
- f~i\Q9:- rL) 

FOREIGN ASSISTANCE LEGISLATION
 
FOR FISCAL YEARS 1984-85
 

(Part 3)
 

HEARINGS AND MARKUP
 
BEFORE THE 

SUBCOMMITTEE ON
 
EUROPE AND TUE MIDDLE EAST
 

OF THE 

COMMITTEE ON FOREIGN AFFAIRS
 
HOUSE OF REPRESENTATIVES
 

NINETY-EIGHTH CONGRESS
 

FIRST SESSION
 

Economic and Military Aid Programs in
 
Europe and the Middle East
 

FEBRUARY 28; MARCH 3. 3, 10, 14, 16 AND APRIL 12, 1983 

Printed for the use of the Committee on Foreign Affairs 



FOREIGN ASSISTANCE LEGISLATION
 
FOR FISCAL YEARS 1984-85
 

(Part 3)
 

HEARINGS AND MARKUP 
BEFORE THE 

SUBC10MMITTEE ON 
EUROPE AND THE MIDDLE EAST 

OF THE 

COMMITTEE OT FOREIGN AFFAIRS 
HOUSE OF REPRESENTATIVES GO.> 

NINETY-EIGHTH CONGRESS 

FIRST SESSION 

Economic and Military Aid Programs in 

Europe and the Middle East 

FEBRUARY 28; MARCH 3, 9, 10, 14, 16 AND APRIL 12, 1983, 

Printed for the use of the Committee on Foreign Affairs 

U.S. GOVERNMENT PRINTING OFFICE 
IS-5510 
 WASHINGTON : 1983 

I 



COMMI"rEE ON FOREIGN AFFAIRS 

CLEMENT J. ZABLOCKI, Wisconsin, Chairman 
WILLIAM S. BROOMFIELD, Michigan

DANTE B. FASCELL, Florida 
LARRY WINN, JR., KansasLEE H. HAMILTON, Indiana 

GUS YATRON, Pennsylvania BENJAMIN A. GILMAN, New York 

STEPHEN J. SOLARZ, New York ROBERT J. LAGOMARSINO, California 
JOEL PRITCHARD, WashingtonDON BONKER, Warhington 

GERRY E. STUDDS, Massachusetts JIM LEACH, Iowa 
TOBY ROTH, WisconsinANDY IRELAND, Florida 

DAN MICA, Florida OLYMPIA J. SNOWE, Maine 
HENRY J. HYDE, IllinoisMICHAEL D. BARNES, Maryland 
GERALD B. H. SOLOMON, New York

HOWARD WOLPE, Michigan 
DOUGLAS K. BEREUTER, Nebraska

GEO. W. CROCKETT, ,JR., Michigan 
SAM GEJDENSON, Connecticut MARK D. S!ILJANDER, Michigan 

MERVYN M. DYMALLY, California ED ZSCHAU, California 

TOM LANTOS, California 
PETER H. KOSTMAYER, Pennsylvania 
ROBERT G. TORRICELLI, New Jersey 
LAWRENCE J. SMITH, Florida 
HOWARD L. BERMAN, California 
HARRY M. REID, Nevada 
MEL LEVINE, California 
EDWARD F. FEIGHAN, Ohio 
TED WEISS, New York 
ROBERT GARCIA, New York 

JOHN J. BRADY, Jr., Chief of Staff 

ROXANNE PERUGINO, Staff Assitant 

SUBCOMMIrrEE ON EUROPE AND THE MIDDLE EAST 

LEE H. HAMILTON, Indiana, Chairman 
LARRY WINN, JR., Kansi'iTOM LANTOS, California 
MARK D. SILJANDER, Micl. gan

ANDY IRELAND, Florida 
ED ZSCHAU, CaliforniaMERVYN M. DYMALLY, California 


ROBERT G. TORRICELLI, New Jersey
 
LAWRENCE J. SMITII, Florida
 
MEL LEVINE, California 

DusEN, Staff Director 
FORTIER, Minority Staff Consultant 

MICHAEL I1. VAN 
ALISON BRENNER 

KENNEThi B. Mo.s, Subcommittee Staff Consultant 
JOHN E. HARE, Subcommittee Staff Consultant 

111|
 

( / 

//
 



CONTENTS 

Recommendations of the Subcommittee on Europe and the Middle East ............ 

Page

ix 

WITNESSES 

ISRAEL 

Monday, February 28, 1983:
Hon. Nicholas A. Veliotes, Assistant Secretary, Bureau of Near Eastern
and South Asian Affairs, Department of State ..............................................
Col. Homer D. McKalip, Chief, Near East/South Asia Division, Oper-
2 

ations Directorate, Defense Security Assistance Agency, Department ofDefense...............................................
Russell Misheloff, Director, European Affairs and Special Programs,Bureau of Near East, Agency for International Development .................... 7 

EGYPTr 
Thursday, March 3, 1983:Hon. W. Antoinette Ford, Assistant Administrator, Bureau for Near East,Agency for International Development ...................... ............. 50Maj. Gen. Richard V. Secord, Deputy Assistant Secretary for Near Eastand South Asian Affairs, Department of Defense ..................... 56Hon. Nicholas A. Veliotes, Assistant Secretary, Bureau of Near Easternand South A-sian Affairs, Department of State ............................................. 64 

LEBANON 

Wednesday, March 9. 1983:lion. Nicholas A. Veliotes, Assistant Secretary, Bureau of' Near Easternand South Asian Affairs, Department of State ........................................... 96Hon. W. Antoinette Ford, Assistant Administrator, Bureau for Near East,Agency for International Development ........................ 
 ............................
Gen. 99Philip C. Gast, Director, Defense Security Assistance Agency, Departm en t of State ................................................................................................. 

10 3 

JORDAN, YEMEN, OMAN, AND AMERICAN Sc|iioois AND HOSPITALS AwROAD 
Thursday, March 10, 198::James A. Placke, Deputy Assistant Secretary, Bureau of Near Easternand South Asian Affairs, Department of State .........................................
Col. Homer D. McKal ip, 148Chief, Near East/South Asia Division, Operations Directorate, Defense Security Assistance Agency, Department ofDe fe n se ..................................................................................................

Charles W. ,Johnson, Director, ............1 I1
Office of Development Planning, Bureaufor Near East, Agency for International Development .................................
David A. Santos, Director, Office of' American Schools and 
166 

HospitalsAbroad, Bureau for Food for Peace and Voluntary Assistance, Agencyfor International Developm ent ......................................................................... 

Monday, March 14, 1983: 180 

Najeeb E. Halaby, chairman of the board, American University of Beirut.Malcolm H. Kerr, president, American 207University of Beirut .......................... 208
 

Includes fiscal year 1983 supplemental foreign assistance. 

(1ll)
 



IV 

Monday, March 14, 1982-Continued Page
Bernice Tannenbaum, former national president of Hadassah, and chair-

215 
man, Hadassah M edical Organiuation .............................................................. 

Thomas A. Dine, executive director, American Israel Public Affairs Com
22 1
 ............................................ 
m ittee......................................................................... 


Robert A. Basil, chairman, American Lebanese League ................ 250
 

David J. Sadd, executive 
director, National Association of Arab Ameri
2 67 

ca ns ......................................................................................................................... 
Frances E. Neely, legislative secretary, Friends Commi.tee on National 

28 1 
Legislation ............................................................................................................
289 

James J.Zogby, director, American-Arab Anti-Discrimination Committee. 

Jawad George, executive director, Palestine Congress of North America ....27
 
American Israel Public


Douglas A. Bloomfield, legislative director, Af
321 

fairs Committee ............................................ 
322.........................

Peter S. Kouchalakos, national president, Order of AHEPA 

327 
Paul B . H enze, private w itness .............................................................................. 


Hellenic Institute, Public
Eugene T. Rossides, special counsel, American 

33
Affairs Com m ittee, Inc ...................................................................................... 

PORTUGALGREECE, TURKEY, CYPaus, SPAIN, AND 

Wednesday, March 16, 1983: 
Hon. Richard R. Burt, Assistant Secretary, Bureau of European Affairs, 

354

Departm ent of State ........................................................................................... 


N. Perle, Assistant Secretary for International Security
Hon. Richard 

Policy, Departm ent of Defense 362 .......................................................................... 

Affairs and Special Programs,Russell Misheloff, Director, European 

385
Bureau for Near East, Agency for International Development .................. 


Tuesday, April 12, 1982 (subcommittee markup): 
Bureau of Near Eastern

Robert Pelletreau, Deputy Assistant Secretary, 
400

and South Asian Affairs, Department of State .............................................. 


FOR THE RECORDMATERIAL SUBMITTED 

"ear 1984 budget outlay figures for Israel (submitted by the Depart-
Fiscal ....'"
 ........... 


men t o f State ) ...................................................................................... 

Cost to Israel of shipping grain in U.S. bottoms (submitted by the Agency for 

10 
ve Ilopm ent) .......................................................................................
International D 11 

Value of Soviet resupply of Syria (submitted by the Department of State) ......... 

11 

Soviet military deliveries to Libya (submitted by the Department of State) ....... 

21purchases (submitted by the Department of State)..............
Cost to Israel for oil 

Department of
Cost to Israel of relocating military bases (submitted by the 

........ ........ . . ..... 22
 
Sta te)............................................................................................... 


on Israel's security (submitted by the
Impact of other Mideast arms sales 

... 23.................

Departm ent of State) ...................................................................... 

from Saudi Arabia (submitted by the Department of
Transfer of AWACS 24 

State)................................................................................................ 

their impact on a possible American

Range of SAM-5 missiles in Syria and 
airlift for Israel (submitted by the Department of State) .................. 25 

Value of economic aid provided to Israel (submitted by the Agency for Inter-
40 

national Developm ent ................................................................................................ 
Israel's debt service (submitted by the Department of State) ................ 41
 

Per capita aid figure for Israel (submitted by the Department of State)..............
44
 

Israel's foreign debt (submitted by the Agency for International Development) 
 45 
Lebanon (submitted

Value of PLO military equipment captured by Israel in 
46

by the Departm ent of D efense ................................................................................. 
to West Bank settlers (submitted by the

Financial incentives offered by Israel 47.............................
Department of State) ................. 

by AID Mission Director, Cairo; AID

List of projects designated "Turkeys" 
action on the projects, and their status (submitted by tie Agency for 

International Development) ..................................... 54................................................ 

the Agency for Inter-

American project management in Egypt (submitted by 
62 

national Devclopm ent) ................................................................................................72 
Soviet technicians in Egypt (submitted by the Dep:.rtment of State) ................... 


Egyptian participation in "Brightstar" 1983 (submitted by the Department of 
..
 ....


Defense).......................................................................................................... 




V 
Defense Security Assistance Agency's auditing force (submitted by the De- Pagepartmen t of Defense and Department of State) ...............................74Chart depicting increase in military spending by Israel and Egypt (submitted 74
by the Departm ent of Defense) .................................................................................
Increased oil revenues 75for Egypt (submitted by the Department of State) ..........
IMF/Egyptian relations (submitted by the Agency 76

for International Development .............................
Impact of oil price drop ..........................
on Egyptian domestic economy (submitted by the 82
Departm ent of State)..... .. .........................................................................
Egyptian military sales to other countries (submitted by the Department of 

87 
Defe nse) ..............................................................................................................Status of EATSCO inquiry (submitted by the Department of State ...., 

91Egyptian .....................
water and sewerage program (submitted by the Agency for International Development)........................................ 

....
Chart depicting expenditure and obligation figures of the Lebanon fiscal year 

93
1982 supplemental (submitted by the Agency for International Developme nt)...................................................................................... 


. .................
 14................
Military program for Lebanon (submitted by the Department of )efenseJ .........
Humanitarian 10relief and rehabilitation and reconstruction in Lebanon (sub- 10)
mitted by the Agency for International Development) .......................................
Other donors/organizations 107providing assistance to Lebanon (submitted bythe Agency for International Developm ent) ..........................................................
Other donor reconstruction 11:3aid for Lebanon (submitted byInternational Deve op the Agency forent ....................................... 
..................................
Reconstruction costs for Lebanon (submitted by the I)epartment of State) .........
Extradition treaties 136
 
119 

with countries in the Middle East (submitted by theDepartment of State) .......... 
 ............
UNRWA .....................
 138tent program in south Lebanon (submitted by the Agency for International Developm ent) .................................................
Customs revenues (subm itted by the Departm ent of State) ................................
14.Revenue initiative (submitted by the Department of State).............
Jordan-Baghdad ..............
confer nce assistance (submitted by the Agency for Interna-
147
 

tiona l Develop m en t) .............
.....................................
............................................
American University of' 16 7Beirut funding (submitted by the Agency for Internation a l Develop m en t)..................................................................................................
Syria-aid expenditures in fiscal 183year 1982 'submitted by the Agency forInternational Developm ent) ....................
.......................
Syria-AID ...................................
program pipeline (submitted by the Agency for 
... 189

InternationalDevelopment) .................................................. 
Military construction and personnel 190in Oman (submitted Lv the Departmentof Defense ) ..........
. ...................................................................................
List of U.S. and international assistance ...............
193
to Yemen following the earthquake(submitted by the Department of State) ............... 196
...............
Other sources of security assistance to Greece (submitted by the Departmentof Defense) ...............
.. ............ 
 . ................ .......
372
Political prisoners in Turkey (submitted by the Department of State) .................
Turkish military modernization 382program (submitted by the Department ofDefense).........................
..........
Fiscal year 1984 budget outlay figures for Greece, Turkey, Cyprus, Spain, andPortugal (submitted by the Department of Defense...y, .ypru. 
 388 

APPENIDIXES
1. Prepared statement submitted by Hon. W. Antoinette Ford, AssistantAdministrator, Bureau for Near East, Agency for International Development ..............................................

