planned for Fiscal Year 1976.

® B W W & & &
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Marris J. Amiday, Executivie Divecior of
iy Amarioan—srgel Pubic Aftars Com-
Mg, rastiiiad on [He sacurily assisinfcd
program gefare the Hoosa international
Helalions Commifiee, Now, 10

M. Ghairman:

The views represantad in this kestimony
arg @led tha views af the Conlersnce of
Prockgants of Makor American Jewish Qr-
ganiZations os they ralale loAmarican-
isrant affwirs. The Contarance ol Pressdants
pmbraces 42 national organizations, repros-

enting almost 1he 1otaliay o the American
Jewish Sommumiy.

arsng wih ma ere Kenaslh Wollsok.,
Legialaliveg Direcior of the Amerscan [arpel

Pubhe Atfairs Commitisa, and oud Diracinr
ol Résaarch, Aaron Daved RogenBadm

lsrael's Gamble lor Peace

The aid for lsraed o the ikl bafareihiz
ool rEpraasents @ prudent invesimsan
in paaca in 1hie Middle Eaat. Tha kaveds of akd
reqgungtod-—some ST40 miltion in security
supporting assisiance and $1.8 hillian n
melitary. credits—would bawe beeh pedes-
gary ¢dan il mare had Bean no Siral Accord,
But tha fact is that 1srasl hBs tAken axoap-
tional risks for peace—and this cannat be
oyved i ed
I tha waks af the Sinni el Isran|
has placed itsalf ina more difficult strategic
position. 11 retraated lrom adefense line

running Fi ke Sinai passes 10 & mich
logs ded ling. Constriction of ihis
new longar ling, inchuding its fortifications
A Facdlisies, will cost $150 millkgn

lsradl alse surronderad thae oil vallsal
Abu Rodeis and Radg Sudr, Thess wells
prowiced lerast with nearly S0 parcant of har
oll pongumption tasl year. isrsal wid now
hawa 10 ook for loreign pll—gxpongive and
Egll!lmly he%s secure-—on bha world mar-

L Despite gndngy congervalion, lesael will
hawa 10 spoend milllber for oif formaery
obtained from the Sinal walls

|$TEB|',‘!.I5 mﬂ 115 "ahh‘il (5 L] Ilg:?ﬂ Rar

DT poopie beliews oy
rnnulqn.hhh! risk 19 jusbieed if it enhances m
pros 8 [ar e lzrael ariginglly so |
mnmpem r.-.rrdﬁlr::ﬁgm m—htll?gumn:.- m

w1 §awgne of accommodation
which would imply the star ol pormakeed
relatiars and recancelidtion. Unforfurately,
Egypt refused to make more than minor
rﬂl}'l]lljﬂ'ﬂdl-ﬂﬂﬂ e 10s polilical stancs Wward
|sraed. It lmaders repeatadly described fha
Sinai pact as a "mlldary I candty ™
and will not agras 1o chalian parhcipation |
the joinl body supsrvisng implementation
ol e agrasmenl,

Becauss movemanl loward genuing
El;iyptlﬂn accommesdati has nol been
sulficiently forthcoming, Israel cannot
gamble ils secwrity on sacond-hand reports
ol Eﬂ yiEl's lelure good inlanticong, |eraal
rlm_ﬂ'l'l'l-h-irl tha lessons ol The pasi—
particularly the calcutated Egyplan decap-
ton befare tha Yom Kippur War abgut
wiich Prasident Sodal boasts so frequienthy
Iaraal cannal aMard 1o rigk uAresdiness o
l.lﬂl'."!'-!lpﬂrid Mgy aire, And tha Lnited
Siales canngt rigk I'l'il'l-ﬂ anathar Arah
anach o0 lsranl becaods [sraal |!-1'I'|||=1Fh'||:p'
WRREATISS,

it is i ihal aven Egypis minimal
mad@ration is mana than Israsi can axpac al
prasant from most of the Arab states The

Arph waortd taday is divided not somech
Babwenn "moderates” &nd rodicals; " as
Delween “pr tigia” mnd “vadicals.”
the “pragmstiaty” camp are Egypl and e
ait-praducing states of Saudl Arabia and
Euwail, The radicals are rapresanlad by
Syria, lrag, Libyn, and the PLO. Innaitsorod
thase groups is there found any real
accaplance of Isr@al's pOsion or even amy
wids fecodnition of lsrael’s right boexist A% A
sovereign Jewish state, The two groups
diflar primarily on tactics, sirafeqy and
TiFming.

The Fundamenial Arab Threat

Egypl is pragmatic becasse Prosident
Zadai e fAizes WAk Pis couniry is n dirs
etonomic siraits With a kmited agricieliural
akd. an uneducated, expanding populition
of nearly 40 millsgn, An imdlicipnl Bures-
arpiy and & slagnant atonomy, Egqypl’'s
leaders are apparantly seeing 8 il 9
nan-war, Mol necesssriiy A of praACe,
Bl rather, & reapite during which Egypt
might attempl (o deal with its massine
inderral dovelopmanl probiems. Right now
Egvpt surely nesds more iraciors rather
than more Tanks, And only time sl ekl
whathar Egyp! is sincema in ds mow friend-
iﬂ-ip WIEN Dur caunley and in massng toward
ganuine poace with iBreal,

Tha radical Amb siates viow |Sraels wary
axistenon as a shame whigh Tﬂ!-'ﬂ' b
aradicaind, By now woeshould all reatize that
Ihe astablishment ol 8 ao-called " demooral-
i sacular slata” in place of Israol actually
mgang tha dastruction of [sroel,

Israet #iill confronts an Arob abgnmani
which seeks eddfiny Israel’s immedinke de-
mise, or s dismantiendg s atages Firsl, back
te the 1067 armistica ines, then back to the
1847 partition lines-—borh of which mean an
invitation to Arab apgression and ihe
cortainty of war

|sraels regues] or afms giel @xists wilken
ihis pearall politleal Irammwork. Despiie the
dangers which face lwapd, larasd ¢-:Im ot
Sk & rirlalFee military superiority over
151 Arul?:.wghhﬂr:. It mg mapun;linirl%m Is¥
catar fubune aggression, and il dalerrence
Fasls, to 'lhrl:lr'llfi sell loraal's o ragueests
demongirale & degire o maintain a3 13 1104

1o 1 bakance af military powar in lasor of 1he
Arab slates in roops, planes and lasks, Yal
iLis |Hl.'l.‘h' thal esnsn (Ris wnigvorable ralp—-
which tests larasgls hiaman ca itios b
iha fendi—will posn grow auven larger

Maodarn Arms (o Isracl's Adversaries

Today |srepl’s adyursariss and purchaing
vast guantities of madérn arms Trom The
Unitpd Stofes, Britnsn, France, and piimarily
fhae LISSH Tha Sreaton of Srownshisliming
mubilAry acinin] agains] largal wikd l"{"‘lﬂ
the Arab states to rotum 10 the war oplion.

Since 1072 ithare havo hoon nl:lur'l||'|I 11}
Ko MAr arms soles 10 Arab sieles from
the West and tThe Sowiat Unmwn. The most
sophisticated weapon sysiems i prodac-
tion have bean made avallabie, The nat
worlh of thega saies from both West and
East. hns conssrvaliv bedr ealimatad ot
Betwear 58 and $10 bithan, Othar patimaias
5] 10 574 nillion,

qmg nof these sakes fgve Been NRAncad
By AT ﬂli|-|‘.ll‘r.'|duﬂi'ﬂﬂ afptes. Saud Arahbin,
Kuwai and the Linded Arab Emiraies hove
plesgan to tranater weapons 1o the “con-
frontatn stabes' on lsraed's borders ahbeid
thiere bé &ndgiher was. Alsaady & Memssar of
WERPONS purchnaze by the ol ‘F"'Elﬂ I.!';l_“ﬂ
sfates have b delivered to confrontation
Sajes, padlicularty Eqypl. wiich, L[FTECEEY
phg, has recantly yad ks new Franch F-
1 Mirage fighlar Bombers.

