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NEMORANDUM FOR:  THE PRESI D NT

RO JAMES ‘;) LYNI and HERRY A. KISSINGER

SUBJECT:  Budget Appeal on Fere'ign Aid

he State De vartuﬁnt is aanuaiirg your decisicns on: (1) the Middle
East; (21 FiS credits to Latin Arerica; .and (3) military assistance

to the Philippines. G;o racormﬂnds that you roconfirm your earlier
decisions. : ;

 (Program in § mitlions)

1977

. Original QnB _ Presidential ~ State
L 1375 Request  Recon. pecisien Appeal
Isragl 2,240 2,280 700 1,600 2,009
TEE) . (T,500)  (T,500) (400) {T,000) (T,350)
(Economic) N ( 740) ( 740) (300) { 603) ( 650)
Jordan 253, 253 180 2100 - 250
(FAP) (T100)  (T00) . (D) (T 75) {75
(FS) o 73) (75 ( 80) (  70) ( 100)
(Economic) ( 78) ( 78) ( 50) { 65) { 75)
CEgyot 750 ' 750 400 550 650
"“?f'cwon c) |
Syeia . .80 8% 60 70 75
,ECGnOPTC) . T o |
Total & 3,333 3,333 1,340 2,430 2,975

Q/f Excludes P.L. 480"

The basic issus concerns the level of assistance to Israel. We undey-
stand tiat your nrimary concern s to aveid creating the exp&ctation'
of continuad aid at the very high 1976 Tavels, while at the same fime
avoiding the appearance of a punitive reduction in aid levels to Israel.
Tha assistance lavals %o the other countries are largely based on the
perceived balance with Israeli aid. DECLASSIFIED
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The $7C0 million reduction in tmta aid to Israel from the
1976 level of $2.3 biilion would be interpreted by the Israelis
as punitive. :

It would also be viawed by Israal as further evidence of lack
of U.S. suonort at a time when we are not supporting them on
other issues (e.g., PLO participation in UN debates).

The State appeal progrzm of $2.0 bitlion, a 5400 mitlion
increase over your eariier d@ctszor, is Juif“d to be the minimum
necessary to substantially ease these Isre2li concerns and ‘
continue the flow of military equipment perceived as essential
by the Israailis. -

The State proposed increase in aid to the Arab countries is
primarily required to balance tha increase for Israel.

The $1.35 billion in military financing i3 needed to assure
financing for military inports at the full MATVON level in
both 1976 and 1577. .

inta e Your Infid d‘ pecision

The $1.6 bi1licen Tavel should provide adequat2 psychological
assurance of U.S. support in view of the high Tevel of military
imports, without ewcouragIna Israeli intransigen ce.

The $1‘6 bitlion aid level for Israel'meeus essential aconomic
import needs and provides for high levels of wilitary imooris

(Full MATMON in 1978 and 1/3 MATHON in 1977), whersas tha $2.0
billion level would more than cover full MATMOM in both years.

Military 1mports even approaching the MATHON B levels for
1976~1980 will be highly destablizing and are Tikely to force
an escalation of the Arab military buildup. (The draft NSSM 23]
study indicates that the MATEON B Tevel of Israeli military
purchases should be rejected and the lavel held to the minimum

eeded for essentially political purposss since Israel's defense
capabilitias are fully adequate through 1980 without any new
orders from the U.S.)

Increasas in ald to tha other couniries ars 3rogrammat1ca]1y
unjustified and would merely increase excessive Syrian Toreion
exchange reserves and add to the large pipeline in the qupt7an
aid program and further encourace the Egyptian refusal to follow
IMF and U.S. Government recommendations for essential econemic
raform.
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‘= Finally, thﬂ State avﬂea7 would raise the "base" from which
‘ future aid Tavals will be calculated and would increase 1977
| cutlays by about %200 wmillion.
(2) ?Latin America FMS Credit Levels
L {Program in § millions)
1977
Original oMb Presidential = State
1976 Reguest Recon, Decision  ~ Appeal
FMS Cradits 180 235 180 - 185 238

State recommends reconsideration of your decision to request $185
miliicn in 1977. Principal increases within the 3238 millicn regional
program would be in Brazil (up from $60 million in 1976 to $90 million),
Argentina {up from $34 million in 1976 to 350 million), and Chile (up
from nothing in 13;9 to 320 m1]110n) These and soma smaller 1nrreases
for Bolivia a%a Colombia would be part 311/ offseat oy dropang
Venezuala, Mexi ico, and th* Bahamas.