2 Report on •..De..r.....................2
the Israeli economy and debt repayment prospects, submittedby U.S. Agency for International Development ................................................
3. Report on 4 5the Egyptian economy and debt repayment prospects, submitted by U.S. Agency for International Development ..................... 179
4. Report on the Turkish economy and debt repayment prospec-ts, submittedby U.S. Agency for International I)evelopment ........................
5.Supplemental questions submitted 503by the Subcommittee cn Europe and
the Middle East to the Department of State and Agency for International
Developm ent and responses thereto (Israel) .......................................................
6. Supplemental questions submitted by the Subcommitteethe Middle East on Europe andto the Agency for International Development,Departments of State and Defense and responses thereto 

and the 
Egypt.......... 
 .549 



Departmens of State and Defense and responses thereto (Lebanon).........583
 
submitted bynthe Subcommittee on Europe and

8. Supplemental questions 
the Agency for International Development and the 

the Middle East to 
and responses thereto (Jordan, Yemen,


Department of State and Defense 	 594 
O man and ASHA) ....................................................................................................... 
o9. Supplemental questions submitted by the Subcommittee n Europe and 

Cyprus, Spain and Portugal) ..................................................................... 

10. Letter to President Reagan from 130 retired generals and admirals 

cerning strategic coperation between the United States and Israel.......... 632
 

Hon.M. Peter McPherson, Administrator, Agency for Inter
11. 	 Letter from 

national Development to the Hon. Lee H. Hamnilton stating the administra

on the proposed amendment regarding the implementation of
 
tion position 	 636 ..................................
economic assistance programs in Egypt .......... 


article entitled "Arms Sales to Egypt

12. October 1, IS,2 Wall Street Journa 	 638 

Yielded Huge Profits for Obscure Firm"................................................................ 

W. Antoinette Force, Assistant 

Bureau for Near East, Agency for International Development, to the Hon. 

Lee H. Hamilton concerning the Egyptian aid pipeline ....................................... 


14. Statement submitted for the recordby Dr. Joyce R. Starr, overseas repre

sentative in the Middle East, Center for Strategic and International Stud

ies, Georgetow n U niversity ...................................................................................... 

15. Statement submitted for the record by lion. Nick Joe Rahall, a Represent-

657 
tive in Congress from the State of West Virginia................................................. 


16. Letter from Richard F. Pederson, president, the American University in 

Cairo to the lion. Lee H. Hamilton, concerning increased authorization for
 

the American Schools and Hospitals Abroad program .........................................
661 
foreign service officer (ret.) to Hon. Lee H.
 

17. Letter from Leon Picon, U.S. 	 662 
Hamilton, in support of increased foreign assistance for Turkey .........-........ 


VI 

submitted by the Subcommitte3 on Europe and
7. Supplemental questions 	 and the Page

the Middle East to the Agency for International Development 


the Middle East to the Agency for International Development and the
 

Departments of State and Defense and responses thereto (Greece, Turkey, 
608
........... 


con-

Administrator,
13. Letter from the Hon. 

644 

646 

18. Statement submitted for the record by George R. Packard, dean, School of 
664
 

Advanced International Studies, The Johns HopkinF University .................. 


Statement of M. Peter McPherson, Administrator, U.S. Agency for Inter
19. 	 667
 

national Development, and Attachments on AID-funded contracts in Syria.... 

Hon. 

W 
688
 

. A ntoinette Ford ..........................................................................................
688
 

David J . Sadd ..................................................................................................... 


E ugene T. Rossides ........................................................................................... 

Rich a rd R. Bu rt................................................................................................. 
697 
Pau l B . H enze....................................................................................................
696 
P 

696 
eter S. Kouchalakos .......................................................................................
696 

Jam es J. Zogby .................................................................................................. 

Frances E . Neely .............................................................................................. 
695 

694
 
Jawad F . George ...............................................................................................
695 

.................................................................................... 

Robe rt A. Basil .................................................................................................. 
693
Douglas M. Bloom field 

694
 

Thomas A . Dine ................................................................................................
693
 
Bern ice Tannenbaum ......................................................................................
693
 

N 
M 

ajeeb E . H alaby ..............................................................................................
691
 
alcolm H . Kerr..............................................................................................
691
 

David R. Saatos, J r...........................................................................................
691
 
C harles W. Joh nson ........................................................................................
691
 

Maj. Gen. 
 689
 

James A. Placke ................................................................................................ 

690
Lt. Gen Philip C. G ast .................................................................................... 

690
 

20. Biographies of witn
N icholas A. V eliotes ............................................................................... 
687
esses: 

687
 
Col. H omer D. M cKalip .................................................................................. 

R ussell M isheloff .............................................................................................. 


687
 

Richard V . Secord .......................................................................... 


697 
R icha rd N . Perle ...............................................................................................
688
 
Robert H . Pelletreau ........................................................................................
699
 

2 1. Pertinen t maps .......................................................................................................... 




HEARINGS ON FOREIGN ASSISTANCE LEGISLATION FOR FISCAL
 
YEARS 1984-85
 

Part 1-Full Committee 

Presidential request 
Public witnesses 

Part 2-Subcommittee on International Security and Scientific 
Affairs 

Overview ofsecurity supportingassistance programs
Part 3-Subcommittee on Europe and the Middle East 

Economic and military aid programs in Europe and the Middle East
Part 4-Subcommittee on luman Rights and International Orga

nizations 
U.S. voluntary contributions to international organizations 

Part 5-Subcommittee on Asian and Pacific Affairs 
Economic antd security assistance .n Asia and the Pacific 

Part 6-Subcommittee on International Economic Policy and 
Trade 

Bureau for Private Enterprise
 
Trade and development iro/rams

Environment and notural resources programs 

Part 7-Subcommittee on Western Hemisphere Affairs 
Latin America and the Caribbean
 
Special CentralAmerica aid request
 

Part 8-Subcommittee on Africa 
Economic and security assistance programs in Africa 

Part 9-Full Committee Markup 

(VIII 



RECOMMENDATIONS OF THE SUBCOMMITTEE ON EUROPE 

AND THE MIDDLE EAST 
GENERAL RECOMMENDATIONS 

1. If the Committee on Foreign Affairs reports 2a -yer authorization bill for fiscal year 1984 and fiscal year 1985, the E,bcommittee on Europe and the Middle East recommends that all economicand military assistance programs be straightlinedfigures for the second year. At the 
from the 1984 

recognizes same time, the subcommitteethat there will likely be a supplemental request for thesecond year, if it seeks a 2-year bill, and that any essential adjustments can be made at that time.2. The subcommittee recommends that the committee concentrate on full funding of the important requests for fiscal year 1984and that the fiscal year 1983 supplemental requests, other than theLebanon request, be given a lower priority. While the general fiscalyear 1983 supplemental contains important money for programs inthe countries under the subcommittee's jurisdiction,not which werewell funded under the fiscal year 1983 Continuing ResolutionAuthority, the fiscal year 1984 programs provides adequate fundingfor these cases provided full funding is obtained.3. The subcommittee recommends that the economic reportsquired for count. ies with whom rethe Unitedprograms be required by January 
States has extensive

1984 and January 1985, forIsrael, Egypt, Turkey, and Lebanon (subcommittee amendment No.1). The subcommittee would hope that the next reports would include comprehensive data on Egypt's external debt and its payments on the economic and military programs which have been initiated.4. The subcommittee recommends that the economic and securityassistance programs for Egypt and Israel be earmarked in the legislation. The subcommittee also recommends extended repaymentterms for loan guarantees for fiscal year 1984 and fiscal year 1985
for Israel, Egypt, Turkey, and 
 Greece (subcommittee amendment
No.5. 2).Over 50 percent of the fiscal year 1984 security assistance request worldwide is intended for programs in the Middle East. Thehigh levels of military aid wellas as economic aid providedMiddle Eastern nations to 

for are meet the economic andneeds of friendly countries in that region. They 
security 

are also providedin the hope that they will promote peacesubcommittee also hopes that all of the 
in the Middle East. The 

parties will give furtherconsideration to President Reagan's September 1, 1982 peace initia
tive. 
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ISRAEL 
[inmillionsofdollars) 

750........................
500 550 

Fisal year- Subcommittee 
recommera 

1981 1982 1983tstimate 
1983 1984 request 

supplemental 
io 

Economicaid:ESF(grant) Total ............. 785 785 785 ........................ 785 850 

Military aid: 
FMSfinancing: 

Loan guarantee ............................... 900 850 950 ........................ 1,150 
550 

850 
850 

Grant............................................... 


1,400 1,400 1,700 ........................ 1,700 1,700
 
...........................................
Total 

1. The subcommittee recommends that the fiscal year 1984 ESF 

program for Israel be increased from $785 million to $850 million 
at a 	level of $1.7 billion

and that the FMS program be maintained 
but that the forgiven portion be increased from the proposed level 

increases represent a $165
of $550 million to $850 million. These 
million increase over what was provided in fiscal year 1983. These 

increases in assistance for Israel are for the purpose of maintaining 

Israel's economic aril military strength. 
2. The 1983 AID report on the Israeli economy concludes that the 

economy is not performing as satisfactorily as it did during 1981, 

and that while the Government of Israel's stated highest economic 

to reduce the rate of inflation, inflation actu
priority for 1982 was figure
ally rose in 1982 to an estimated 130 percent from the 1981 

gap is increasing
of 101 percent. Moreover, the balance-of-payments 
and exports are slumping. The subcommittee recommends that in 

more concessionalof this economic situation somewhatthe light mix of
than 	those provided in fiscal 1983 by changing the 

and grants are warranted for helping Israel avoid anterms 

guarantees 

untenable debt repayment burden.
 

3. The subcommittee recommends that it be a continuing princi
to

ple of U.S. security assistance to Israel that it enable Israel 
in the Middle

maintain a qualitative edge in military technology 
ii light of increasing sales of sophisticated arms to other

East, 

countries in the region.
 

over 	the state of military rela
4. The subcommittee is concerned 

as evidenced by the ar
tions 	between the United States and Israel 

Isand 	near Beirut, Lebanon between 
guments over positions in 

U.S. 	contingent of the Multinational Peace
raeli 	forces and the 

a t,) Israel of F-16
keeping Force, over the delays on second sale 

agreement to share information relating to anaircraft, and over 
1982 	Israeli military operations in 

the lessons learned during the 
used 	 in that conflict. The subcom-

Lebanon regarding equipment 
mittee hopes that relations between the Department of Defense 

and the Israeli Defense Ministry will improve and a frank dialog 
proceed. It is in

between the two countries on military issues can 

the interests of both countries. 
a clause

5. All economic assistance agreements with Israel have 
are be used within the pre-19 6 7 

which specifies that the funds to 

borders of Israel. Thus, the subcommittee assumes that no U.S. eco
to help develop Israeli settlements

nomic assistance is being used 
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in the occupied territories. This should and does apply to cashtransfer agreements as well.6. One of the principal factors the subcommittee consideredraising the level of ESF assistance into Israel by $65 millionthe administration's aboverequest is Israel's increasing foreign debtburden. Whereas ESF assistance to Israel has remained constant at$785 million from 1978 until the present, Israel's debt service justto the U.S. Government has risen from $560 million to an estimated $1 billion in 1983. In 1984, Israel's debt serviceernment is expected to rise yet higher (to $1.15 

to the U.S. Gov
lion more billion, or $365 milthan the level of economic assistance requested by theadministration). In view of this debt situation the subcommittee believes that an increase of $65 million in ESF assistance is justifiedon economic grounds. 

MIDDLE EAST REGIONAL PROJECTS 
lin millhonsofdotlarsJ 

ri lyear--Subcommiee 

1981 1982 1983eslimale 1983supplemental 1984request recommenda.lioo 

DevelopmentCooperativeprojects ..................... . 2.5
activities ........................... 6 6.5 .. ............... 7 7
4.1 4.1 5developm 2.5 7Project ent............................. 7
3 1 1 ......................... 
 I ITotal ................... 
 6.9 11.1 12.5 2.5 15 15 

1. The subcommittee recommends the authorizationmillion requested for Middle East 
of the $15

regional programs which includes: $7 million for development projects for the West Bank andGaza; $7 million to finance cooperative scientific technical andother activities of mutual interest to Israel and its Arab neighbors;and $1 million for project development and support activities, primarily project design and evaluation services, related to the development of ESF country programs.2. The subcommittee strongly endorses the development and humanitarian assistance programs for the West Bank and Gaza whichare implemented by American voluntary agencies since they promote self-help development efforts and address humanitarian needsin such programs as exemplified by vocational and higher education, community development, land reclamation, improved waterstorage and agricultural cooperative marketing. Moreover, they areencouraging improved contacts and dialogs between the UnitedStates and Palestinians in the West Bank and Gaza and they arehelping to lay the foundations for long-term growth and stability inan important region of the world.3. The subcommittee is pleased that Israeli. military authoritieson the West Bank and Gaza have been morethe development projects of the American 
active in approving

private voluntary organizations. The subcommittee hopes that reason and moderation onall sides will prevail and that economic development can occur in astable environment.
4. The subcommittee feels that the Cooperative Activities are animportant long-term investment for peace, and hopes that, despite 



Xii 

tension in the Middle East, every effort will be made to continue 
and to find more projects which will ea

projects already started 
large the number of countries and the number of people involved. 