Fecontly hare have boaen press reparts
alleging thal Egyphian pilots are being
Irirsid Ir&mn Eﬂ fly Aursarican-mas F-4
B hoem |-;|hmr bombers. Last weak (| wag
raporied thak Saud| piols wens Tying their
American-mada F-5 lightars in Syria in
conjunation with The lan Air Force

Ag aihey Examplss he graditaration of
modarn Wastarn and Sovial arms (o tha
Arab alples o e last Mour years, | have
fislad pidl some o 1he major aircratt sakes
[SaE char, |

Nboat of 1he new prcral] aip lie® 10 tha
Arab slatea will be Mied wilh BRCad air-

ia-air ad sir-lo-aurlace missilies of French
and American manufaciure. This will be a
particular ganger fo |wrael, whoas delanse
dapands upan :u-pen'nrii'!l It is &n apen
quaston whether [srasls pilots, no matier

Major Aircratt Sales to Arab States

Abu Dhabl 32 Mirage ¥ liehl:n-r bandbsars costi
lighter bombers with an estimated cost of 5125 million

18 Miragges Hi-
lrag 1] M-i-Ea?ﬂ-'a

£250 milkon

40 Franch Alouette 11 halicopiens

Jardan
Kuwall

24 F-5 Tightars, via Iran

R
ERT
™ &

and spares

o=
E 4
FY

Likya F-1's

P
e

Lk

L=

rif
WGl
Saudi Arabia 35 Mir

5

2 ¥

E's £1.085 hifiion

BE

Syria MiG-21 lighter bomibars

MeE-23's

b
L]

1540 French Supes Fredon Troop Carry

E 20 Mirage F-11
aym S e wgh

A MIG-

-SE loghtor boamosrs of $2300 miflion plus
Skvhawk Tghter bombsors, 2250 million, inciuding tramning

uar fighler bombees from 1he UK. & S53 million

hombers. part ol a 52 billion gaal for airoratt, anks, halicoptars
SA-3, 5A-3 and 586 miasilos

age IME's This sale alss incleded €50 AME-T0 smd AMK-30 1anms
rd Crodnle, BAM migsiles for & 1otal cosy ol S&70 mikion

E-.Ilull AM-L Sea Cobra Helicoptera, the Ties of 440 o be detiverad

hasl| Goaplers

ter bombers a1 §315 miblion, paid for Dy Kuwsil
Ve paid for by Saudi Arahéa.
fighier bombera—ai since tha 1973 War

24 British Wastland Commando 1roop transpon heticopiers

200 Jaguar fyghler bambers
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now akinul, cousd aliectively combal the
swarms of alrgralt now baing shipped 1o
Arab sales.

Whilonhegwas hare, Presidont Sadai
complained about the Soviet Union: “up
il this moment, | haven't replaoed any
piece of arms that | lost inthe war, " Bul,
according o the aulharitative [nernational
Institule of Strafegic Studies (1155], tha
Soviet Union fnol u:ay has replaced most ol
Sadal's logses 0 the Yom Figgour War, e
has added 1o his milijary capacity in soene
wial aneas, I'm cerlain »our questioning o
Admintatration officials on this podind will
Dear this gul, And U'm cartain thay can alsg
il yow thal Egypt continues 1o rscoive

spare parts
This incredible bulldup endangers 15-
Tael e Siry 16 - pPsilen CrzCendirgg b0 e

1SS, Israel if 1978 will Iaea tha Arahl
confraontabion stales’ tatal of 1 500 combpt
Airerall, 6,500 tanks and 762 DOMroops plus
'I,I.;E‘I_l:lfﬂ:l resarisls. |srael has 457 combal
alpgratt, 2, 700 taniks, 155 000 roops, includ-
ing thousands of women, and 246,009
ragmnsts. including men in fheer fifloes—
sami of whom hawe fought in 1848, 1958,
1867 —and 1873

During iha Yom Mippur War, atotal of 11
Brab stabes gows Eeir aciive Supgsr to The
Etack. And Cheir axpecied pariscipation in
any Tubwhe war wolld Turthar incragsa ths
Emialanca

Sawd Ambla's apquisition of a large npey
and 4 massiva airand armor capabibity
farces lsrael ta include that naticn in i1a
atrakegic planning. The recent dormatian of
& top-laved commetas [ coordinme poditical
and maiklary allars Betwaan Syria and
Jordan s plen ominous, Thes naw arrange-
ment i3 almost antamount 1oqn jaint
command 1IE sugoests (hat Jorgan, desneis
its fripndship wilh tha Linited Stabas, will be
unable or unwitling to resist gelting invalved
W Syria $1&rls a4 new war with [srasl,

Defense Cosls Straln Economy

This s beraals mildary situalion, andd it is
from- this posilon [hat IHFB-_Bl musk plan har
detansn and utilizo har imited resaurcas

iri l:-urﬂlﬂ-l!rlrlu lerapl'es nequast lor arms
asxsksiancs, ang musl bear in mind the
sophisticabsd natura of the woa which
Israel must purchass to match the igh-
technology equipmicnt geGuirad by Rar
I nflation mpnd agvancas in echnology
have inoregasd SoElE Ted 12 ton Himes over
comparable lovelsa docado agao. For
inafanes, |f is aptimated that ha 25 F-16
Eagde [ghier bombears that Israed will So0n
purchase will cost hor 8600 milllon, com-

wdf 1g approximataely $100 millan dollars
or K sama number al F-4 Planioms,

1 s be borne in mind_ then_ihat whils
fsraml's Arah adversaries can choose among
hal @ dozen Weslern and Easti=rm suppliers,
fgrmel can only koo bo the Linited Siates for
szvisiance. | has ng aRernabives. The §1.5
BiMion in mititary credils requested is tha
Bare munimum 100 larael [0 makntaim is
dalansas and doter ancther war.

igraal’s population of anky three million
mave bormg The major burdan of i own
dalansn. They are atrendy tha highes!-1ased
propie in e world, with more than 50
ptreanl Ol AN Svregd Weok s salary going b
the goavernment. A5 a rosult of 1hid. |ar8els
soonomy & atrained to the limid

Ir ey akuahng the SF40 millon in ssonomic
supporting assisiance beang requaaied Tor
Israel, it should be foled that |sEaal was
hard hil by inftation in e wake ol the Yom
Kippur War—40 percant in 1874 and 20
percent this yeéar. Privabe conssmption has
decroased by gver 5 percant, buliding is
down by 1T parcant, and invastmanl has
Jrﬁ-ﬁp&d 13 pencant inthg lag] o years.
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Iaflation anrd the removal ol siehssdes ik
nearly dowaiied the price of feedstulis and
fuied for 1he [oraehl condsmar,

The lxraeh ghurﬁm&'ll has bBean lofced
T g lamient g series of suadenily measucas
lrlt:tudiﬁli davgluaiions and new Takesn
gidar o mainlsin econbmic stability. The
israsli polnd has been devalued 87 percent
since Movember 1974,

Israml has reformesd ils lax shroche by
tazing lormerly sxempl items, such 88
iringe benalils and Ma cost-ol-living allows
ance and =9 Llaxas and ﬂutlﬂlh?_'-'ﬂ bean
Mivied orincrassad. Thus, 5@ lgrach inxpay-
@r faces ovon a larger 1ax oM in the coming
WO FRAn e ]

EIH-F&'I.E hEda STF i ] MaasUres, &y aal's
BEOMMIG vy PAS alawsd Since [ Y om
Kippar 'War, In comparison with s ¥ 2
percEnt rotl rale s 1972, |araala GNP
H-GIZ‘I.I-I"}' rapped 6 parcent in 1975 and may
drap e 1976, The ﬂu!-rl."'rllﬁl' program nas
decreaeed largels ndd-rialitary impEsla v 8
percent, bul larssl sHll {aces B continuous
detanaration in 16 Ioaign resers pokison

Ald Reguest Bare Minimum

Tha 5740 mitlion Admandstralisn requeast
1 foonomic supporbng asslatancs will nol
hiedp Israsl ratae il slandard of leing. 18wl
Baraly Gover TR SO o1 Thie ol :El.u 15 Qi iy
up (S350 miltion], the canatruction & & now
datanse Hne (150 mellFank ang naw ol
storage facilitiea {§50 millicn], This is
pecause n breskdown of the $740 million
shows $150 million in cash budgetar
assistance, 5240 million in the farm o
ergdite, plus 350 million in grants fora
commoedity import program topurchass
1.5, goods:

Although rmare 1han 80 percent of all LLS
worldwide military assssiance since 1946
hais Bsan in ke form ol grants, Esrasl npwer
rechived anp grant miditary aid wntil 1873,
lar@al. has, tharpiore, gone deeply inla dedd
i pay for hor securiby. |sraots Toregn det
will B 57,89 bithion en 1876, amd SBEDIfan in
1876 avor 53 B0 P capits, morethan Hve
times 1hal ol any othar nation, lsrecl s
defanae axpandifures alr consuma S
porcont of tho country's MNP, ocompaErad
with B percent in 1he Uinited States

It is alsa im@gortant o ramambar Thal
Israsl remaing Americas !J-ﬂCEll'ld'm-FE!H
trading partnar in the Middie Ensy, afer lran
Iarasl plans fo ndl well Gwar (he amount
raquesied by the Adminmiratkon in The
Unided S3afes thad year