Arauments for the State Anpeal

oYL o

ease for Brazil is necessary te~prasgrva our pesition
i fiary source of mititary aqu:pﬂﬁﬂt for Brazil's forces..
-- The Argentine program must be increased to accommodate
rgentina’s forcee modernization plans and maintain our overall
relations with a country whave the military is taking
incraasing responsibi11ty for government. .

~-- The $6 miiiion increase fo“ Bolivia is needed to offset the
phaseout of grant MAP.

Arguments for Your Earlier Decision

~-  The $185 million already provides a small increase over the
1976 requast, and is substantially above the $134 miliion the
region was able to utilize in 1975. \ | -

-~ The $185 million level 13 adequate to cover desired increases
for Bolivia and Colombia, allow up to 520 wmillion for Chile,
and permit fynding Brazil and Argentina at the 1975-76 Tevels.

- ,<°cretﬁry Simon onposas increases for Argentina as a poor
redit risk. o

- Congrass is 11ke]y’to delete fu,dé for Chile for_humah‘rﬁghts

reasons and may question a 507 increase for Drazil on similar
grounds. '
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(3) Philippines
; (Program in § millions)
| 1977
; Original  OMB Presidential State
! 1976 Re nuest Racoal, Decision Appeal
~ Grant MAP 19.6 20 . 18 15 - 20
~FMS Cr d1t5 , 17.4 20 ' 25 25 20
37.0 0 . 40 40 40

Arcumants for the State Appeal

-~ la are about to enter nagotiations with the Philippines on
- the status of cur military bases and on the entire range of

our bitataral econowic relations. A réductiocn in our MAP

Tevel would probably toughen Philippine positions on both
these issues. S '

- ‘Iﬁ is Ambassadar Sullivn‘ juds. at that if our MAP Ievél fatls
much balew 320 mitlion, the Ph i?xapineg will d@mand rent for '

‘ vw\ t FaL R o s R Nt ol o
Ceontinued JSC of thaoibases.

-- You already approved a MAP level of 519,6 mi]Tion for Indenesia
in FY 1977, 2 should not have a lower MAP figure for the
Philippines, which permits us to have bases on its soil, than
- for Indonesia. The Philippines 1s highly sensitive to such
- comparisons. | ' ‘ o

Arguments for Ysur Earlier Decision

~- Tha MAP phassedown for the Philippines 1s part of a gradual
worldwide substitution of FMS credits for grant MAP.,

~= The Phi}ipuine; Way request large increases in aid as part of
-tha base neCuLTQL?Gﬂg, and the going~in ncs?twon should not be
increased. ausve tha minimum nacessavj‘ .

Dacisions

1. Israel ‘.

= Accept State appeal (52 billion)

= Raconfirm original dacision.($1;6 b%ilfan)
(0MB r;cawv&ndaLion) ‘ o
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2. Jordan ‘
- Accept State appeal (zzﬁﬂ,mil?ion) . |
* Reconfirm original decision (5210 miiHon) | -
(OMB re comrendaLTOw) | o 4
3. qugt |
- Accept S ate appeal (5650 mittion) "'4 B
- \econfsrm origxnul d”c7510n (5550 millibn) |
(BB recommendation) ‘ R . .
4. Sgria;- | | “’ '“ - | |
;;2;‘ | ';j Rccept S tate apﬁeal ($7o m1?3101) | f;rii7i;?7= L '7“
P . R
-0 - Pe conf%rm ar1glra? debzs10n (%?0 P11110ﬂ) Celenl
e {oKB recon ranuatwn} VN
= 5. Lati’r‘. ﬁ:é"ri»ca ¥ o |
=y Accent State appeal ($238 mi?lsoﬁ) N
-5 Co ) ———
59 - Reconfﬁrm original dec1sson (@isa million)~ﬁ, o
' o (ovB recoww&ndaxioﬂ) - oy S e
6. Philiopines - a g
- ‘ACCﬁoﬁ St aye apoea} ($2Gimi11%0n‘MAP,;$EO’éﬁ1Tibn,_
- -Rehonf1rm original decision (ﬁzs mi?llon MAP ¢25

- m1}1ion F%S) (D B rbcowwendau1en) A L
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