EGYPT 
ofdollars][Inmilllions 

Fiscalyear- Subcommittee 
3ecomme-da

3ntal 1984reuest o1982 1983estimatesup1981 

andfoodaidESF:
 
Commodity program
 

Economic 
import 300 300300 350 ........................
230(CIP)....................................... 450
450400 ........................
aid........................ 520 450
Developmental 

750 750
750 ........................
750 750
Total.................................
ESF 


Public Law490: 
275 250 ..........250 225
 ....
275
Title...................................... 17.4
I 
 24.6 .... . . ..... ... 17.428.9 31.9itle II.......................................... 


242.4274.6 ........................ 267.4 

TotalPublic Law480 .......... 303.9 306.9 


8........................
,017.4 992.4 
Total.............. 1,053.9 1,0569 1,024.6 


Military aid:
 
FMSFinancing:
 

700 900 ....................... 850 850
 
Loan guarantee ........... 550 
 450425 ............. 450
200 ...........................................
Grant...................... 
 2............ 2
2 ...........
 ......................
IMET .. 96 2 

1,302 1,3021,327 .....................
550.96 902Total.................................... 


1. The subcommittee endorses the requests for Egypt of $750 mil
billion in FMS

lion in Economic Support Fund money and of $1.3 

financing with $450 million of that amount forgiven because it sup

founda
ports the foundations of U.S. policy toward Egypt. Those 

tions include a shared strategic interest in the stability of the
 

Middle East and the surrounding region and the shared strategic
 

commitment to a peaceful solution of the Arab-Israeli conflict. This 
and acted upon by President Sadat, has

commitment, first made 

been reiterated by President Mubarak and remains a firm tenet of
 

Egypt's foreign policy.
 
over the continued slug

2. The subcommittee remains concerned 
and over the

gish performance of the U.S. economic aid program 
fact that, despite some recent improvements, the economic aid 

pipeline for Egypt continues to grow and may not peak at its cur

rent level of $2.6 billion. The subcommittee supports recent efforts 
and to direct funds to sectors less sub

to streamline the program a
ject to government subsidies and distorted economic policies. As 

management tool for AID to try to improve the performance of this 
allowing for

huge program, the subcommittee has an amendment 
and hopes that

increased flexibility in administering the program 
can be worked out with the relevant committees of Con

orocedures budget authorityso that such action does not result in newgress 
for the amounts so involved. 

3. The subcommittee believes that the huge and growing subsi

dies in Egypt and the serious economic dislocations they cause do 
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not give hope for future development and they impair the effectiveness of U.S. economic assistance to Egypt. If efforts by the UnitedStates to improve the performance of its economic assistance program for Egypt are to succeed, they must be complemented byEgyptian policies to carry out economic reforms to insure the basisfor further growth and development. Some important step, havebeen taken by the Egyptians, but further progress is essential forsustained growth and for improved economic performance.4. The subcommittee recommends that the Public Law 480 Title Iprogram for Egypt for fiscal year 1984 be reduced from $250 million to $225 million but defers a decision on fiscal year 1985 until alater time. In part because of congressional views, the Title I prograin for Egypt was reduced from

$250 $275 million in fiscal year 1982to million in fiscal year 1983. That process should continue.The Congress has previously demonstrated its intent that PublicLaw 480 for Egypt be reduced both in actual levels and as percentage of Public Law 480 a
Title I worldwide. An amendmentachieving this dual objective passed the House in 1981.receded The Houseto the Senate in conference, accepting report language assubstitute only aafter the conferees received assurances fromState Department thethat the future Title I level for Egypt would bereduced.

The State Department itself has indicated that Public Law 480 toEgypt should be reduced. Its letter to House-Senate conferees in1981 stated "we recognize that it is not in Egypt's best interests inits effort to achieve greater food self-sufficiency for us to continuehigh levels of food aid for the indefinite future," and that "the administration will continue its efforts both to reduce Egypt's dependence on Public Law 480 and decrease its percentage of the pro
gram."

The subcommittee regrets that in making its request for fiscalyear 1984 the administration did not stand by its previously statedintent and sees no reason, based on Egypt's food needs, for notaucing this program in to 
reorder provide food assistance for moreneedy countries.

The subcommittee therefore has amendmentan to reduce thePublic Law 480 Title I for Egypt to $225 million in fiscal year 1984.5. The subcommittee regrets that events in the Middle East in1982, principally in Lebanon,

Israeli relations. 

had an adverse impact on Egyptian-
It hopes and expects that during the coming
months the strain in relations can be overcome.
would like to see a The subcommitteesolution negotiated to the Egyptian-Israeli differences over Taba, the return of an Egyptian ambassador to TelAviv and Egyptian willingness to expand its political, cultural, andeconomic ties with Israel pursuant to their Treaty of Peace.6. The subcommittee is
veloped 

aware that Egypt and Sudan recently dea common market, that a fund has been created to work onprojects which will further regional integration between these twoimportant nations and that the parliaments of these two countrieswill be meeting together shortly to coordinate common programs.The subcommittee supports 
more 

these joint efforts and their goal ofregional cooperation. The subcommittee urges the UnitedStates in developing its programs for Egypt and the Sudannext over thefew years to give priority attention to programs and projects 
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which will promote this regional integration and cooperation. 

LEBANON
 
l
[in million ofdolai' 

Subcommittee fricalyear Subcommittee 
ipcommenla 

fiscalyear- 

983 recornmenda 1984requet 
hon

1983estimate supoemental ti1981 1982 

6 .. .. 150 .............
.
150 .....
5 ................
ESF............................. 

aid............... 111.1
Emergency '... 

. . 15 
FMS ..............20 2O35 1..........100 100 
... 
 1 075 075515 015 1IMET......................... 326 

251 251 1515 1575
25 326 I 1 075Total................. 


I50millionof lhtrIiyurew3%awiurialt , thefenlwa',teograired
 

$25 millvA in FMSfurnaiRfor lbanon Wa. reli
'fram
 

1. The United States is involved in economic and military assist

programs in Lebanon which are critical to that country's sta
ance 
bility and survival. 

clear that the Government of Lebanon2. Although it is not now 
will be able to exercise effective control over its territory and popu

the auwith U.S. aid, the subcommittee recommendslation even 
thorization of fiscal year 1983 supplemental economic and military 

assistance requests of $251 million for Lebanon. The ESF funds are 

not limited to fiscal year 1983. 
ex

3. The subcommittee recommends further that the committee 

pedite its consideration of these funds and authorize them in 
1984

a 
the fiscalfiscal year 1983 supplemental, separate from year 

can be obligated before the start of 
requests. Most of these funds 

Given the rapid obligation of existing funds and
fiscal year 1984. 

rising expenditures t.. programs already underway, there is ample
 

on this supplemental request now.
justification for moving ahead 

supple4. The subcommittee also recommends that the Lebanon 
as H.R. 1849, and the fiscal year 1984

mental request, introduced 
to include a provision requiringrequest, H.R. 1850, be amended 

is needed before the
that statutory authorization by the Congress 
U.S. Armed Forces are introduced into Lebanon pursuant to the 

providing for the withdrawal of all for
conclusion of agreements 
eign troops from Lebanon. 

5. The subcommittee makc.s these recommendations in the belief 
soon between Israel and Leba

that an agreement can be concluded 
non providing:

-For a new and expanded relationship between these two coun

tries; 
-For the withdrawal of all Israeli troops from Lebanon within a 

short period of time, concurrent with a withdrawal of Syrian, 

PLO, and other forces; 
-And for comprehensive security arrangements along the Israe

li-Lebanese i:iternational border. 
It is the expectation of' the subcommittee that agreements will be 

PLO combatants,reached simultaneously for the withdrawal of all 
troops, unau-

Syrian troops, Iranian volunteers, and other foreign 
thorized by the Government of Lebanon, from the country. 
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6. The subcommittee recommends $.75 million from IMET fundsand $15 million in FMS financing for fiscal year 1984. 

OMAN 
fin niins ofi6loais] 

Subcommittee 

1981 1982 1983 suplem nialtslrmale 1983 1984reluest recommenda.lon
 

icaid:ESFEconom total........... 15
.................................
5 .........
 1............
15 15 
Military aid:FMS financing (loanguarantee) 25 30 30 10 45 45IMET...................
................ .00 8 
 .08 .1 .......
 1 .1Total ............
25.008 30.08 300 10 45.1 45.1 

1. The subcommittee recommends the authorization of $15 million in ESF money and $45 million in FMS loan guaranteesfiscal year for 
19 8 ' -.'Oman. The requests for Oman are related tothe military IFa_,_.,es access agreement the United States concluded with Oman in June 1980. Oman is a friendly country located 
onthe strategically important Strait of Hormuz and has been supportive to the Egyptian-Israeli Treaty of Peace.
2. The subcommittee is concerned over the dismal expenditurerate in this program and urges the quicker disbursement of ESFfunds in Oman in order to obtain concrete development resultsfrom the $30 million in ESF funds previously appropriated forOman. Only $641,000 has been expended to date. 

JORDAN
 
[Inmilionsofdoflars] 

- .s~lyear-- -.---------

1981 1982 1982estirnaie , 1983 recomnet,upplem'ental1984,'eQst I nen 

Economicandfoodaid: 
ESF:SGrant... S l453
Loan ............
PulLoa...... 1 5.......................................
...............
. 10 10 4............... 137 37
5 .......

Public Law 480:1I.........
Ttle ............Tile I...........
.........................
........................
..........
..................
..........................
..........
... ................
 

Tit1 ........... .. ..........................
.......... _.
Total....................................
10.6 154 152 45 20.2 20.2
 
Military aid: 
 . . .
 ...
FMS financing (loanguarantee) 42.1 54.9 40 35 115 115MAP ............................................
1.4...........
. .. . .IMET............................................. 
. 1.9 13 2 2 

.......................
Total ............
44.3 56.8 413 35 I7 117 

1. The subcommittee supports
Jordan of $115 

the fiscal year 1984 requests formillion in FMS financing and $20 million in ESF.This assistance is provided in the expectation that Jordan will beentering the peace process. While Jordan has supported U.N. Reso
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lutions 242 and 338 and has undertaken efforts, so far unsuccessful, 
to try to enter peace talks on the basis of the September 1, 1982 

peacepeace initiative, Jordan has not supported the Camp David 
process and has not been willing to enter negotiations to resolve 
the Arab-Israeli dispute over the status of the West Bank and Gaza 
Strip. Assistance levels of Jordan can only continue if the U.S. is 

work with Jordan the Middle East peace process. Theable to on 
soon takesubcommittee believes it is essential that King Hussein 

the necessary steps to become a participant in the next round of 

Middle East peace talks. Such action by Jordan will hopefully be 

reciprocated by confidence building steps by Israel. 
2. The subcommittee believes that any new sales of advanced 

arms to Jordan must await further movement by Jordan toward 
the peace process. In recognition of its concerns, the subcommittee 
agreed to an amendment stipulating that no FMS loan guarantees 
authorized by the act may be provided to finance, and no certifica
tion may be made pursuant to section 36(b) of the Arms Export 
Control Act with respect to a proposed sale to Jordan of, U.S. ad

or other advanced milivanced aircraft, new air defense systems 
lary weapons systems until the President has certified to the Con
gress that Jordan is publicly committed to the recognition of Israel 
and to prompt entry into direct peace negotiations with Lrael 
under the basic tenets of U.N. Security Council Resolutions 242 
and 338 and the Camp David Accords. 

aircraft" to include, forThe subcommittee interprets "advanced 
the purposes of this certification, aircraft in the current U.S. inven
tory and any new aircraft and "new air defense weapons systems" 
to include mobile antiaircraft systems and air-to-air ordnance. 

The subcommittee believes that the presentation of any such 
sales to the Congress should follow full consultation with the Con
gress beforehand. 

3. The subcommittee supports continued U.S. participation in 
Jordan's military modernization program and in 'the training of its 
armed forces. Not only is this essential to Jordan's security, but it 
is important to the orientation of Jordan's armed forces to the 
West and the United States and to the ability of Jordan to contin
ue its important role in training and helping the militaries of 
many small, moderate states in the Arabian peninsula. The sub

arms sale to Jordan was acommittee hopes that the recent Soviet 
one-time sale and that increased Soviet activity and military pres
ence in Jordan will end promptly. 

econ4. The subcommittee supports efforts to help the Jordanian 
omy with development funds and technical assistance. Jordan's 
economic development in recent years has been impressive, e-pe
cially in the Jordan \'alley, and its economic health is essential for 
its political well-being. Given the ongoing fragility of Jordan's econ
omy, the subcommittee nevertheless believes that there is a con
tinuing role for American technical assistance and assistance for 
Jordan self-help efforts even though it should be expc- ted that 
Jordan will receive most of its economic assistance from its Arab 
neighbors. 
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YEMEN ARAB REPUBLIC 
(Inmillionsofdollars] 

Fiscalyear- Suomitee 
1981 1982 1983estimate 1983 recommendi. 

supplemental1984request lion 

Economicandfoodaid:
 
Developmerit
assistance:

Grant..........................................
14.3 23.2 28.082 ............. 28 28

Loan ................ 5
..... 