Since a sgilicant poriton of the request
is papecied o b in the form of loans
payabla with inlareat, i1 ig noteworihy that
Israal, unhke mary obher nations, pays its
debis. In 1978 alone, fsrasl will repay ha
United Statos 5230 million in inlerast ang
pr'm::ipuj. T imalibary credets alonm And ifis
aled important 1o remembar how wisely
leranl upes aach dolkar,

Tha ¥am Kippur War did not end bor bsrasl
an Octobor 24, 1973, The state of alart
continaess o Ehis dant. Tha wid ponELmad
ihi squidalent of leraes entha 1673 GNP in
just stghiean day s, % costs hlave crealed an
GNOrmouE enden for isroel's people ke the
pash o years. The forelgn akd levels bedng
reqjuesied will snable largal bo continug to
work ltl?."!.l'ﬂﬂ poace Thare s no et inthase
gl §—any raduchion will bo cutting InLo
s,

Ruring \ne past several moniha, the
Administration had indicatad that lsraal
would receive & 1otal of §2.3 billion in
geonomicand milliary granisand lopns
The President s lingl reacommandetion,
howear_ vwias 380 midlion less than what had
pewn expaciad. Deducted from 1he $2.3
billion package was 515 million for PL. 480
AREIELANCS, million i housirg gquasan-

{zas, and S0 miltion {or the resetilemant of
Sowvinl Jawish rrlupees

Thap probigm hare s R 1araa ] mey mod De
aliginka 1o rective housing quaranbecs if tha
Hoise varaion of ThepcoAtmic HHHHIDE-
menl ball prewdils, This ssls & cailing of §5
millian for any sountry and reginicis guor-
aniees toonly those countriss which
recalye roonamic development asaistance,

In sd<dition, fhe Adminisiration has yel 1o
sulymi an amended budget request for the
L34 mi%ﬁw&ulﬁpﬂﬂm ans mllﬁ p;ﬁ-

=M aul aongress =} 8
wn.!r in the Skaba FLirseril BullriERlion

ill, Mgseover, of the $20 millian, $4 mitlion
ol ths amdaunt is nol destined for ralugeas
rasentling in karaal,

While thesa programs wene disducled
trm the ourall Administration request 1o
isragl. ihe s for Egypl, Jordan and
Syria in thelegisiation bafore you arein
adfoen o the substamial PL 480 aaals-
ance which will be allacated in fiscal year
1978, Egypd 18 astimated iooracedve S
million, and Syria, which recaoad 3265
million last wear, and Jaordan, which =
ceivad $8 8 million, are lHkely (o recaive
equivalant or highsar amaunts this yaar, This
is carfainly nolavenhanded raaiment—and
wo would hopa ths commilles would
congider this sluatian.

W hope that as in recent yaars, “'!ﬂ‘
committon would sarmark all programs in
tha Bl for  lsrasl, (hesaby rrl-ﬁﬁllg cETiE
tha funds proposed by the Admivstration
Wil il:lu.ﬂll'l' ba asllocaled 10 larmel. First, b3
enrmark the 1.5 gillion in mililary salas
credits and the fargavaness of one=halt of
Ehal prmaunt on § mandatory m Spoond,
to earmark the supporling assislanca pro-
gram and third, n mandatory determenalion
that military gredits shall be abligatad
widlhiowt b b fimilabiong £a Ired
in section 23 of the Foreign Miklary Sales
act relating 10 1stms of paymend.

An Investment n Peace

Suppart of larael has pecompanied an
improvemeni of tha U5 position in the
Middie East. Following approval of the
amargeney $2.2 billden pid by Congress, tha
Fnited Stafes has rosumoed diplomatic
relations wilh Egypl and Syria, and has
become e sole pany busled (o mediata
he Arab-Earaedl gRepaite.

israal 5 ragarded as an American friond
and oy, Fallure 1o 80 1 T wihen Sheis
foilowing American advice and sarving LS.
arlErests will dias oifer natipns from
ralance an 1the United States.

We filly realize that curing this time of
SEanain G UncErtRNTY N U own couniry,
farasgn ald s generally nol pntpular.ﬁul
public gpinion polls continua to demon-
stralo understanding and suppar for 1s-
rasl's nesdd—wrih faraal iradilonally e
sl pogEilar forssgn asd recipiond,

Hid for teraslisan Inliaﬂl partof L 5.
Micidle East policy. As tha Secratary of State
told this Commities iast Thursday. “The
haysions of aur pal i thes Middie Edsi
has abeays rested o the abilily ol Isqast to
persevend inits own dalanse, " 1§ demaon-
ghrates Conlinuing su Tor a maliable,
demacratically, and reinfonges The Common
bonds batwaan Lhe Amercan and 1sraall

hes, Cnly 8 stnong larasl can comincs
e Apab gtales thal negotiatwon, nod oon-
franiation, & e only means of sobdng the
Arak-lzraal contiicl. Only then can it be
hoped thal lsraels nesghbors wilt iEd
fhie mutual BenalFs whiich may be aiiained
from nonmalized relations, communicabion
and cagparation. Abd to lsraal showld be
s=en as an imvestreent i Istael’s futurm, in
Americas fdure, and mast important-— i
an invesiment in peacs,




Aid to Israel the “Keystone of Our Policy”

The House Infernalioial Belations
Commities opened (ormal bearings sl
Thursday onithe Administration’s pro-
pnau‘; 4.7 billion Security Assislance
Program [or the 1976 lizcal YERr. BeCreliry
of State Kssinger, e first AdminisEration
offkcial called tovestily, strongly urged
commiltes approval of Lhe package, whech
includes 52,24 billion in econamic and
milidary assistance [or lsracl,

Beciuse of o “bureawcratic probbem,”
Kissinger sabd, the Administration submit-
ted o revised abl request to Congress enrlier
im the week, Origanally, | ke AdmanisEration
hatd asked that only S5000million of the §1.5
hillion military portion ol the aid bill for
lernel be eligible for a woiver of repayvment.
upon the President’s discretion. The
Secretary told the Commitice Tthal 1he
Administration had corrected that mistake
a0 that hall of the militaey logns—ST50
million—eould be forgiven,

Asked by Representative STermes
Sovarzd[-MY ) why the final amouni
recommemded by the Adminstration had
fallen $60 million short of the $2.3 billion
package lsrael hod been led 1o expect.,
Kissinger explainsd that Adminisirotion
oificials had deducted the S60 millien
worth of mid that lsrael & eligible to recenve
undler separate legislation. This includes
£55 million for hosing morigage guarant-
oes, 520 million for Soviet Jewish refugee
reseltlement programs and 515 millbon for
L. &80 surplus Tood sales.

Equalizing Deductions

Kisinger acknowbedged, however, Uat
thi Administration’s P.L. 480 recommien-
datios [or Egypt during the current fiscal
v —likely to toti] aesrly $200 million—
was nod similarly deducied from Egpypl's
final 5750 million supporting assistance
package. He said the Administration,
therefore, waglaoking into ways af
punibly removing larnel’s 515 million
program for {ood shles [rom Uhe 2.3
billion total as well, In effioet, thas would
provide lerael with an sdditional $15
million in assetonce,

Maoting that approximately T percent of
the Pressdent’s aid recommendations go
foe Middle Ean coundries —53.3 hillaon—
Kissinger explained thin this was because
of the magnitwde of LS. national intergsis
“thai it = designed to protect and further ™

The Secretary pointed ot that ecnnomic
andd milidary support for Isrsel in particular
has been U5, policy during {ive Admanis-

tiatecns, =The kevstone ol oar ]mlil.'].' i i e
Middle East has always resied on the
ability af Tsrach to persevere in s own
defense,” Rissinger declared, “That abality
is currently ondergoing @5 most SrCAEoES
test and, despiie what we bere inthe United
States would consider to be extremely
strinpent austerily measures, ios cledr thal
Terac] must have both substantial scoengmis
and substantexl military nssetance, Ot
program for lsrael is pumed af permting
both defensive strengih and economic
heabth.”