Public Law 480: ...........................................................
 
Title I..
 

Title.2 .983..............0.3...2....31.042
1.042 
Total ...................................... 19.6 24.4 29.065 .................... 32.042 32.042
 

Military aid: 
FMSfinancing (loanguarantee) ...... .................................
 
MAP(grant) .......................................................... 
 1 1 4 15 15[MET................................................
9 
 1.2 1.2 ....................
1.5 1.5Total.......................................
 9 82.2 6.2 6 16.5 16.5 

1. The subcommittee recommends the authorization of the fiscalyear 1984 requests for Yemen of $28 million in development assistance, $15 million in grant military assistance (MAP), and $1.5 million in IMET. The Yemen Arab Republic, located on the Bab el-
Mandeh Strait, is strategically important to the United States. Because the Yemen Arab Republic is threatened by pro-Soviet neighbors, Ethiopia and South Yemen borders Saudi Arabia and supplies
much of Saudi Arabia's work force, its independence and moderate
policies are important to preserve. The subcommittee also hopes
that over time, the Yemen Arab Republic will move away from its
reliance on Soviet-supplied weaponry and on Soviet military advi
sors.

2. The subcommittee recommends the authorization of $28 million in development assistance because it recognizes the importance of supporting Yemeni economic and social development. Thesubcommittee is concerned about reports of a decrease in assistance
from several Arab states and 
hopes that the Arab states will be
able to maintain earlier high levels of assistance to this important
country which is the poorest and most populous state in the Arabi
an peninsula.


3. The subcommittee is encouraged by the initial and favorableU.S. response to the December 1982 earthquake in the Dhammarregion of Yemen which left 300,000 people homeless and causedconsiderable damage. The United States provided $2.5 million inemergency humanitarian assistance. Because of the urgent rehabilitation and reconstruction needs of Yemen following the earthquake, the subcommittee urges the United States to divert asfunds as possible from the ongoing development 
many 

program to theseneeds, consistent with Yemen's priorities and with funds available.It is the strong view of the subcommittee that U.S. participation,perhaps on a fixed cost reimbursable basis, if deemed appropriateand quicker in some reconstruction efforts and provision of technical assistance to the Yemenis for damage assessment and recon

18-551
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U.S. political and economic interests instruction needs would serve 
United States has a unique opportunity to help aYemen. The 

friendly country with a critical need; it should not let the opportu

nity pass by. 
4. The subcommittee has reviewed the U.S. military program in 

Yemen and believes that an increase, above six, in the number of 
is war-

U.S. military personnel permanently stationed in Yemen 

ranted because of the heavy training component in this program 

which necessitates more planning and administration than sales of 

military equipment. This planned increase of two people will en
success of the U.S. security as

hance the overall effectiveness and 
sistance program in Yemen. 

TURKEY 
jInmions of dollarn] 

Fiscalyear- _ Subommittee 
recommen4a98 t 3m 1984eqesl t ion19 1198 1983ent~matesu~Iemental18 eus ol981 l9.i2 

aid:ESFtotal .........................
Economic 200 300 245 55 175 175 

Military aid:
 
FMSfinancing:
 

Loanguarantee ............... 250 343 290 65 525 485
 
57 110 230 230 

G rant ...................................................................... ..4
 . ._ .. .. 4...MT..16 .1. . . . . ..3 2.2...7.. .......... .•.
IME T .................................................. 


65 759 719 ...............
Total................. 251.6 403 402.7 


1. The subcommittee recommends the authorization of $175 mil

lion in ESF money for Turkey and $715 million in military assist

ance of which $230 million is to be grant military aid and the rest 
auto be FMS loan guaranties. The subcommittee also recommends 

The totalthorization of $4 million requested in IMET funding. 
is $409 million combudgetary outlay of this proposed program 

pared to th9 budget outlay of $413 million for the fiscal year 1983 

request, or $357.7 million for the program provided under the fiscal 

year 1983 Continuing Resolution Authority. 
2. This recommendation represents a $40 million reduction in the 

fiscal year 1984 request of $755 million in EMS military assistance 

for Turkey. This reduction is recommended for several reasons. 

First, the subcommittee feels the increase requested for fiscal year 

1984 over what was provided in fiscal year 1983 is too large, despite 
of the Turkish military.the many modernization requirements 

Second, reducing the military aid level to $715 helps to restore the 
Greek and Turkish military assistance pro7 to 10 ratio of the 

grams, a rough ratio recognized over several years and an impor

tant factor in maintaining a Greek-Turkish military balance in the 

Third, the reduction also signals continuing Con-Mediterranean. 
a resolutiongressional frustration with the lack of progress toward 


of the Cyprus problem.
 
this reduction in military assistance, there is still a3. Despite 

level of military assistancehigh and substantially increased for 

Turkey which is provided in recognition of the strategic importance 

of this ally tc the southern flank of NATO, to the Middle East and 



XIX 

Persian Gulf region, and to overall U.S. security interests. Turkishmilitary capabilities have continued to deteriorate in recent yearsto the point where it is now uncertain that Turkey could fulfill itsassigned NATO missions.4. The subcommittee wishes to state three important concerns relating to United States-Turkish relations: a. A substantial number 
occupy Cyprus and 

of Turkish troops continue tono negotiated solution to the Cyprus situation has been found. Turkey has a special responsibility to helpbreak the current stalemate;b. Greek-Turkish differences over the Aegean continue to exacerbate tensions between these two allies and the dialog between them theseon problems has been suspended. Such adialog between these two NATO allies is essential;c. It is critical that Turkey remain committed to its announced timetable for a full restoration of democracy and thatit abide fully by internationally recognized standards of humanrights; allegations of torture in prisons and of gross violationsof internationally recognized human rights should be fully investigated and acted upon by the Turkish Government as ithas done in some previous cases.Therefore, the subcommittee recommends the acceptance of statutory language which would speak theseto concerns. This language is similar to that adopted in the fiscal year 1983 foreign assistance legislation as reported to the House of Representatives bythe Committee on Foreign Affairs. 

GREECE
 
[Inmillionsofdollars] 

Fiscalyei,-
Subcommittee 

1981 1982 1983 Estimate 1983 1984requ menda. 
spolemental 

MilitaryFMSaid:financirg (loanguarantee) 176.5 280 280 ........................ 
......... 280
IMET ................ 500
1.1 1.2 1.2...................... 
 .. 17 1.7 
Total... ... ............. 177.6 281.2 281.2 ........................ 
 281.7 501.7 

1. The subcommittee recommends the authorization of the $280million in FMS loan guaranties and of $1.7 million in IMET funding, originally requested for fiscal year 1984. Greece is a vital allyof great strategic importance to the United States and NATO.2. It is the subcommittee's expectation that the United Statesand Greece will conclude current negotiations this year for a newbase agreement. In an effort to help promote a successful conclusion of these negotiations and to reiterate the subcommittee'sstrong belief in the importance of a lasting United States-Greekmilitary relationship, the subcommittee also recommendsthorization of an additional $220 million 
the au

in FMS loan guarantiesfor Greece for fiscal year 1984 as requested by the administrationin a budget amendment submitted in March 1983.The $220 million, making a new total program of $500 million inFMS financing, would, according to statute language it has submit
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ted to Congress, be made available to Greece "only if the President 
the United States hascertifies and reports to Congress that 

achieved a satisfactory agreement with Greece in the current nego
tiations with respect to the use of military facilities in that country 
by U.S. forces." 

The subcommittee recommends, however, modifying the request
ed statute language that would release the additional $220 million 
so that the required Presidential certification would read: "The 
United States and Greece have established mutually acceptable ar

in Greecerangements for access to, and use of, military facilities 
by U.S. Armed Forces." Such arrangements would encompass a 
new United States-Greek base agreement but also, should negotia

agreement continue longer than is now anticipated,tions on a new 
the President could make the certification on the basis of ongoing 

to Greek bases which meets U.S. national secu-U.S. forces access 
rity needs. 

3. The subcommittee is concerned about continued Greek-Turkish 
that these two countriesdifferences over the Aegean and hopes 

will resume their dialog on these issues in the near future. The 
use its influence to prosubcommittee also hopes that Greece will 

mote a peaceful solution to the Cyprus conflict through the negoti
ations conducted under the auspices of the United Nations. The
 
subcommittee recommends statutory language which would speak
 
to these concerns. This language is similar to language included in
 
the fiscal year 1983 foreign assistance legislation as reported to the
 
House of Representatives by the Committee on Foreign Affairs.
 

with concern several recent state4. The subcommittee notes 

ments by some Greek officials against the United States, Greece's
 
NATO membership and U.S. access to military facilities in Greece.
 
The subcommittee believes that such statements do not serve the
 
best interests of either Greece or the United States and that the
 
longstanding Greek-American relationship and common heritage
 
create bonds which should endure.
 

CYPRUS
 
daWr'a[Inmrnr,of 

F,'a Su~mntee; --
1 3 ,u:Iia
Ilia1 19P2 p'l m~ il-m 

' 10 3 15aid,. (grant) 15EconomicESF total 14 

Itrq., l -,.l,ea10 [S rI I , a ew .'.r I Ire f[Fernh;w;a.'oe".1na u, i '. , 

.3n,Cr a eIIAlo 0e"ool , vo-v', ; , l m ,l r . ', ' ' alle aI l 7 rir.o !r,f n I 50 
ntr. wz, il/,r hN4 e'a~ i, ,,q !leryrI oa, Vj vea SI: 

1. The subcommittee recommends an increase in the fiscal year 
1984 ESF program for Cyprus from the $3million requested to S15 
million. The $15 million level represents for Congress an important 

for the Cypriot people and for a political solustatement of concern 
tion to the division of the island. 

2. The subcommittee wants this program to support an expanded 
scholarship program for Cypriots to come to the United States for 
advanced education and to support other humanitarian and recon
struction projects for Cyprus. The subcommittee would also like ex
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plored the possibility of using these funds for confidence buildingmeasures and projects which bring the two communities together.Suggestions of a national university and of joint projects for the divided city of Nicosia should be pursued, if they are considered fea
sible.

3. The subcommittee notes that the operations of the office of theU.S. High Commissioners for Refugees, which previously administered U.S. aid programs on Cyprus, are wind!ng up and the officewill be closed. Henceforth, any portion of the U.S. assistance program which is for development activities on Cyprus may have to beadministered by other organizations. The United States will needto explore the possibilities which the subcommittee feels should include the U.N. Development Program (UNDP) or an AmericanPVO but not the introduction of an AID mission. The subcommittee expects that the administrative expenses of operating any suchportion of the program devoted to projects will be kept to the minimum in order to maximize the benefits to the Cypriot people. Traditionally, the administrative surcharge of the UNDP for operatingprograms has been high.
4. The subcommittee strongly opposes use of the waiver authorityunder section 614 of the Foreign Assistance Act of 1961, as amended, so that some portion of the fiscal year 1983 earmarked ESF program for Cyprus could be reprogrammed for use in other countries.Such use would not only be counter to the intent of the Congressbut would cause serious complications in the handling of all Eastern Mediterranean foreign assistance issues in Congress. 

SPAIN 
(Inm,'iionsofdoiarsj 

Fivalyear-- Subcommittee .........
.. .... 
 ..... ... ... .... 
 Sucommi eae 
1981 1982 1983estmate 198 e 
 COmmendasuplemenrar 1984reues! lion 

aid:ESFEconomic (grant) total ............
1 22 12 12 12 

Military aie:FMS financing (loanguarantees) .. 120 125 400 .............. 400 400
..
IMET ..................... 
 2.5 2 21 .3 3 
Total.......... .......... 122.5 
 127 402.1......................
403 403 

1. The subcommittee supports the fiscal year 1984 requests forSpain including $400 million in FMS financing, $12 million in ESFgrant aid and $3 million in IMET. Spain entered NATO in 1982and the subcommittee recognizes that modernization of its forces isessential if Spain is going to fulfill its role in Atlantic Alliance
security.

2. The subcommittee believes it is important that the UnitedStates continue to encourage full Spanish membership and participation in NATO and in the Western security system. Spain has animportant role to play.
3. The United States was able to renew its agreement with Spainon access to certain Spanish military facilities in February 1983.This agreement will be submitted to the Congress under the Case
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Zablocki Act following ratification by the Spanish Cortes which is 
expected in the near future. 

4. Although Spain is concerned about the direct use of Spanish 
facilities to aid non-NATO contingencies, the subcommittee hopes 
that the United States will be abie to work out practical arrange
ments to insure that both U.S. needs and Spanish interests in the 

Mediterranean area are accommodated. 

PORTUGAL
 
ol(las][Inmillions 

Fiscal year- Subcommittee 
ecommenda

1984 lion1981 1982 1983esimate s 1983 request 

total ........... 25 20 20 ........................ 40 40
aid:ESFEconomic (grant) 

Military aid: 
FMSfinancing (loanguarantees) 45 52.5 ...................... 45 45
 ............................ 


. 60 6051 20 37.5 ......................
MAP ...................... 

3 32 . ................
1.8 2.4IMET............................................... 


67.4 ........................ 108 108
Total .......................... 52.8 92 
................. 


1984 requests for1. The subcommittee supports the fiscal year 

Portugal which include a doubling of ESF grants to $40 million,
 
$45 million in FMS loan guarantees, $60 million in grant military
 
aid, and $3 million in IMET funding. 

access agree2. The subcommittee notes that the bilateral base 
Portugal expired in February 1983 and negotiationsment with 

have not been completed on a renewed agreement. The subcommit
year assistance requests aretee understands that the fiscal 1984 

made in anticipation of a successful conclusion of present negotia
tions, but it opposes the inclusion of any specific assistance commit
ments in the agreement. The subcommittee expects that this agree
ment will allow both for improvements at the Azores and for ;.ccess 

access is in our mutual into facilities on mainland Portugal. Such 
terest and will enhance Portugal's already significant role in, and 
contribution to, NATO and the western defense. 

3. The subcommittee recognizes that the increase in grant financ
ing (MAP) is intended to relax the financial burden on Portugal's 
troubled economy and notes Portugal's aversion to FMS loan guar
antees. Nonetheless, the Government of Portugal must realize that, 
over time, Portugal should exnect to receive fewer grants and more 
credit financing. 

million ESF re4. The subcommittee supports providing the $40 
quest as a grant for development projects on the Azores and for the 

Foundation. The subcommitteeestablishment of a Luso-American 
also notes the continuing slow expenditures on a series of develop

hopes that priority can bement projects begun in the 1970's and 
given to their early completion. The subcommittee strongly sup
ports the creation of the Luso-American Foundation and hopes that 
its emphasis on technology transfer and the development of the 
private sector will benefit the Portuguese economy in the near 
future. 
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American schools and hospitals abroad 
[In millions of dollars]
 

Fiscal year:
19801984 ....................................................................... 
...................................................................
25
1983.'........................................................................................... 

194request...........iiiiiiiiiiiiiiii
i.ii..ii..ii..................................................................... 20


2
Subcommittee recommendation 7..................................0

30
 

1. The subcommittee recommends that the authorization for the
American Schools and Hospitals Abroad program for fiscal year1984 be raised from the $7.5 million request to $30 million. Despite
the annual low administration requests which would not even
enable AID to carry out a reasonable ASHA program, the Congress
has been appropriating annually between $20 and $25 million.

2. The subcommittee is recommending an authorization of $30million for fiscal year 1984 in the hope that at least $25 millionwill be appropriated. In fiscal vear 1982, 25 of 59 applicants forfunds received support, but several institutions with meritorious
requests did not. To satisfy all meritorious applications, well in excess of $40 million would have been needed. AID already has re
quests totaling over $77 million for fiscal year 1984.

3. The subcommittee believes that the schools, universities, andhospitals supported by this program represent an important Ameri
can asset abroad and serve critical foreign policy interests of theUnited States in various regions of the world, especially the MiddleEast and Europe where some 43 percent of the program is allo
cated. That percentage, which has already been reduced from some90 percent in 1970, can only be further reduced if there is more 
funding for the overall program. 
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FOREIGN ASSISTANCE LEGISLATION FOR
 
FISCAL YEARS 1984-85
 

Israel
 

MONDAY, FEBRUARY 28, 1983 

HOUSE OF REPRESENTATIVES, 
COMMITTEE ON FOREIGN AFFAIRS,

SUBCOMMITTEE ON EUROPE AND THE MIDDLE EAST, 
Washington,D.C.

The subcommittee met 2:30 inat p.m., room 2200, RayburnHouse Office Building, Hon. Lee H. Hamilton (chairman of the sub
committee) presiding.

Mr. HAMILTON. The meeting of the subcommittee will come to
order. 

Today, the Subcommittee on Europe and the Middle East meetsto discuss the fiscal year 1984 economic and military assistance programs for Israel and Middle East regional projects.The request for Israel for fiscal year 1984 contains two components: $785 million in economic support fund money to be providedon a grant basis and $1.7 billion in foreign military sales financingwith $550 million of that amount to be forgiven, that is, provided 
as a grant.

These requests differ from what was provided in fiscal year 1983in only one respect. Under the continuing resolution authoritypassed by Congress last December, the FMS program for Israel provided for $750 million of the FMS financing to be forgiven. The administration request this is millionyear $200 below last year'slevel of forgiveness, but $50 million higher than the administra
tion's request last year.

The subcommittee will also consider today a $15 million requestfor Middle East regional projects. These projects are grouped inthree categories: First, $7 million of this money will finance development projects in the West Bank and Gaza Strip; second, $7 million is to fund cooperative scientific and technical activities ofmutual interest to Israel and its Arab ncighbors; and third, $1 million is to finance project development and support activities relatedto the ESF program in the Near East, especially in countries where
there is not an ongoing aid program.

The Chair understands that the committee will be consideringthe possibility of providing a 2-year authorization for fiscal years1984 and 1985. Our witnesses today are alerted to this possibilityand the Chair is requesting no later than Tuesday, March 15, 1983, 
(1) 
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your views on a 2-year authorization and your specific recommen
dations for the countries in your jurisdiction should there be a 2
year bill. 

We are happy to have with us today to begin our hearings on the 
fiscal year 1984 foreign assistance requests, Hon. Nicholas A. Ve
liotes, Assistant Secretary of State for Near Eastern and South 
Asian Affairs; Col. Homer D. McKalip, Chief for the Near East and 
South Asia Division, Defense Security Assistance Agency, Depart
ment of Defense; and Russell Misheloff, Director, Office of Europe
an Affairs and Special Programs, Bureau for Near East, Agency for 
International Development. 

I believe you have a prepared statement. It will be entered into 
the record in full. You may suimarize this statement, if you will. 

Mr. Secretary, you may proceed. 

STATEMENT OF lION. NICIIOLAS A. VEIAOTES, ASSISTANT SECRE-

TARY, BUREAU OF NEAR EASTERN AND SOUTII ASIAN AFFAIRS, 

DEPARTMENT OF STATE 

Mr. VELIOTES. Thank you, Mr. Chairman. 
I am the only one who has a statement and I will proceed to read 

it, summarize it, sir. 
I am very pleased to be here again today to testify in support of 

our military and economic assistance programs for Israel for fiscal 
year 1984. The administration is proposing a funding level of' $1.7 
billion in foreign military sales financing and $785 million in eco
nomic support funding. 

The overall level of $2.485 billion in combined military and eco
be the largest U.S. bilateral asnomic assistance for Israel would 

sistance program. 
have to say will not be newMr. Chairman, much of what we to 

year ago this subcommittee wasthe subcommittee. For example, a 
told: "We are in the midst of an extremely tense period affecting 
not only Israel, but the entire region," and, "The presentation and 
examination of our foreign assistance proposals are taking place at 

area particularly sensitive juncture in Israel itself." These views 
current today. 

However, specific events oid immediate problems have changed. 
The events of' the last year, as momentous and even tragic as they 
may have been have not changed some fundamental realities of the 

deal. Among the urgency of' theregion with which we those are 
need for peace, the need to support the sovereignty, territorial in
tegrity, and unity of Lebanon, the prime importance of assuring for 
Israel the security it requires and the necessity of addressing the 
legitimate aspirations of the Palestinian people. 

This is, therefore, an appropriate time to discuss the role of our 
in Israel and how they fit into our largerassistance programs 

strategy in the region. 
Support for Israeh's security and economic well-being is a basic 

firm principle of American foreign policy. 
Our support for Israel grows out of a longstanding commitment 

to a free nation which has been a haven for immigrants from all 
over the world and which shares many of our own social and demo
cratic traditions. 
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Our programs are designed to assist Israel in continuing to maintain its qualitative and technological superiority over any potentialcombination of regional forces. Our economic assistance helpsIsrael to finance balance-of-payments deficits. Taken in combination, our programs are the material manifestation of our traditional commitment to Israel.
While it should be clear that the security of Israel occupies acentral role in our concerns and policies, our objectives in theMiddle East continue to be focused on two mutually reinforcing

goals.
First, the search for a just and lasting peace in the region andthe second, the assurance that our friends in the area will be ableto maintain thir security against both outside threats as well asradical forces closer to home.
Our pursuit of this overall objective requires that we maintainand strengthen our relations with other friendly moderate states inthe region as well. The relations which we maintain with the statesof the Middle East are obviously critical to our ability to achievethose objectives which we believe are shared by Israel.The President and Secretary Shultz have made crystal clear onmany occasions in the past few months (a) our firm determinationto continue the search for peace begun at Camp David and renewedin the President's September 1 initiative; (b) our commitment toachieve complete withdrawal of foreign troops from Lebanon whichwill help to return stability to that strife-torn country and will alsohelp to insure the security of Israel's northern border; and (c)ourfundamental perception that a lasting peace achieved throughdirect negotiations is the best guarantee of long-term security forIsrael and its neighbors.

The administration has highlighted that its basic policies towardthe Arab-Israeli problem are based on the positive benefits accruing to all parties, including to the interests of the United States,from the resolution of these issues. We have, through many difficult months, continued a pattern of constant movement forwardand meaningful consultations toward the objectives we all shareboth in Lebanon and with respect to a broader Middle East peace.These basic tenets guide our approach, and the assistance programs you will oe considering in the coming weeks are a part of
this effort.

With these general objectives in mind let me turn to the specificsof our proposal for Israel. 

MILITARY ASSISTANCE 

We have proposed that a total of $1.7 billion in military assistance be provided to Israel. The bulk of this funding would be usedfor progress payments on prior year purchases and to initiate purchases of artillery, missiles, APC's, and aircraft from the United 
States.
 

Our proposal includes an increase in the grant portion of that assistance from $500 million-our proposal last year-to $550 millionwith the remaining $1.15 billion to be provided in the form of a 30year loan carrying a slightly concessional rate of interest. 
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The modest increase in grant funding we propose is motivated by 
our understanding of Israeli concerns over their debt burden cou
pled with our own analysis of that situation and our osn budgetary 
constraints. 

ECONOMIC ASS13TANCE 

We are proposing a level of $785 million in ESF, identical to the 
level of the past several years. The program is a cash transfer, and 
we propose this year that the entire sum be provided as a grant. 
Our decision to improve the terms of our proposal for ESF from the 
one-third loan/two-thirds grant ratio we have proposed in the past 
was motivated both by the reality of the fact that ESF assistance 
has been provided to Israel on a grant basis for the last 3 fiscal 
years and by the slight downturn in Israel's export performance 
during the last year. This decline is a function of both the ccntin
ued economic problems from which we and Western Europe are 
suffering, as well as the Government of' Israel's domestic economic 
policies. Despite some difficulties, however, preliminary indications 
are that capital inflows to Israel during 1982 continued to exceed 
financing requirements as official foreign exchange reserves ex
ceeded their levels for 1981. 

We continue to have strong confidence in Israel's economic po
tential. The levels and terms we have proposed for our assistance 
to Israel ibr fiscal year 1984 should be more than sufficient to meet 
the objectives of our program. 

ISRAEL'S DEBT BURDEN 

Israel's growing debt repayments to the United States have been 
a major source of concern to many Israeli officials and to members 
of this committee. A careful examination of the situation, however, 
reveals that Israeli debt-and particularly the debt service burden 
associated with that debt-will be manageable given sounU! Israeli 
policies and an expected modest return to growth in the world 
economy. 

Our review of our proposals obviously had to take into account 
our own budget stringencies. In reaching our conclusions, we weigh 
all factors to achieve a balance. In the real world of budget ceil
ings, increises in assistance, particularly grant assistance for one 
country mean that funds will be unavailable to achieve other objec
tives. 

Under our proposals Israel will continue to receive funds-both 
grant and credit-which are ample to meet our policy objectives in 
support of the State of Israel. 

REGIONAL PROGRAMS 

In addition, we would call attention to our request for $15 mil
lion in economic support funds for fiscal year 1984 for regional pro
grams. And $7 million of these moneys will go toward sustaining 
our development efforts in the West Bank and Gaza. These pro
grams are implemented through American voluntary agencies and 
address needs in such areas as vocational and higher education, 
community development, improved water storage, and agricultural 
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cooperative marketing. The program has proved useful as an indication of our humanitarian concerns for the peoples of these regions and we would urge its funding at the level proposed.An additional $7 million of the regional funds would finance cooperative scientific, technical and other activities of' mutual interest to Israel and its Arab neighbors. The remaining $1 million isrequested for project development and support activities relating tothe development of ESF country programs.

Thank you, Mr. Chairman. 
[Mr. Veliotes' prepared statement follows:] 
PREPARED STATEMENT OF IJON. NICHOLAS A. VEI.IOTES, A.iSISTANT SECRE.-TARY OF

STATE FOR NEAR EASTERN AND SOUTH ASIAN AFFAIRS 

SECURITY ASSISTANCE TO ISRAEL 
Mr. Chairman, I am very pleased to be here today t. testify in support of our military and economic assistance programs for Israel frr Fiscal Year (FY) 1984. The Administration is proposing a funding level of $1.7 billion in Foreign Military Sales(FMSJ financing and .S785 million in Economic Support ,unding (ESF). The overalllevel of .*,2.,15 billion in combined military and,oeconoiaic assistance for Israel wouldbe the largest U.S. bilateral assistance program.I am particularly pleased to be here on this occasion because I sense a need, notjust to discuss the level and terms of our assistance proposals, but to place this program in the perspective of U.S. foreign policy objectives. In one sense, much of whatwe have to say will not be new to this Subcommittee. A year ago at about this timethis subcommittee was told the following:

"We are in the midst of an extremely tense period affecting not only Israel but
the entire region."