A Package lor Peace

Kissinger asserted thal America’s “new
fricidship for Egvpi does not in any Wiy
underimine our iraditional freendship with
lseazl or our commitmend to s survival
ol secuEry,”

The Scerctary, in his prepared stale-
fment, shid ihat “the case for Egypl is
equally strong™—a statement (hat raised
evebrows among lsracl's supporiers
“Egypl has courageously embarked on the
rond 1o peace and moved from confrontas
fion o negoliation ps @ means o resalve
the Arab-lsraeli dispute,” Kissinger said,

He atso defended the 5256 millien in
both economic and military prants ans
lpans earmarked Tor Jordan, the 550
million in seonomic supporimy asstine
far Syria, and the S50 million Speotl
Beguirements Fond, 513 millzon of whech
will pay for theconstruction of an Egyplian
carlyv-warning svsiem near the Gadi pass,

Calling the Middic Easi aid package “an
invgsiment inpekce,” the Secrelary ac-
knowledged the econamic problems the
Umnited Siates is corrently Tackng al home,
But he pointed oul that *“ihe additional
burdan of U5, assistenee is maedest —and
infinitely less than the demoistiated oosts
of angdher war . .. The American public
b 1sr wnelerstand Vhat the consequeences of
tratal am the Middbe East will be infintely
maore costly than the amounis we have
reguesded

Asked by Chairman Trosaas B Mon-
i [ D=Fa,) whnd the impac of & substans
tial Congressionil cut in the Middle Easi
2 package would be, Kisinger said thot
“he impact on the oweeall stabilily in the
area would be extremely unfortunite,” He
said that if the request Tor fsrael was
reduced, it would mean “that lsrael coulkd
nol meel iy economic or its military
needs.” He warned thal “its weak néss
might tempt ita neighbors to seek militnry
solutiors ™

Al hough most of the commities mem-
bers showed understending of the aid
regessts, Represemative CLEMENT ). La-
neckl {-Wis ) opposid providing the
fuldl arcung. He nated that the 76 senalans
whio signed a letter last May to Presidens
Ford urging the Administration to *he
responsive Lo lsraet’s urgent economes and
makitpry needs™ might nod sagn it mow =i
they were gi'l.'-:'rl an opporliny.”

Representative Enwanny J, IErwinsgl
{B<LIL) was concerned abaan the cconomic
aid earmarked for Syria, considering the
strong Sovicl influeenss in Lhat country.
Representative Wayse L. Hayvies( [-Crhiad
saml thal he has “heen a Inend of lsrael,
Egypt and lordan™ and that he “will do
what | can,™

lsrael's Meeds Emphasized

Several members volced their support
for the aid 10 lseael, including Representas
five Doxacn W, Ripcis, Jx, (I3-Mich },
who galled Israel an ally of the Linted
Sitnies, “Legally,” the Secretury responded,
“Paraclis mot anally, but in practice we
ave been very closely associated.” Ricgle
strongly vpposed LS. military iid 1o
Egype

Representative Jons Bromasas | R-
Ala ), pranting owt that lsreel slready leasa
sirong austerly program, asked whether
Isrugl is doing everyhing possibie domesti-
wally to meet its economic and security
moeds, “That s our view,” Kissinger said,
adding Ehit Isracl “will have to mike
further retrenchments even af this level™ of
U5 aid, Kssinger noted thar Tirael hasno
other souree for oulside assistancg.

Buchanan commented thal e United
States is dealing with a special case in
providing aid o lsragl. He cautioned
against flinting with “our hasic commit-
ment ia e survival of lseack™ ond “with the
bakariz in the Middl: Easl."

“tjﬂtlu:ﬂtrl.ﬁ'..ﬁ Hiies 5, Mivses (1
NoLjand Pave Fisprey | B-110) gues-
tioned the Secretary closely abput U5
po-recognilion of the Pakstanans. Meyn-
er. noting that this is “the core of the
prohiem” in the Middle East. compliained
that the United States pppeared to be doing
“mothing™ abost this ssue, The Secretary
reilernted that the Unted States will pol
recognire the PLO belore the rerrarisl
organization (bl gocepis srsels cuistenes
and Secuirity Coarfical Resolutiong 242 und
34,

I




MONITOR
Rewards for Dubious Intentions

Bty by ihe resction of infloential
newapapers such as The New Yorg imes
and T Wafiagrronr Poxd, i s evident Lhat
Sadat giined sodte ground in press opinion
during lis visit 16 e Lnited States. Both
newspapers Bl their support 10 Sadat’s
miaior theme: participation ol Palestinian
in the peacemaking process.

Thus The New Fork Fioses told us last
Friday (MNov. 7§ that " A timely show of
Aamerscan concern for this lonpg=ncglecied
aspeet of the Amb-lsmgl confromtatien
could strengthen Presadent Sadal’s stand-
ing among his spspicious Arah civals.”™
And, the Trores contimwed, It isin
Aaacrican and lsrach ngcecsts (st the risk
Presadent Sadat haslaken in signing an
interim accord with Israel nol gounee-
winrded,”™

The Pasi (Nov, 8) s indignant, I
moderates ke President Sadat are to be
stapped down on the ground that they are
el | EHE percent acceptable 1o lerael, # i
riediculans 1o think that there can b any
approech 1o peace at all.”™

Hut Sedat has beéen richly rewarded
already. He has promises ol about 51
hillian in ceonomic aid and faod, and teo
npclear power reactors - and the prospal
of a billlon and moere in arms [fem the
British, Unbike Lhe Post, we do net eall that
“miimal.” YWe de not ebject 0 economae
asd 1o the Arab peoples 1o rise their fiving
stnndards —and we never huve--{or we
have hasped thart this omeld lesd [0 peace.

It 15 nobde indeed foF Sadat io demand
that lerael work for peace with Palesting-
ans, but the trouble, as we see i, 15 Lhal
Sadat himsell doss not sincerely wark for a
genuing peace wilh Ismazl

Contradicting Himsel

Thanking Congress Tor the invization fa
i rostrwm, Sadat observed that direct
conlacts, such as the United States al-
forded him, are the best way toachieve
understunding, But never once did he
cndorse the long overdue face-in-face
cachange Between lsrecl and Egypt,

Hix formal specches were impeecable
Madison Avenue AAA, Bur when he
fielded unrehenrsed guestions, ke un-
leashed his batber attnck on Fionism {the
YETY [iendlationstone of lsraels exstence )
T his cavme at & lime when our awn people
Christians as well a5 Jews - were arowed,
at never before, in a vidliant and vigorols
{ight agaenst &n ants=Fionst resolution o
the LN

()

“aracl It is & fact.” Sadan is wont o
say in his justification for the Sinai
agreement, in which he gained far more
thinn he gave, Bot we wonder whether
Sadut ndds an unspoken postscripls = Hut
nat for long.” For hs fmprecalions against
daomsm exposcd the unploisant ot That
Egvpl. conlfary lo our cxpecialions; s ot
vel ready 1o lowsr Cairo's shrill and anti-
Fiomis propapanda or permil direct
contact betwien lraelis and Egyplians,
swhich, Sadot conceded, are s0 essenbial to
understmnding,

Having heard him, we have become
pessimislic abowl he real intentions. Dhaes
Sakikal peotisly share the ||:|:n-li-:.1| wrsmafh L]
Iskam Is destined fo prevall agiin, with the
restorilion of the uncwenl Arab empae?
[raes ke believe than time i on the Arib
side hecause oil has enriched the Arah
stitcs, enhanced their power, nnd weak-
cnesd the Ewropoan countries, which Arabs
oivce domiinited @ thousand years ago® Has
he come to Believe that 1srael mumst
cventually disappear becapse of internal
aucinl nmed ecenemic problems, amd does he
count om erosion of American support’

Nip, we do.nol begrudge American
economic aid Eo Sadot ns long &5 he 15
prepared 1o cope with Epvpl’s e mormiies
ecanomic probicEs pnd sihosrely renounee
thic war that is purtly responsibie for
Egyvpt’s duasirous ceonomss plight. But_as
we help Sndut, we must not diminish
suppart for Iseael, whose people are so
henvily burdencd by the cost of incessant
sigge, the heavy 1ol of buman life, vigilant
deferdie, and bonely solation in & hoestile
[
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Ta: All ATPAC Membars
From!: Morris J. Amitay, Executive Director
: Sy Subject: Foreign Aid Bill
Information

The Senate Foreign Relations Subcommittes on Foreign Assiastance, chaired by Senator

Hubert Humphrey {D-Minn.), completed its consideration of the foreign aid autherization

bill (5. 2662) last Friday, and the full Senate Foreign Relations Committee is expected

to act swiftly on the mezsure when Congress returns January 19, The full House Inter=

national Relations Commitree, chaired by Rep. Thomas E. Morpan (D-Pa.), iz also nearing

completion of consideration of its authorization bill. Final aetion on the Senate and
. House Floors iz expected in late January.

Eoth the House Committee and the Senate Subcommittee approved the full Administration
recommendation of $1.5 billion in military credits, and $740 million in security

cupporting assistance (economic assistance) for Israel., The House Committee, howaver,
raised the economic aid by $15 milliom bringing the total supporting assistance program for
Israel in the House bill te $755 million. Both Committees required the Administration

to waive repayment of one-half of the $1.5 billion in military loans and to lend the
remainder on a long~term repayment basis. Also, the Committess specifically carmarked

the full amcunts in military and economic assistance for Israel, thereby assuring that

the Adwinistration's requests will actually be provided.

During considerstion of the legislation, the House Committee defeated by a wvote of 15-9

a proposal by Rep. Pierre 5. duPont (R-Del.) te cut the entire seeurity supporting assis-
tance program by 20X, and voted down by voice vote an amendment by Rep, Clement J. Zablocki
(D-Wisc.) which would have reduced aid to Israel even further,

Although the House Cormittee turned down an amendment banning all military programs in

any foreign country which discriminates against U.5. citizens participating in these

programs, the Senate Subcommittee adopted a similar version, which appears to have a .‘
good chance of being wphald.

T

Action

With Congress in its winter recess, now is the time to meet with your representative and
senators while they are home. I you cannot arrange or take part in a personal wisit,
please send letters urging full funding of the $2.25 billion Administration request for
economic and military assistance to Israel and passage of the entire foreign aid bill
vhen it reaches House and Senate Floors. Your wiews will be particularly important, as
the UN Security Council debate on January 12 and the Rabin visit later that month will "
focus Congressional attention on the Hiddle East. . L

L Eai e

Letters of thanks from their constituents should go to Senators Clifford P. Caze (R=-N.J.).
and Cale W. McGee (D-Wyo.), and Rep. Dante B. Fascell (D-Fla.) and Jonathan B. Bingham
(D-H.¥.) who introduced amendments in cosmmittee to assure full funding for Israel. 3

Special efforts should be made to reach members of the Senate and House Appropriations
Committecs, who will be considering the appropriations bill after both houscs have com=
pleted action on the authorizing legislation. We have enclosed a list of Appropriatiens
Committee members, with an asterisk identifying members on the Subcommittecs on Foreipn
Operations who will initially consider the bill. In your letters emphasis should be placed
on Ehe new austerity measures Isracl has just adopted, as well as the continuing massive
Arvab scquisition of modern military weaponry., (You may refer to the Near East Report of
November 12, 1975 containing AIPAC's testimony on this subjeet.)

During the erucial period ahend, we will ba supplying you with further information and sug- i
gestions for appropriate action. On the reverse side of this sheet is an outline of the
key Congressional actions remaining on the [oreign aid bill for fiscal vear 1976, s

RBeminder: AIPAC Annual Policy Confercace in Washington is May 2 & &, 1976 — detaiis to :
follow.

r —




Outline of Congressional actions remaining on foreipgn aid bill for FY 76

Foreign Aid Authorization Bill
(House and Senate considering bill simultaneously)

House
1) Internaticnal Relarions Committee to finish consideration

2} full House vote

Senate
1) full Foreign Relations Committee consideration

2) full Senate vote

House=5enate

aftrem:e to reconcile differences between House and Senate versions of bill.

Foreign Aid Appropriations Rill*
" (Firast House, then Senate considers bill)

Houae

1) Appropriations Subcosmittee on Foreign Operations consideration
2) full Appropriations Committee consideration

3) {full House vote .[Approved bill then referred to Senate)

B : |

4) Appropriations Subcommittee on Foreign Operations consideration

5) full Appropriations Committee consideration

6) full Senate vote

House-Senate

Conferenca to reconcile differences between House d4ad Senste versions of bill. ;

* Considered subsequent to action on authorization bill.
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House Approprintions Committee

Democrats

George H. Mahon (Tex)
Jamic L. Whitten (Mias)
Robert L.F. Sikes (Fla)
Otto E. Passman (La)
Joe L. Evina (Tenn)
Edward P. Boland (Mass)
William H. Katcher (Ky)
Daniel J. Flaoad (Pa)
Tom Steed (Okla)
George E. Shipley (I11)
Joho M. Slack (W.¥a)
John J. Flynt, Jr. (Ga)
Heal Smith (Iowa)
Eobert N. Giaimp {Conn)
Joseph P. Addabbe (HY)
John J. McFall (Calif)
Edward J. Patten [(RJ)
Clarence D. Long (Md)
Sidney K. Yates (I11)
Bob Casey (Tex)

Frank E. Evans (Cola)
David R. Obey (Wisc)
Edward Roybal {(Calif)
Louwis Stokes (Ohio)

J. Edward Roush (Ind)
Gunn McKay (Utah)

Tom Eevill (Ala)

Bill Chappell, Jr. (Fla)
Bill D. Burlison (Mo)
Bill Alexander (Atk)
Edward I. Eoch (KY)
Yvonne Brathwaite Burke (Calif)
John P. Murtha {(Pa)

Bob Traxler (Mich)
Robert Tuncan (Ore)
Joseph D. Early (Mass)
Max Bauvcus (Mont)

Republicans

Elford A. Cederburg (Mich)
Robert H. Michel (ILL)
Silvio 0. Conte (Masa)
Carner E. Shriver (Kans)
Joseph M. McDade (Ps)
Mark Andrewa (KDY

Burt L. Talcott (Calif)
Jack Edwards (Ala)

Robert €. McEwen (HY)

John T. Myers (Ind)

J. Kenneth Robinson (Va)
Clarence E. Miller (0hia)
Lawrence Coughlin (Pa)
€.W. (Bill) Young (Fla)
Jack Kemp (NY)

William L. Armstrong (Colo)
Balph 5. Regula (Ohia)
Clair Burgener (Calif)

Senate Appropriations Committee

Demncrats

John L. MeClellan (Ark)
Warren G. Magnuson (Wash)
John €. Stennis (Miss)
John 0. Pastore (RI)
Robert C. Byrd (W. Va)
Gale W. McGee (Wyo)

Mike Mansfield (Momt)
¥William Prozmire (Wis.)
Joseph M. Montowa (M Mex)
Daniel K. Inouye (Haw)
Ernest F. Hellings (5.C.)
Birch Bayh (Ind)

Thomas F. Eagleton {(Mo)
Lawton Chiles (Fla)

J. Bennett Johnston {La)
Walter D. Huddleston (Ky)

EEEuhlicnns

Milton R. Young (HD)
Roman L. Hruska (Heb)
Clifford P. Case (HJ)
Hiram L. Fong (Hawaii)

* Edward W. Brooke (Mass)
* Mark 0. Hatfield (Ore)

Ted Stevens (Alaska)

% Charles McC. Mathias, Jr. (Md)

Richard &. Schweiker (Pa)
Henry Bellmon (Okla)

Denotes members of key Bubcommittecs on Foreign Operations uhich-initially

consider the foreign aid bill.

PLEASE KEEP THIS LIST FOR FUTURE REFERENCE,
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Sen Mansfiéld 12/9/75 Inserts letter to President and Kissinger asking them
to initiate negot. w/ Soviets to limit arms buildup in Indian Ocean.Letter in
compliance with amend.in milit. construc, bill conf. report, S21412

Sen Case 12/9/75 Added as cosponsor to 52662 Arms Export and Control Act whic h

calls for more effective control over milit. grants and sales to for. countrie:
521420

Sen Humphrey 12/9/75 Inserte testimony in support of his bill linking security
assist. bill and increased Congressional control _aver milit. grants and sales.
$21430(Testimony includes detailed comparison of 2662 and existing law)

Sen Nelson 12/9/75 Voiced his support for Sen.Humphrey's bill 5 2662 which

strengthen's Nelson's own bill by inereasing Congressional oversight on arms
sales. Critiecized bill's failure te require a country-by-country ceiling for
FMS grogram or prior approval of overall fms program, Intred. amend.te . S.2662
including these provisos. 521422 .

BEp Wylie 12/9/75 Voted against IAD Bank . bec., he thinks "it is a good time
for us to reduce our for.aid spending".Questioned giving for. aid but not
coming to aid of N.Y.City., Friendship can't be bought ;suspects U,5,i8 looked

upn as fool bec. of "our money squandering,especially when one congiders...the
recent votes in the UN,'" H12042

Rep Ashbrook 12/9/75 Dur ing dabate on IAD Bank said",...The U.S. simply cannot
afford to play Santa Claus to ths entire world." Noted anti-American votes
in UM by the nations that accept U,5, aid H 12045

Rep Harkin 12/9/75 Amend. to IAD Bank act agreed to which is basically saie

human rights amend. offered on economic portion of FAA bill. Language is taken
from UN CHarter's declaration of human rights, Vote 19-13 for the amend.H12053

Rep Koch 12/9/75 Although he alsways “votes for econ. aid,he's voted against
IAD Bank funding because he wants to indicate to "the member states of UN
voted for the anti-Zionist resol.,that they will be held accountable", Lists
countries who "supinely acceded to the unconscioinable Arab State pressures,,"
Also abjeets to gross violatlons agdinst its citizens' human rights commited
by many countries that would rec've. furdding thru IADE, H 12068




e AIPAC Testimony on Aid to Israel

Morrid J. Amitay, Execufive Director af
the Armancan—fsrasl Publiio Affers Com-
rifres, Meslihed O e sacurily axsisfance
Bregrar Belore the House lntasmaiional
Aglations Cominithes, Now 10

Mir. Ghainman

The views representad in Eba Lagtimony
are also the views of 1he Conlarence of
PFrasidenis of Major Amarican Jesish Or-
ganirations 8% they relate to Amercan-
israeli altairs. The Gonlerenceo! Presidents
embiraces 32 nalksnal mnrations, napras-
anling almast the tolahty of the Amaroan
JEwish comminity.