"The presentation and examination of our foreign assistance proposals are takingplace at a particularly sensitive juncture in Israel itself."
These same observations could be made today, but the specific events and immediate problems have changed. The events of the last year-as momentous and eventragic as they may have been-have not changed some fundamental realities of theregion with which we deal. Among those realities are the urgency of' the need forpeace, the need to support the sovereignty, territorial integrity and unity of Lebanon, the prime importance of assuring for theb~rawl the security it requires, andnecessity of addressing the legitimate aspirations of the Palestinian people. This is,therefore, an appropriate time to discuss the role of our assistance programs inIsrael and how they fit into our larger strategy in the region. 

THE PURPOSE OF OUR ASSISTANCE 
Support for Israel's security and economic well-being is a basic, firm principle ofAmerican foreign policy. Our support for Israel grows out of a longstanding commitment to a free nation which has been a haven for immigrants from all over theworld and which shares many of our own social and democratic traditions.Our security assistance programs are designed to assist Israel in continuing tomaintain its qualitative and technological superiority over any potential combination of regional forces. Our economic assistance helps Israel to finance balnce ofpayments deficits. Taken in combination our programs are the material manifestation of our traditional commitment to Israel.
While it should be clear that the security of Israel occupies a central role inconcern, our objectives in ourthe Middle East continue to be focused on two mutuallyreinforcing goals: First, the search for a just and lasting peace for the region andsecond, the assurance that our friends in the area will be able to maintain theirsecurity against both outside threats as well as threats from radical forces closer tohome. Our pursuit of this overall objective requires that we maintain and strengthen our relations with other friendly moderate states in the region as well. The relations which we maintain with the states of the Middle Ea.t our are obviously critical toability to achieve those objectives which we believe are shared by Israel. ThePresident and Secretary Shultz have made crystal clear on many occasions in thepast few months (a) our firm determination to continue the search for peace begunat Camp David and renewed in the President's September I initiative; (b) our commitment to achieve complete withdrawal of foreign troops from Lebanon which will 
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help to return stability to that strife-torn country and will also help to ensure the 
security of Israel's northern border; and (c) our fundamental perception that a last
ing peace achieved through direct negotiations is the best guarantee of long-term 
security for I~rael and its neighbors. 

The Administration has highlighted that its basic policies toward the Arab-Israeli 
problem are based on the positive benefits accruing to all parties, including to the 
interests of the U.S., from the resolution of these issues. We have, through many 
difficult months, continued a pattern of constant movement forward and meaningful 
consultations toward the objectives we all share both in Lebanon and with respect 
to a broader Middle East peace. These basic tenets guide our approach, and the as
sistance programs you will be considering in the coming weeks are a part of this 
ffort. 
With these general objectives in mind let -ne turn to the specifics of our proposal 

for Israel. 

MILITARY ASSISTANCE 

We have proposed that a total of S1.7 billion in military assistance be provided to 
Israel. The bulk of this funding would be used for progress payments on prior year 
purchases and to initiate purchases of artillery, missiles, APCs, and aircraft from 
the U.S. Our proposal includes an increase in the grant portion of that assistance 
from $500 million-our proposal last year-to $550 million with the remaining -$1.15 
billion to be provided in the form of a thirty-year loan carrying a slightly conces
sional rate of interest. The modest increase in grant funding we propose is motivat
ed by our understanding of Israeli concerns over their debt burden coupled with our 
own analysis of that situation and our own budgetary constraints. 

ECONOMIC ASSISTANCE 

We are proposing a level of $7,5 million in ESF, identical to the level of the past 
several years. The program is a cash transfer, and we propose this year that the 
entire sum be provided as a grant. Our decision to improve the terms of our propos
al for ESF trom the 1/ loan '% grant ratio we have proposed in the past was moti
vated both by the reality of the fact that ESF assistance has been provided to Israel 
on a grant basis for the last four fiscal years and by the slight downturn in Israel's 
export performance during the past year. This decline is a function of both the con
tinued economic problems from which we and Western Europe are suffering, as well 
as the (overnment of Israel's domestic economic policies. Despite some difficulties, 
however, preliminary indications are that capital inflows to Israel during 19 2 con
tinued to exceed requirements as official foreign exchange reserves exceeded their 
levels for 1f.l1. We continue to have strong confidence in Israel's economic poten
tial. The levels and terms we have proposed for our assistance to Israel for fiscal 
year 191-1 should be more than sufficient to meet the objectives of our program. 

ISRAEiL.S DEBT BURIJEN 

Israel's growi:tg debt repayments to the U.S. have been a major source of concern 
to many Israeli officials and to members of this committee. A careful examination 
of the situation however, reveals that Israeli debt-and particularly the debt serv
ice burden associated with that debt --will be manageable given Israeli policies and 
an expected modest return to growth in the %orld ,conomy. 

Our review of our proposals ohviously had to take into account our own budget 
stringencies. In reaching our conclusions, we weigh all factors to achieve a balance. 
In the real world of budget ceilings, increases in assistance, particularly grant as
sistance, for one country mean that funds will he unavailable to achieve other objec
tives. Under our proposals Israel will continue to receive funds--both grant and 
credit-which are ample to meet our policy objectives in support of the State of 
Israel. 

REGIONAL PROGRAMS 

15 million in EconomicIn addition, we would call attention to our request for 
Support Funds for fiscal year 1P.1. S7 million of these monies v,i!l go toward sus
taining our development efforts in the West Wink and Gaza. These programs are 
implemented through American veuntary agencies and addre,;s needs in such areas 
as vocational and higher education, community development, improved water stor
age and agricultural cooperative marketing. The program has proved useful as an 
indication of our humanitarian concerns for the peoples of these regions and we 
would urge its funding at the level pr-posrod. An additional $7 million o' the region
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al funds would finance coo, rative scientific, technical otherand activities ofmutual interest 
quested 

to Israel and its Arab neighbors. The remaining $1 million is refor project development and support activities relating to the developmentof ESF country programs. 

FISCAL YEAR BUDGET OUTLAY FIGURE 
Mr. HAMILTON. Thank you, Mr. Secretary.
What was the budget outlay figure for fiscal year 1984 for all as

sistance to Israel? 
Mr. VELIOTES. This would be the total of the programs we areasking for, sir, for fiscal year 1984.
 
Mr. HAMILTON. The budget outlay figure.

Mr. VELIOTES. The budget outlay figure.
 

STATEMENT OF RUSSELL MISHELOFF, DIRECTOR, EUROPEANAFFAIRS AND SPECIAL PROGRAMS, BUREAU FOR NEAR EAST,AGENCY FOR INTERNATIONAL DEVELOPMENT 
Mr. MISHELOFF. It would be $550 million for FMS plus the entire

$785 million in ESF. 
Mr. HAMILTON. Is that all? What about the rest of the militaryaid, is there no budget outlay figure there? 

STATEMENT OF COL. HOMER D. McKALIP, CHIEF, NEAR EAST/SOUTH ASIA DIVISION OPERATIONS DIRECTORATE, DEFENSESECURITY ASSISTANCE AGENCY, DEPARTMENT OF DEFENSE 
Colonel MCKALIP. Mr. Chairman, no, the rest would be $550 million, the remainder would be the guarantee loan with no budget

outlay.

Mr. HAMILTON. So the budget oulay figure then is?
Colonel MCKALIP. It is $550 million for the FMS.
 
Mr. HAMILTON. 
 That is $1.335 billion?Mr. MISHELOFF. I believe that is correct. There is in addition a
small amount of' unutilized funds 
 from the fiscal year 1979 and
fiscal year 1981 redeployment assistance effort.
Mr. HAMILTON. OK. You furnish me the budget outlay figure for1984. I just want to get that on the record. 
Mr. VELIOTES. We will do that, sir.

Mr. HAMILTON. For all assistance to Israel.
 
[The information follows:]
 

Outlay figures are somewhat difficult to calculate because of the needaccount to take intothe different treatmeni accorded the off budget FMS guarantee program.For the Israeli program, however, the on-budget (roughly equivalent to outlay) figures would include the $785 million in ESP; z550 million in FMS forgiven credits. 
Mr. HAMILTON. I might say I will be asking the same questionwith regard to other countries as well. 
Mr. VELIOTES. We will be prepared at that time. 
Mr. HAMILTON. So let's get them. 

STRAIGHTLINING FMS FINANCING FOR ISRAEL
 
Now, what are the implications if the Congress 
were to straightline the terms of FMS financing for Israel for fiscal year 1984, from

that provided in 1983?
Mr. VELIOTES. That provided in the continuing resolution, sir? 
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Yes. In effect you have the $750 million forgivenMr. HAMILTON. 

instead of the $550 million. 
to find $200 million in moneys toMr. VELIOTES. We would have 

fund other programs. 
Mr. HAMILTON. Would you oppose that move? 
Mr. VELIOTES. Yes, sir. We believe our programs for Israel are 

generous and sufficient for support of our policy objectives to 
Israel. 

Mr. HAMILTON. What kind of a signal do you think would be sent 
to Israel in the event that the Congress were to agree to the $550 
million figure and thereby decrease assistance to Israel? 

Mr. VELIOTES. I believe that the signal would be that the Con
gress agreed with the executive branch that the overall level of as
sistance for Israel in fiscal year 1984, which is substantial, particu
larly in an austerity year, was sufficient. 

DECREASE IN FMS FORGIVENESS 

Mr. HAMILTON. Now, what was the budgeting cost to the United 
States of the forgiveness of the $750 million? 

Mr. MISHELOFF. The budgetary cost is the full $750 million. 
OK. Now the Israeli economy is not performingMr. HAMILTON. 

as it did in 1981. If that is the case, why are you asking foras well 
a decrease in the forgiveness? 

are not asking for a decreaseMr. VELIOTES. Excuse me, sir. We 
in the forgiveness amount. 

Mr. HAMILTON. You are ovei, what was provided in the continu
ing resolution. You are dropping ii down from $750 million down to 
$550 million, forgiving a portion of the military aid. Why do you 
cut the aid if the Israeli economy is not performing as well today 
as it did last year? 

Mr. VELIOTES. Mr. Chairman, we opposed the $200 million in
crease of the grant portion. So I really don't believe the question is 
relevant. We believe that the $550 million is sufficient. 

Mr. HAMILTON. I think you will find it is relevant, Mr. Secretary. 
the way the question wasMr. VELIOTES. But, Mr. Chairman, 

posed I think is not the way I could answer it. 
In due course you will find that it is relevant, letMr. HAMILTON. 

me put it that way. 
Mr. VELIOTES. Let me answer, sir, that if you will note in my 

opening statement I mentioned that we had proposed that this 
year's ESF be all grant and I think that we noted that that was at 
least in part a result of the weakened Israeli economic performance 
in the export field. 

FISCAL YEAR 1983 ESF TRANSFER 

Mr. HAMILTON. All right. 
or specifiedThe 1982 appropriations report language suggested 

that the $785 million in ESF should be transferred at an acceler
ated rate because that has certain advantages to Israel. Can you 
tell us how the fiscal 1983 ESF money for Israel has been trans
ferred or is being transferred. 
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Mr. MISHELOFF. The first two q,.arterly tranches were providedin December 1982. The third and fourth, the remaining half, willbe transferred on or about March 31, and June 30.Mr. HAMILTON. There is no indication that that next tranche will

be delayed. 
Mr. MJSHELOFF. No, sir.Mr. HAMILTON. It will go out the end of March, is that the time? 
Mr. VELIOTES. That is correct. 
Mr. MISHELOFF. That is correct.
Mr. HAMILTON. Then the entire sum will have been transferred 

by July 1. 
Mr. MISHELOFF. Yes. 
Mr. VELIOTES. That is the current plan, yes.Mr. HAMILTON. Have the political circumstances surroundingLebanon prevented the transfers from being accelerated this year?Mr. VELIOTES. I think, sir, that the primary problem of accelerating transfers beyond the quarterly payments is a budgetary one. Itis frankly a transfer of funds and interest from the U.S. Treasury

to Israel.
Mr. HAMILTON. But there is no signal to be given to Israel in thefact that the payments were not accelerated? 
Mr. VELIOTES. No. We kept the same pattern. 

LINKAGE BETWEEN ESF AND DEBT PAYMENT 

Mr. HAMILTON. Are you anticipating that Israel will seek any ofthe following: A linkage
have 

between ESF aid and debt payment? Ia list of things I want to check with you here. Is there anyindication that Israel is seeking that? 
Mr. VELIOTES. There was an indication that friends of Israel wereseeking that last year. That is the indexation of the ESF.Mr. HAMILTON. I am talking about Israel now, the Government. 
Mr. VELIOTES. I would have to say that I doubt if they would


resist.
 
Mr. HAMILTON. Are they seeking it? 
Mr. VELIOTES I can't tell you if they are actively seeking it.Mr. HAMILTON. Are they seeking more concessional FMS financ

ing?
 
Mr. VELIOTES. They are requesting it.

Mr. HAMILTON. Are they seeking a rollover of the debt in theU.S. commercial banking sector? 
Mr. VELIOTES. I am told no.
Mr. HAMILTON. 
 Are they seeking to establish a free trade area

between the United States and Israel? 
Mr. VELIOTES. They have made the proposal.
Mr. HAMILTON. And we have said what? 
Mr. VELIOTES. We have said that we are looking at it. This is avery difficult and complicated area, sir.
Mr. HAMILTON. Are they also seeking broader access for Israeliproducts in defense procurement? 
Mr. VELIOTES. I think, yes, in general terms. 