Appearing with me are Kenneth Wodlnck,
Lagistmliva Director ol the Amarican |srasl
Public Adfains Commites, and aur Diresbor
o Aasearch, Aaron David Rosenbaum,

leraed's Gamble for Peace

The ald lor bsrasl in the bl belore Lhig
Commilbas reprecents g preden Il'llH‘ﬂH'l-ﬂ_“
in peace in the Middls East. The levals of nid
requssted—some $740 million in security
s ing asgistance and $1:5 bllion In
mile cradits—wiould have basn neces-
sary aven | ihese had been v Sinal Actord,
Bal \he fact s that israal has iaken excep-
lonal risks fof ponce-—and this. cannol ba
pweriooked,

In tho waka of tho Sindl ogresament, 1S aal
nag placed gl in amorne ludl Birategss
pogition, It retraated from a delense ling
runiming tho 1hia Siei ko i mech
less defensible e, Conslruction o this
el B e lime, s ludi iz foetHications
and facilises, will cost $150 million

laraal also surrandared tha ol wolls at
Abu Aodeis and Aas Sudr, Theso wolls
prowided larmel with nearly Sl percent of her
oil consumption last year Israal will now
have to look for foreign ofl—expansive and
politically jesz secure—on the world mar-
ke, Despibe en consereson, berael will
have bo spend E&I rdllian far ol Rosrmerly
obtainad Trom he Sing walls

larael Lok These rigks bacause har
Qovarmment and peopla Delgve thal avory
raasanabie risk i juslified il it enhances tha
prasposts (or poace, lsrael nrl-glna.ullgrw.lgh!
concrals avidencs o non-belligésancy rom

EHIJI. It mughr gigna o1 accommodation
wihich would mmply The start of noomalized
relalione and reconciliation. Unfortumataly,
Egypt ral I.FEliIl;_' 1o make morg ihan mingr
heations in ks political stancsa oward
Israel. il5 leaders rapantedty cescribed tha
Sinai pacl 0s 3 “mililary agresmant only,”
Arvid Wil Aol BgAaE O Slsan parmicipation in
$'1HHIM Dody wl.‘rﬂ'i't 1Bing implemantation
E

BUC‘-_N.I!I! mipwEmant _tﬂ'll'll""ﬂ ganaknio
En’}'pﬂ_lin accommadatign has nof bean
sutficigntly torithocoming. Israsl cannol
gambie fg securily on aecond-hand reports
af Egyet's future good intenlions. israst
rameambars the lesaons ol Tha paai—
particularly 1he calculaled Egypllan decep-
fion before the Yom Kippir War about
whigh Presicent Sadat boasts so reguently
fsras] cannol aford o risk wnreddiness or
dfpreparedness again, And the Ueited
Siates canngl risk I'r'||'|ﬂ another Araly
atlack on kgraal becpuss lsraal s milidarnily

waaLangd.

it is apparant thad oven pl's mémimal
maderation isrmorg Ihan lerael cansapact at
presant fram mosl of 1he Arab states. The

Arab world loday i divided nol semuch
betwoan 'moderales” and "radicals.” a3
bofwenn "prniugalm" and I;mdpf:ln:ﬂ "!I;
the “pragmatists” camp asa

oil-producing staies of S:u:i?:iuhia and
Kuwalt, The radicals are répresaniad by
Swna, Irpg. Libya, and e PLO. 0 nelther of
thosa groupe ig 1here Tound any real
noceplance of Eragl's position of evern &y
woede recagnition of Israels right b exis] asa
gvargign Jewrah slate. The iwh groups
difter primarily on lactice. siratagy and
timing,

The Fundamental Arab Threasl

Egvp! is pragmalic because Prasident
Sadnk meognizes Elsal him country @ in ding
poonsemie SEraits. With a limiled agricufiural
basa, &n unaducaled. sxpanding population
af measly 40 million, an inefficunt burosu-
sracy and a atagnant oconomy. Egypl’s
|leadsrs ane EFIDHFEIN"H Hﬂ."’lﬂ o parog a8
AGr-wid. Mot necessar iy a panoad of Eeﬂl:ﬁ,
But rathar, & respile during which Egypt
might attamp! 1o deal with (18 maseiva
infernal dovelopmen protiema. Right now
Egypl suraly needs mors (CACTRrE calher
than more {anks. And onky tima will il
whalhar Egypt 15 sincoro in ida naw friend-
shig with our coundry and in maying toward
gerusna paaca with [srasl,

Thea radical Arab stabea weiv 1Braal's wery
axistence as & shame which must ba
arachcated. By now weshould all readics 1hat
the establishiment of a so-called -~ demaosrml-
ic smcular wiate” moplace of sresl aciually
meeEns the deslruclion ol sl

larsal shill eonirants an Arab alignmant
which seaks sliher lseasl s immediate de-
mige, or [ks dismantiing in slages. Firsl, back
1o the 1867 armistice lines, 1hen back bo he
1847 partition lines—bolh of which mean an
inwitation 1o Arab E.g!]F'-B'BEiEIﬂ- Ang the
cErainly Of war.

larzal’d request Fw arms ald exisie wilhin
thiz ouaral political framawark. Desplie the
danpers wilch fiyce [srani, (o doas nol
=0ok 3 guaniiaie milfary supesiority ower
its Arab neighbors. 11 seeks the minimum 1o
deter futwrs appression, and il datarrance
Faids bo dalana (Esald, karaal’s Bemes rogueests
demaanatrate & detira ta malntain &5 3t 1 1ol

1o 1 balance ol melitary powst in f8wvor of tha
Arab stabes in troops, planes andg tanks, Yol
it % likehy thal ayen this unfayoranie rtio -
wiich tests Israel’s human capabilitis 1o
1k limil—will S03n grow even lenger

Modorn Arms 1o lsrael's Adversaries

Today Israml's adverssriss Ans pUFCTEEIND
vast guantilies of modern arms trom the
United Statas, Britasn, Franoy, and primarily
the LIS5H. The creation of snoverwheiming
miktary advaniage against israsl wil inwle
tha Arab stafes to cebarm fo bhe war oplion,

Since 1972 thedse have basn naarly Gl
knciven rI'IH.}:.F Armg 2ales 10 Arab sigtes from
the West and the Soviet Union. The mosi
pophisldated weapon systems in produc-
tlon hava been made availabie Tha neat
wiorth of These gales from balh West and
Easl hag consefvalivedy been estimated af
bedwisar 58 mnct 10 biison. Othesr estimdles
ﬂ:;?ﬂ 1o 514 biklion

of (hese sakes have boen Nnanced
by Arab oil-prodiscing states, Saudi Arabis,
Kuwait and the Linited Arab Emirales have
Elm to bransfor ‘woapohns S e “E0n-
rontaton skates” on lgcasls borders should
tvere ba anodher war, |’||I'B'BE|!' i mamibar of
WESDOME purchase by the all-producing
atats have bean deliversd b confrantation
sinins. particelnrty Egypd, which, for axam-
plio, has recontly disgiayes ({8 new French F-
1 Mirage fighler bombers.