18-551 0-83---3 
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UNITED STATES-ISRAELI SHIPPING PROVISION 

Mr. HAMILTON. Now for several years we have had an under
standing with Israel and that understanding contains agreements 
that Israel would buy commercial goods from the United States in 
excess of the amount of economic aid, would give preference to the 
U.S. products on the commercial side, would maintain past levels 
of grain purchases from the United States, about $350 million a 
year, and would follow agreed procedures to achieve at least 50 per
cent of the grain shipped on U.S. bottoms. 

My understanding is that Israel has said it would like to elimi
nate the shipping provision, but that the request was not granted. 
Can you tell me what percentage did Israel reach in 1982. 

Mr. MISHELOFF. Yes. It was just in excess of 50 percent. 
Mr. HAMILTON. What did it cost Israel extra to use U.S. ships? 
Mr. MISHELOFF. I don't have a precise figure. They estimated in 

the fall of 1981 that at current shipping rates it would probably be 
on the order of magnitude of $30 or $40 million a year. 

[The information follows:] 

COST TO ISRAEL OF SHIPPING GRAIN IN U.S. BorrOMs 

In fiscal year 1982, 1,682,240 long tons of grain were shipped to Israel at a total 
shipping cost of $72,891,819. 851,414 long tons were shipped on U.S. bottoms for 
which Israel paid $52,913,900, and 830,826 long tons were carried by foreign flag ves
sels at the cost $19,997,919. 

If the grain shipped on U.S. bottoms had been shipped at foreign flag rates, the 
cost to Israel would have been $21,323,538. Consequently, the additional cost to 
Israel in fiscal year 1982 for using U.S. bottoms to ship grain was $31,590,362. 

Mr. HAMILTON. All right. Now will the letter for 1984 be identi
cal to the letter for 1983 with regard to these understandings? 

Mr. MISHELOFF. Yes. 
Mr. HAMILTON. OK. Mr. Lantos. 

SOVIET MISSILE DEPLOYMENT IN SYRIA 

Mr. LANTOS. Thank you very much, Mr. Chairman. 
It is nice to see you, Mr. Secretary. 
I wonder if you could give us the State Department's appraisal of 

the new Soviet Sam-5 missile deployment in Syria? 
Mr. VELIOTES. I think, Mr. Lantos, I will do my best in this 

forum. 
The Soviet decision to deploy and man the Sam-5's appears to 

have been a result of the defeats of the Soviet-Syrian manned air 
defense systems last year in the course of the hostilities between 
Syria and Israel. 

Mr. LANTOS. Do the new Soviet deployments in Syria, manned by 
Soviet forces, represent a threat to our own Mediterranean fleet? 

Mr. VELIOTES. We have viewed this less in terms of a threat to 
our own forces, more a step which is potentially destabilizing politi
cally and militarily in the Arab-Israeli context, more specifically 
the Israeli-Syrian context. 

Mr. LANTOS. It is clearly destabilizing in that context, but my 
question still stands, Mr. Secretary. Does the deployment of the su
persophisticated Soviet missiles manned by Soviet troops on Syrian 
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soil represent a potential threat to our own 
forces in the Mediter
ranean? 

Mr. VELIOTES. I suppose if you take a look at their technical capabilities, and where our forces might be flying, and they couldconceivably reach them, the answer would have to be yes. This getsyou into Soviet intentions and their--Mr. LANTOS. You well know that those are the best at all times,so we don't have to worry about that. 
Mr. VELIOTES. No, I don't view that at all as my interpretation ofSoviet intentions.
But it is ouite a conceptual leap from putting them into Syria tolaunching them against American aircraft. We don't think that isa likely use of those. But you asked potentially could they be usedthat way. I think technically, yes. 

VALUE OF SOVIET RESUPPLY OF SYRIA 
Mr. LANTOS. What is our estimate of the value of the Soviet resupply of Syria?

Mr. VELIOTES. I have seen 
a figure that I cannot confirm, sir. It was about $2 billion.
 
[The information follows:]
 
Total Soviet deliveries of military equipment to Syria in 1982 are estimated atslightly under $2 billion. Over 75 percent of these deliveries occurred in 'he last sixmonths of 1982. The bulk of these deliveries represented resupply, although there was some limited introduction of new equipment. 

LIBYAN PURCHASES OF SOVIET MILITARY EQUIPMENT 

Mr. LANTOS. What is our best estimate of purchases by Libya ofmilitary equipment in calendar 1982?
Mr. VELIOTES. I will have to get that fcr the record unless one of 

my colleagues has it.
 
Mr. LANTOS. 
 Is there a ballpark figure that you gentlemen

live with these figures can give me? 
who 

Mr. VELIOTES. 1982 may or may not be the best year, sir, becausethe Libyans were having some money problems in 1981.
 
Mr. LANTOS. I understand.
 
Mr. VELIOTES. We could get you-.over the recent years Libya has
bought billions of dollars' worth of equipment from the Soviets, supersonic aircraft, best tanks, et cetera.
 
[The information follows:] 

Total Soviet deliveries to Libya in 1981 and 1982 were just under $2 billion.
 
Mr. LANTOS. Would it be fair to say 
 that Libya's purchases ofmilitary equipment dramatically exceed Libya's own needs?
Mr. VELIOTES. Absolutely.

Mr. LANTOS. 
 Would it be fair to say that the Soviet Union in fact

is pre-positioning military supplies in Libya?
Mr. VELIOTES. That is a hypothesis, I couldn't--
Mr. LANTOS. Is it a valid hypothesis in your view, Mr. Secretary?Mr. VELIOTES. Thai suggests that the Soviets would be planningto man that equipment and I don't think we can leap to that. Thefact that there is equipment far in excess of Libya's needs and thatthe Libyans are looking for ways and means to destabilize theirneighbors and our friends and that at least some of this equipment 
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could be used in that respect, that would be more the way I would 
look at it. 

me commend you and the Department forMr. LANTOS. Well, let 
the recent action in countering the Libyan threat to the Sudan be

prompt, rational, appropriate,cause I believe that our action was 
and successful. 

Mr. VELIOTES. Thank you. 

U.S. AWACS TRANSFER 

Mr. LANTOS. Having offered, if you will, some praise, I have a 
question, Mr. Secretary. 

Why did we send the AWACS from Tinker Air Force Base in 
Oklahoma and not merely transfer them from Saudi Arabia? 

Mr. VELIOTES. Well, let me-I can give you one reason as to why 
we would not. 

reason then that is sufficient.Mr. LANTOS. If there was only one 
reasons, but I canMr. VELIOTES. There may be other technical 

weregive you one substantive reason. And that is those AWACS 
sent therp in a certain context, to keep watch over the gulf and to 
be, if y. .i will, part of a screen of protection of vital resources 
there. 

There is nothing in the current situation in that part of the 
world that would lead us to recommend that the President with
draw those aircraft. They should be there on station, they are 
needed there. 

Mr. LANTOS. There was no consideration given to the enormous 
financial savings that would have occurred had we merely moved 
the AWACS from over Saudi Arabia into the Libyan area? 

Mr. VELIOTES. I am sure that was considered, sir, in the context 
of the discussions but you weigh that kind of savings, which is real, 

someagainst the potential loss if the AWACS weren't there when 
thing starts. About 2 weeks ago, as I believe has been in the press, 
the AWACS did pick up an Iranian aircraft coming toward a very 
sensitive area. 

COOPERATIONMEMORANDUM OF STRATEGIC 

car-Mr. LANTOS. Mr. Secretary, yesterday's New York Times' 

ried a historically almost unprecedented document, an open letter 
130 of ourthe President of the United States, signed by mostto 

and admirals. Did you read thatdistinguished retired generals 
letter? 

Mr. VELIOTES. Yes, sir. 
Mr. LANTOS. Can you tell me, in essence (a) what in your view 

the message of that letter was and (b)whether you agree with that 
message. 

Mr. VELIOTES. Well, I think the message of the letter was a mes

sage of support or congratulations to the Israeli Armed Forces for 
their very effective performance against the Soviet air defe,,se 

as well as their effective use of weapequipment in Syrian hands, 

ons against Soviet armor in Syrian hands.
 

See app. p. 10. 
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That was part of the message. The second part was to describe itvictory for the Westas a and the free world and to move fromthere to a call to the President to recognize this contribution. And

underneath it was a coupon asking for funds.
 
Mr. LANTOS. Beyond 
 the coupon there was a reference, as Irecall, of moving toward a resuscitation of the memorandum ofstrategic cooperation which these distinguished admirals and generals view as in the U.S. national interest, with enormous ramifications for thv balance of forces in the NATO theater and with thepotential of reduced defense expenditures, if in fact these technological breakthroughs can be implemented.
I viewed those suggestions more important than the coupon, but 

we all read in our own way.
Mr. VELIOTES. Well, I am not attempting to denigrate or questionthe intentions of the people who signed the letter or the letter 

itself. 
As far as what is in the U.S. strategic interest, however, at anyone point in time, in the first instance militarily, I would have tobe guided by the judgments of those who are currently serving andwho have the responsibility.
Mr. LANTOS. No one questions, Mr. Secretary, the constitutionalauthority of those presently in power to make decisions.asking your view, as a specialist in the 

I am 
area, on a public lettersigned by over 130 distinguished retired admirals and generals onthe value to the United States of resuscitating the memorandum ofstrategic cooperation. Do you believe they are wrong, or do you be

lieve they are right?

Mr. VELIOTES. I believe 
 they have every right to express their

views.
 
Mr. LANTOS. That is not my question.

Mr. VELIOTES. And if and when the circumstances are appropriate then I would be prepared to address the other question. I don'tbelieve they are now and I would just as soon not address the ques

tion, sir. 
Mr. LANTOS. Thank you, Mr. Chairman. 
Mr. HAMILTON. Mr. Dymally. 

SOME CRITICISM OF FOREIGN AID TO ISRAEL HEARD 

Mr. DYMALLY. Thank you, Mr. Chairman.
Mr. Secretary, the week before last I held the first in a series ofcommunity forums dealing with the problems of jobs, social security, military expenditures and foreign aid. On the question of foreign aid I believe 95 percent of the people present at the city hallin Ca-son, Calif., thought I ought to vote against increased expendi

tures for foreign aid.
And for the first time in 3 years since I have been in that districtthere were some critical questions about aid to Israel. And the firsttime in 20 years that I have been in public life that those questions

were being raised publicly.
So these questions I ask you are based on the concern that isarising across the country, in particular my district, about thequestion of increased military expenditures, and foreign aid. 
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The Jerusalem Post reported earlier this year that Israeli De
fense Ministry officials estimated that the cost of the invasion of 
Lebanon until March 1983 would be $38.2 billion Israeli shekels 
corresponding to approximately $1.125 billion U.S. dollars. 

The President of the United States has called for the withdrawal 
from Lebanon of all foreign forces including Israel. He has de
scribed Israel's presence in Lebanon as that of an occupying power, 
thus putting them in the role of violating the Arms Export Control 
Act. 

In view of these facts, can we justify increased military assist
ance to Israel? 

Mr. VELIOTES. Mr. Dymally, first let me say that this is a very 
difficult year for all responsible legislators, given our own budg
etary stringencies with respect to all aspects of foreign assistance. 
We in the executive branch certainly recognize that. I recognize it 
perhaps as much as any because most of the bilateral assistance 
goes to countries in my area. 

It is going to be a difficult task but I don't believe we have any 
alternative but to continue to play the leadership role in the world 
that is expected of us and that, frankly, history has put us into. 
And that costs money. 

Specifically, with respect to assistance to Israel, the administra
tion has asked for a considerable amount of funds which is the 
same amount that we requested last year. So, sir, there is not an 
increase in this budget for Israel. 

Mr. DYMALLY. I believe my constituents were referring to the in
crease that the Senate put in last year. 

Mr. VELIOTES. I have to repeat that the administration was op
posed to that. We believe that the funds that we are proposing and 
which we proposed then were generous and that if the Congress 
were to support us this year the signal that would be sent would be 
a signal of strong support to Israel, not of lessened support, par
ticularly in an austere year. 

I could not agree with the proposal to increase the budget for 
Israel because given the budget realities that money would have to 
come from other programs that are very leanly funded, in some 
cases would destroy the programs altogether. Either we have to 
forgo policies, important policies in other parts of the world or we 
have to coie back to the Congress for funds. 

So we would ask that the Congress support us in this important 
level for Israel which I can support without reservation. 

UNITED STATES-ISRAEL AID RELATIONSHIP 

Mr. DYMALLY. I want to assess the aid relationship between the 
United States and our ally Israel. A great deal of disturbing evi
dence demonstrates that this aid is not contributing to building an 
indigenously healthy economy in Israel. In fact, evidence bears out 
the fact that Israel's economy is, pure and simple, insolvent at this 
time. 