Recontly thore have baen press reports
allaging that Egyﬁﬁmn pilofs are bain
fraamsnd iran to Ay Amarcan-mage F
Pranmam fighter bombers. Last waak L was
raporieg thal Saun| paols wens :Hj'“'IE Thneir
SemtErican-mada F-5 fightars In Ejl'ﬂl in
somincisn wih (he Syrian Air Force

A5 piber examphes o the prodiferation of
modarn Wastarn and Soviat arms to the
Arab slates in the las! four years, | hawe
tiglad just some of 1he major aircralt sabes.
{5ae chark

Most of the new aircrall supplied 10 the
Arab slales will be ifted with acvanced air-

10-gir and Ehr-to-surlece missies of Fronch
aned Arnarican manufaciure. This will be 5
particular danger 10 FEragl, whose delense
depends upon Supernorily. it ig an open
quesalon whether Fsraels plloks, no marhor

Major Aircrant Sales to Arab States

u-22 hambers, part of & 52 bilon daal for aircraft, fanks, helicopters

hallcopiers

Abu Dhabl 32 Mirage V Nghter bombers costing 5230 milllpn
13 Mirage I1-E fightar Bombars with an estmated cast of §136 mislion
irag A0 MUG-23'8
A0 French Aloustie HE helicopiers
Jordan 24 F-BA fightes, win lran
A6 F-BE fighter boormibers at 3200 mifllon plus
K unwil I35 A4 Skyhpwk fighter Dombars, $250 mallion, inclemirdg raning
Buppiarl dned spares
16 Jaguer lighler bombess from the LUK at 853 million
Libya A0 Mwages F-1'g
12T
ang S4-3 SA=3 and S8-8 missiles
i MiG-73'
Saudi Arabla 38 Misgs II-E's. Thié sale alss includaed A50 ARXE-10 and AWX-30 tanks
and Crotate, SAM mipsiles for & 1obal cost of S8T0 million
B0 F-SE's. 31008 billlon
H00 Bell AH-L) Sea Cobis Helicaptars, the firsl af 420 fo be deliverad
Syria 130 BG-21 Tighier bombeis
A5 MiE-23's
15-40 Franch Super Fralon Troop Carmryin
Egypl 20 Mirnga F=1 faghter hombers at Hﬁ':u midlian, paid 1o by Kuwail
A8 M V' id for by Sawds & rabia.
A8 MIG-23 fighter bombars—all since the 1973 War

24 British Westland Commanda troag ransport hilicopisrs

200 Jaguar Fighler bombers




fow skillfe, could Elh-m:w;ly cambat the
swarms ol aircralt now being shipped to
Arab slabag,

While he was here, Presidonl Sadat
complainad aboutl the Sovied Unisn: "up
unhl this momant, | hasen’t replaced any
plece of arms that | lost in the war " Bul,
acoarding to tha authoritative Internalicnal
Institute of Strategic Studies (HSS) 1he
Sl LInion ol on ¥ has splpced moal of
Sadal’s joates in e Yom Kippor Sar, bul
Fas added 1o his military capacily in Soms
wrlad ArERs. D crtain e quastioming of
Sdministration olhcisls on thes poing will
benr this cul, And I'm certain they can alsi
fahl vyl That Egypt continues o rocalve

parts

Thisineradible buildup andangars|s-
rals Sraleges posilion. Acconding 1o 1he
HES, laraelin 1876 will lace the Arab
coffronlalian afates’ fotal of 1.500 coombat
gircral, BS00 tanka and o2, 000 roGps plis
1061000 reserviats, Isranl has 461 pomisat
pircral, 2,700 tanks, 185 000 roops, ingled-
ing thousanda of women, and 248,000
FEsaryIgls, II‘IEﬁ.IﬂhII: mEn i Eheair Filies—
anme af whom hawe Tought in 18488 1856
1867 —and 1873,

During 1he Yom Bipper War, & total of 1
frnb states gave their active support to the
aithck. And fheir expacted participation i
arry fulure wisr wnuf:rmmr inGrepss he
imbatance

Saude Hl‘iﬂ_-iﬂ'ﬁ- aaquigition ¢l 8 |#’1aﬂ Ty
and & magsive air and armpdr capabllity
forcas Isragl to includs thal nation in its
sirabegic plarining. The recont oemation of
alap-leval commitles 10 coordinala palical
and-military atlairs balween Eyrl.-ﬂ- anmd
Jordan is alad crminous. This new airan
mant s almogt tentamount foa joint
command, It sugpests that Jordan, cesplie
its fripndship with tha Linited Sindes, will be
wnahieor unwilling 1o resist gething invohed
it Syria starts a naw war with israel

Diglonse Costs Sirain Economy

This. is Israels malitary situatkan, and it is
froim this poaition that |srael musl pian he
dedense and wbilize her milad rasources

In considering Isrdel's regquesl bor RAms
assistance, ong musl bear inomind the
saphisticaled nalure of the wa 5 which
izrael musl purchaseic matoh the hrﬂl‘;-
1achnolegy aguipmant :|:|:|_'|.||ru-d by ot
iges, nitation and advances e lechndl gy
have increased costs live 10 180 Hiregs owvar
comparable levels a decade age. For
inatamce, it isestimated that the 25 F-15
Eagle fighter bombers that 1erael will 3gon
purchase will oost har 600 millkea, com-

fid 1o approdimatoly $100 milion dolkarg

or the same nuwmbsr o F-4 Phantoms

15 mLst ba barne inomind, thon, that white
|1sFERls ATaD ROWETS TS GAN CRE0ES Aming
rnlt a gogan Western and Edstofn uppliars,
|sracl con onky ook 10 1me Undied States 1or
ansistancea. it has no altermnaives. The §1.5
billian A miliaey credits roqussted in e
bara minimgm for Israal 10 mainiain its
defenses and Sabar anolher war

[eraels population of only Thres million
have eaene tha m Burden of e own
dedensa Thay anealrsady the highast-tazed
paaple in the warkd, with more 1ran &3
pergent of araverage week's salary going to
th st rimenl. AE 8 resull of this, lsrael's
poondmy & siraingd 10 1N lemit

Inevaluating tha 8740 milign ingcaonomic
supporiing assistance baing rr.-:lumllm LIeT
I=rael, it showld Bo noted thal Isreel was
nard hit by infiation n the ‘waka of tha Yom
Hippur War—a parcenl in 1874 and 20
parcent this yaar. Privale congumpbion has
decreasad by pwlr 5 parcent, bullding 1s
daw#n h'!' i p-H'GEII'll g invERlmant nos
droppesd 13 parcenl intha last two yars

4

Inikabind and the remoyal of subsidies haye
PEaily dJoubled the price of loodslulls ano
Fisgtl T [he Dardsli COnsumes,

Tra larasli QowErnmanl has baan forsed
E] |I'|'1|:|'|mﬂ1 a sarios o ausbanty Maagures
incluging devaluations and ngw laxesin
orger to manioin sconomic siebdlity. The
ksraeli pownd hns baen devalued 57 parcont
sinca Maosember 1974

Israpd has reformed its tand struciure. by
taxing formerly exempl iteme, such a%
Fringe benelils and ihe cost-pl-Gving allow-
Anca, aned uss lages armd duliss have Deen
et oo incrapsed Thug, thelseasd taxpay:
ef [aces avan a largar fax Bill in the coming
year than evar ba ;

Despile thase stringent measures, (sads
pUOnamis-activity has Siowed since tha Yom
Kippur War. In comparisgon with ilg 12
percant growlh rale in 1872 lerauls GHMP
acluilly dropped 8 parcant ia 1975 and may
drdp in 1976, The ausiarty program hag
pacrapsas laraal’s non-mifilary imporis by &
parcan, Bul larned shill BACES 8 COnbimiERE
obariaraton i ibs foredgn peserve position

Aid Reguest Bare Minimum

Tha 5740 miltken Administralion feoiiss]
in-economic supgarting aswasiance wilk no
balp Dgrael raise e standard of dng. 1Ewill
barrly covar b Coat ol Ehea il sk 15 glveng
g milliony, thea construction of 3 new
defenga ling (5150 million] and néw oil
slcrage factlities (550 millien). This is
BecaLss o Deonkdown of e STAD milboan
shows 5150 milltan in 380 Dudgelar
assastonce, E240 million in g Torm o
cradils, pfes 350 million in grants far &
:nmmad?w import progrem 1o purahase
L5, gaods

Alrhnugh moire thsan 90 pescent ol g1 W5
wirarid e mililary Asgistance sinog 18485
has been an iha form of granis. |srac] e
receved @y grant mildary asd wntil TETE
Israal, hiag. therafone, gone deeply indo Sebt
1o pay far her secuniby. [srasl’s fereign ool
wiill be £7-9 billsen in 1975, arnd $9.8 billkon in
18 E—owar 52 500 per capila, rmoss than (ke
timas that al iy othar nation. lsraei’'s
delenss expandilures already consume M
parcant of the couniry's P, companad
wiln & porcant in the United Slates,

It is also impdrlant 19 remeamiser That
Isranl ramasng AnenCa's Second-argest
traing parines in tha Middba Eagt, alter lran,
Izrsal plana 1o spend wall ovor Bhi amound
reguested by the Administralion in the
United Stalos 1his year,

Since & significant portion of 1he reguest
is pxpected 1o bein the form ol Ioans
|:l.ﬂ'||'l|J|E wrlh inleresl il 18 Roteworthy thsl
sraed, enlika many siher nationg, pays ds
gabts. In 1975 aloms, 1srasd will repay the
Linited Siabas £230 millian in intaresd and
principal for military credits sitme, &nd il s
also imporiant to remamber how wigaly
iarael uses sach collar

This Yo Higfur Wiar dicl it @ndd for 1srand
on Octobar 24, Y873 The atate o alert
continugsd b (his &ay. The war consumod
the equivalant of Israsl's entire 1973 GHEP R
just aighbeen daye Its cosls have created an
mimplinclmig ey B it b

o yaars. The lorpign a els bei
raguastad Wil anabla lsras ko condinus ko
wiod lowards peace. Thoer is na fat in hess
regeeats-—any reduciion will be cutling i
bane

During the past several months, thae
Admimisiration rad ingicaledthal sroel
would récolve a total of §2.3 billion N
agnomic-and militpry granta and [SETGES
The President's linal recommandatian,
mvaveyer, was S5 milleso leas than what had
been expecled. Deductad from tha 52,3
bl pm:lea: wias $15 million for P.L, 480
assistance, S5 million in housing guaran-

tnas, and 520 millkgn for the reseitiemant of
Souiet Jewish rafugees.

The problem heoa is that srasl may ool be
wligible bo réceive howsing guaranees if the
Houga varsion ol tha sconomic develop:
mend bill prevails. This sets a ceiling of 35
mdllicn Toe &ny country and reslncks guas-
antess 1o only Ihosecounirieswhich
racanve scinomic devalopment assislance.

in addition, fa Administration has yel fo
aubmit an amended budget raguest far the
L2300 millsan Sossat refugae assistance p’d—
gram author@ed by Congress eardier this

i the State Department authonzation

|, Maoreower, of the £20 millian, 54 milliom

ol this amoaunl s e dastined for relugess
mosetlling n lssasd

While Lhess progiams wers deducted
from ine overall Administration request for
Igraal, the progrivms for . Jardan and
Syriain the Ieglsiation b murnu arein
aooilian o e substantisd P.L. 4B0 assisk-
ance which will ba gllocsted in lecal yaar
1976, Egypl s estimated o necadva $200
millian, and Syria, which racelved 526 5
million last year, and Jordan, which re-
ceivad 38 6 million. are ikely to regaiva
aquivaiant or gher amountsins year. Thia
is ciriganty ot evenhanded freatment —and
we would hopa Ine gammities would
consider thid situskion

We hops (hat as in recent years, tha
commitles would samark all programs in
e Bill far Ssrasl, ihereby making certain
the Funds proposed by the Administration
#ill actually be aHocated o lsraal, First, 1o
garmark tha £1.5 billion in military sales
crediis and tho forghmonass o ome-hail of
thal amount on e mandatory basis. Second,
b nrmmark fhe SUppoding ascistance pro-

ram and ihird, & mandatory datarmination
mat militkry eredits shall be obligated
without rogard to tha mitations conlained
in secion al the Foraign Milfary Saled
nct redating fo terms of payment,

An Investmant in Peace

Support of Israsl has -ﬂ{!ﬂﬂmphﬂlﬂd nan
improvament of tha LS. pasition in the
Middie East. Foliowing approval of {he
emergency 322 billion ad by Congrass, he
United Slates hns resamed F'P'ﬂm.llr—
ralalions with Egypt and Syria, and has
becoma the sole party trusied o mediale
thit Arab-lsraoli dispube,

Feraed iy rl'-.‘ﬂ.l-l'tﬂ:lﬂ a8 #m American Ifand
End ally, Faluea Lo gupport e Nh’ﬂ:ﬂ Bhe s
fodlowing Amarican advice and sarving LS
interasts will discouraga olhier nations from
raliance on el Uindlsd S1ales,

Wia fully ronlioo 1had during This lieme of
BoOnTIE uRcariEinty 0 our SN Sauniny,
taraign ald iz ganarally not popular. But
public opinion podks continue 1o damon-
strate understanding and suppor for 18-
raEfs nedds—will 1&raal raddaionsly ha
masl popular foreign ald regipient,

Ajd Tor laras ks an integral pariof LS.
hipdia Eaarpolicy. AsihoSecredary of Sae
tald this Committes last Thursday: “The
Epystone of our palicy in the Middle Eass
has always ras on e ability o dErael o
porsavers inits own defense” | demon-
sirales conbinwing & { for & relinbhe,
damptralic E.“:.'. and remnlorcas 1he common
onds Balween ihe Amaricanand lerasll
popked. Only & sirong 1srael can conyinca
ihi Arakr $i316s thal I'ﬂ'ﬂ':ltlﬂlﬂ-n. nat con=
frantation, is tha only maans of solving the
Arab-lsraal gonflhict. Onby thén canilba
haped it 157 a@l's naighboers will redssgnizs
thie midlual banefits whech may be atizinsad
[ram normalized mha_hm CouTsTRIngaian
and cooporation, Aid tolsrasd should ba
»eEn an aninvestmend i lerasl’s luturg, in
Amarica's lulure, &td most imgarmani—It g
an irvasbmant o peace.



DIEECTOR GENERAL
MIMISTHY. OF FIaMLE

Haobidiv¥n, Jerusalam

N SR9w hivao

ATATE OF J5RAEL

September 21, 1975,

1. The major economic problems confronting the State of Israel are the huge
dlrﬁl:h in the Baslanco of paynents end the high rate of inflation. both,
arg results of the vory heavy burden of defonce eupenditure.

2, A small country with 5.5 ndllion people has to maintain en avey with ths

most madern end expensive equipment. One third of our G.N.P. I.l-l'lll'llt on

THE ECONOMY OF ISRADL AND U.S. ASSISTANCE

bhan bYRrainn
WINPT
LT L ELIE T F R

defence - compared with €3 in the U.5., 3-41 in wost Puvopesn countries.

If the 1.5, had to spond such a ratlo of its G.N.P,, its defonce budget
should have been close to 500 billdon § 1.s. more than the total Pederal [:3

Budget.

3. Thus, the major goals of cur econoalc policy are still the seme as they

wore last year:

A,

B,

Curbing inflation;

Reduging the deflcit in the halance of payments, i.s. restraining

lmports end encoureging exporta.

4. Wo hove tried to achiove these goals, by frequeat snd severs policy

Il:-l-lurll during the last 12 conths -

A,

Increasing the burden of indirect taxation and reducing subsidies
thus absorbing excess demand and reducing private consumption;

Restraining budgetary expenditure by successive budger cuts: il
Preezing construction starts and blg projects even in the midst of '::
tholr construction; =

Festrained incomo policy - directed at :Iacru:nln,l Teal wages sad | ;-

SR L




E. Several devalustions of the Istael pound simed at bridging
the gap between the rate of inflation in Israsl and that in
its major trading countries.

Progress hes been achieved in @SOSt areas dus to those measures.

Thus, we know that the sajor burden has to be carrisd by the eitizsns
of Isrmel. The need to be strong in order to continus the prncill
toward peace implies a reduction In our standard of living.

However, wo still connot bear on our shoulders the total deficit of
almost 4 billion dollers. We were able to cope with n deficit of

1 blllion dollars befors 1975. Sinee then the deficit has almost
quadrupled, due only to Increase in defence procurement needs and
higher prices of our esscntial importsa. -

ur needs for U.S. Assistance for Fiscal Year 1976 (July 1975-June
1976) are in the magnituds of 2.% billion § - all of it 1z needed to
cover our forelgn currency expsnditurs for defionce.

The first major problea is ths need to finance during fiscal year
1976 1.8 billion dollars of direct defense imports from the 1.5.
This amount is based on 1974 prices. This is part of the military
Frogram we presentod to former Preafdent Nixon durlng his visit to
Israel. A3 you know, prices have escalated since then.

I should mention that this emount does not include indirect defense
expenditures of Israel in foreign currency, as well as purchases
outside the U.5. (together sbout 900 million dul{lrsj a3 woll as debt
service to the U.5, - reaching more than 200 million dﬁillr:. during
the next year, being a result of dafense financing in provious years,
The defense burden is coupled by the probles of bridging the gap of
the remaining 1 billlon dollars in our needs, which remaing after

defense iuports Ffrom the U.8. will be financed.
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10.

The magnitude of needs atikéd in our forecasts is based on the

assumntion thaot the Government of Tsrael shall continue to lay a

heavy burden on its citizens -- fontinue the pressure to decreass

private consumption, impose additional taxes, continue to restrain

its budget and continue to mpply the "creeping” devalustion

pollcy. It assumes the continustion of the national economic y

trends described, as woll as a resumption of the rapid increase of

exports,

1 o confident that our government will adhers to this policy and

wa hope that your governmont will recognize our pressing needs.

Thus you will assist Isransl to keep its strength for survival as .
well as help us to carry the enormous burden p_h.:ud on our

sconomy .

Wa do not raquest ald in order to raise the standard of living, nor
even to maintain it.

Wo know that the smounts required sre not small even in U.S.
budgetary scale. We also know that helping Tsrael to maintain its '
strength on the road to peece is a goed Investment not only for the

sgko of Isrnel, but also as a possible solution to one of tha most

eritical problems on the way to a more peaceful world. '.'