In the last few years U.S. aid to Israel has fluctuated between 
$2.5 and $2.7 billion for a country with a population of approxi
mately 3.5 million. 
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Question: Could it be that at present the basic structure of theIsrael economy as it is dependent upon enormous amounts of U.S.aid will continue to be used in a way which does not produce astable and solvent economy or could it be the basic aid relationshipbetween the United States and Israel needs to be reevaluated untilIsrael can learn to spend onmost of its funds economic development instead of military assistance and using funds for develop

ment in the occupied territories? 
Mr. VELIOTES. Sir, I am sure that any economic analysis of theIsraeli economy will show weaknesses, will show problems, thewhole area of indexation; for example; whatever problems andweaknesses there are, it has been my experience that the Israeliofficials are well aware of them, they are trying to deal with them,

not exacerbate them.
I also feel that if the Israelis had their druthers they certainlywould spend the bulk of their budget and their funds on social, economic, and educational development rather than military projects.At this point they don't have those options. They must spend anenormous amount on the military. I forget the figures this year, itis 30 or 40 percent of their budget this year.However, the point you make is a good one and I think it is notjust Israel which is in this bind. Countries like Jordan would alsolike to find a way to stop spending enormous sums on guns. Andone important way to be able to do this is for people to take achance on peace, which is what we are trying to move the area

toward. 

RATIONALIZATION OF ISRAEL AID PROGRAM
 
Mr. DYMALLY. Aid to Israel between 1974 and 1982 which 
cameto a total of about $22.6 billion according to the GAO, that is twicethe amount the United States has given to the entire continent ofAfrica in a shorter period of time and 25 percent more than allU.S. aid to Latin America. With a very weak and indigenous economy, in fact virtually insolvent, how can we explain to our constituents back home, as well as try to rationalize to ourselves whygive so much aid weto Israel, which in comparison to other aid programs for other regions is astronomically high?

Mr. VELIOTES. Sir, I think in the context of what we are trying toaccomplish in the Middle East, the price tag is high and it is notjust for Israel. But we believe given the stakes that the results todate and the potential results in the future justify the cost.We are trying to create an unprecedented area of stability andsecurity which stretches throughout the Middle East over to the

Persian Gulf.
It is an area where we have friends, very close friends. It is anarea of geopolitical significance. It is also an area that has 70 percent of the free world's proven oil reserves.
This is what we are trying to accomplish. I wish I could tell youand your constituents today that next year or the year after wewili have accomplished it and canwe spend less overseas in this area for military assistance and perhaps cut the whole bill. I can't

tell you that. 
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I do think, however, that we do have some experience factor and 
the costs to us of military and economic assistance, trying to move 
the area toward peace is a bargain compared to what the cost 
would be to us and our allies if we were to fail. 

Mr. DYMALLY. The magnitude of U.S. aid to Israel has escalated 
dramatically in the past 10 years, while the terms have become in
creasingly concessionary. In 1972, official U.S. aid aggregated some 
$475 million, 88 percent of which was a loan. Today of the $2.5 bil
lion in official aid, over 60 percent or $1.5 billion is a direct grant 
which need not be repaid while the remainder is loans with 10-year 
grace periods, 20- to 30-year amortizations and at interest rates 
below market level. 

Given the concessionary terms the grant component of the loans 
is more than one-fifth, so that more than two-thirds of U.S. official 
aid is economically equivalent to grants. 

How can the United States afford to give so much money in view 
of our economic crisis in the United States; how can we continue to 
do it for a country that has rejected the President's peace initia
tives, stepped up its settlements in the occupied territories and con
tinues to remain entrenched in Lebanon? 

Mr. VELIOTES. Our aim is to create that kind of sense of security 
in Israel so that the Israelis will continue to take risks for peace. 

I think your questions are relevant questions. They are very good 
questions. There are no easy answers, except that we are at the be
ginning of a peace process which has been launched by President 
Reagan. We are only a few months down the road. It is too soon to 
draw conclusions about attitudes of any permanent, negative atti
tudes on behalf of the Israelis. 

As far as Lebanon is concerned, I have every confidence that the 
Israelis do wish to leave Lebanon. We are hopeful that in the near 
future we will have agreement there. Then we can move on to the 
broader peace process. 

I don't think it is accurate today to draw conclusions and say 
that what we are doing is financing attitudes that are opposed to 
American attitudes. That isn't fair. 

Mr. DYMALLY. Mr. Chairman, I know my time is up. I have one 
final question. 

The Jerusalem Post reported earlier this year that costs of set
tling each family in the West Bank is approximately U.S. $150,000. 
There are also reports that Israel is luring settlers into the occu
pied territories by subsidizing housing at prices cheaper than those 
found in Israel itself. Even though the United States has written 
agreements with Israel that they will not spend aid in occupied ter
ritories, can we not assume that by giving so much aid their money 
is freed up to continue settlements in the West Ban.k and the Gaza 
Strip? 

Mr. VELIOTES. In the sense that money is fungible, Mr. Dymally, 
I guess you could make that statement. We have no reason to be
lieve however that the Government of Israel has ever violated its 
agreements with us on the use of American aid funds. 

Mr. DYMALLY. Thank you very much, Mr. Chairman.
 
Mr. HAMILTON. Mr. Smith.
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ESF CASH TRANSFER 

Mr. SMITH. Thank you, Mr. Chairman.
Mr. Secretary, when you talk about money being fungible, firstof all, let's clear up some misunderstandings that I may have.The $785 million in ESF is cash transfer, but it is really basicallybacklogged against commitmenta to buy American goods for agreater amount than that. Isn't that so? In fact Israel does that 

every year.
 
Mr. VELIOTES. Yes, sir.

Mr. SMITH. So in 
essence that $785 million is basically not fungible because it is not there to promote settlements and couldn't beused that way, could it, because they never get their hands on their 

money, do they?
Mr. VELIOTES. Yes, they do. The money is transferred into a bankaccount here in the United States.
 
Mr. SMITH: Which then gets paid out for American goods.
Mr. VELIOTES. We can't indicate that our funds are used for purchase of U.S. goods and other funds are used to buy services, paydebts and so forth. Funds cannot be distinguished by source. 

USE OF FMS FUNDS
 
Mr. SMITH. 
 The second thing on military assistance-doesn't thatat this time pay for many types of military goods purchased from

the United States? 
Mr. VELIOTES. Most of the funds are used for the payment ofgoods made in the United States. 
Mr. SMITH. Then those fungible dollars are not fungible either,are they, because they never turn into cash which could be used tofinance West Bank settlements. Is that correct? 
Mr. VELIOTES. It is used for the purchase of--Mr. SMITH. So we have effectively dealt with most of the dollarsfrom the United States in foreign aid in terms of its financing WestBank settlements or any other, have we, it is not as fungible as it

would appear is it? 
Mr. VELIOTES. FMS funds are used for payments for goods madein the United States regarding cash transfers, I need to reiteratemy previous response. The funds cannot be distinguished by source. 

ISRAEL ACTIONS IN LEBANON
 
Mr. SMITH. Thank 
 you. That clears up something I had some

problems with.

Would you say that the Israeli expedition in Lebanon has created
a better or worse climate in political and military situations inLebanon itself which would be more or less conducive to ultimateinternal stability and peace in Lebanon and for ultimate peace inthe Middle East? 
Mr. VELIOTES. I am not sure. I don't think the returns are in yet.On the surface the results of the Israeli action, which had somecost not only to Israel but to others, are that there should be greater chances for stability in the context of meaningful unity, sovereignty for Lebanon, ready and willing to live in peace with itsneighbors. If that should happen, and that is what we are striving 
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for, if that should happen that act by itself would lead to stimulus 
of the broader peace process, then I would agree that the overall
the net impact of the Israeli invasion was a plus, a big plus. 

Mr. SMITH. Let me ask you then, although you say the returns 
aren't in and you are not certain personally, hasn't the administra
tion proposed a large aid package for Lebanon which has never 
been proposed previously on the grounds that basically there is 
now an open door and the possibility does strongly exist for peace and 
stability coming to Lebanon, and wouldn't you say that is fairly at
tributable directly to the operation of Israel in Lebanon? 

Mr. VELIOTES. Yes. But this iS-Only gong to e proven if and 
when we get agreement for withdrawal of foreign forces under 
terms that are consistent with the self-respect and internal stabil
ity of Lebanon and we are not yet. 

Mr. SMITH. Is the aid program being requested by the adminis
tration contingent upon the withdrawal of all the forces? 

Mr. VELIOTES. I will be before the committee supporting the Leb
areanese supplemental on the assumption that these good things 

going to happen. 
Mr. SMITH. I think right now overall the climate seems to b, that 

the operation has lent certainly the impetus to stability and inter
nal security and the United States as well as other countries seem 
to be operating on that theory. Doesn't it seem rather odd at this 
juncture then to talk in terms of cutting back last year's aid to 
Israel when in fact Israel spent so much and it cost so dearly, not 
only to Israel but to other countries as well for the military oper
ation as well as the continuing operations both in dollars and in 
lives? Why is this administration now coming and recommending 
against maintaining last year's funding levels? I find that rather 
an ambiguous kind of position, even though you did last year rec
ommend against increases. 

We do see some very positive signs as to what happened. And dis-
Israel from the dollars which were necessary toenfranchizing 

effect that substantial gain in the possible move toward total peace 
in that area seems to be punishing rather than being evenhanded. 

Mr. VELIOTES. Sir, I wasn't aware that when the Congress raised 
the grant component last year by $200 million the purpose was to 
underwrite the Israeli operation into Lebanon. 

Mr. SMITH. That is not my question. 
Mr. VELIOTES. I wanted to clarify that because in the record it 

could have---
Mr. SMITH. That was not implicit in my statement, either. 
Mr. VELIOTFS. No, sir. Look, we in our view, in the view of 'he 

administration we are not asking for less money for Israel than 
last year; we are asking for the same amount. We disagreed with 
the Congress when the Congress raised the grant component. We 
would disagree this year, not because we are trying to punish 
anyone, but because we believe that the amount that we have rec
ommended, which is $2.485 billion, is generous and is certainly suf
ficient to support our policy of support for Israel. 
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USE OF ESF FUNDS 
Mr. SMITH. Let me get to something else. ESF. You are back atthe same level of $785 million which has been the Ilevel for quitewhile. If in fact amost of that is committed to b,:y American goodsand with looking in terms of diminished buying power over the lastfew years and the fact that much of this money will be spent in theUnited States, in fact all of it will be spent in the United Statesand eventua&y will create jobs and stimulate some of the economythat we are trying on some other fronts, why does the administration continue to stay on that figure of $785 million, rather thantake into account inflation, increased costs of goods, increased costof doing business, as Mr. Lantos I think talked about, or the chairman, the cost of the American bottoms opposed Israelito ships?Why is there this continual drive to stay at the level that has been

eroded considerably?
Mr. VELIOT:S. It is a practical issue, primarily in that we havebudgetary problems in this country as well. Other pro rams arebeing cut back. We are trying to maintain the Israeli pograms atvery generous levels. It is probably not as high as Israeli budgeterswould like, but we believe they are as high as the realities of our own budgetary problems would allow. That and our desire to run programs elsewhere in the world.
You have, given the budget problems, also congressional attitudes, we are in a zero-sum game. We take $200 million and put ithere, it has to come from somewhere, and we have no programs totake it from. So we come up with supplementals.
Mr. MISHELOFI. Permit me to add just a word to that.
Clearly the Israelis could use more, but by 
 the same token oureconomic assistance is designed as balance-of-payments support. Ithink our reading of' the current, Israel's current balance of payments requirements and our projections for next ofthe coupleyears is such that it appears to us that $785 million is quite suffi

cient. 
Mr. SMITH. Just two short questions that may have been coveredin previous meetings. Secretary Shultz indicated in response to oneof my questions that the F-16 matter was under advisement. Thatcommitment was made quite a while ago. Is there any, in the short
term, hope a
of seeing resolution of that "advisement problem"since it was a commitment rather than something they are asking

for now? 
Mr. VELIOTES. I think the answer to your question is yes, but Ican't tell you when. This really is with the President and the

White House. 

SAM 5'S IN LEBANON 

Mr. SMITH. And the final thing is to follow up on the question ofMr. Lantos. Do we have any indication that SAM 5's are being
placed in Lebanon? 

Mr. VELIOTES. No, sir. 
Mr. SMITH. None yet?
Mr. VELIOTES. No, sir. I wouldn't expect them in Lebanon, no, sir.
Mr. SMITH. On what basis ,ould you not expect them in Leba

non? 
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manMr. VELIOTES. It would be very difficult for the Soviets to 
them in Lebanon. fhe Soviet commitment was traditionally to Syria 
proper.
 

Mr. SMITH. Do you think that the placement of the SAM 5's in 
Syria bodes well for a bilateral nonphased withdrawal from Leba
non of the Syrian forces? 

Mr. VELIOTES. I think it could turn out to have no relevance to it, 
but we will have to see. Certainly we would be terribly concerned 
and we have made this clear to the Soviets, if by their action they 
were the agents for frustrating agreement on the withdrawal of 
foreign forces from Lebanon. 

Mr. SMITH. Thank you. 
Mr. HAMILTON. Mr. Levine. 

ADMINISTRATION REQUEST FOR ISRAEL 

Mr. LEVINE. Thank you, Mr. Chairman 
We have so many Democrats on this side of the table that the 

mike doesn't stretch all the way over here. 
Mr. Secretary, my congressional district borders that of my col

league from California, Mr. Dymally, and the nature of the ques
tions that I received from my constituents across the street from 

I would like to pursuehis constituents are quite different. And 
some of the questions akin to those that I get from my district. 

Mr. DYMALLY. Will the gentleman yield? I must advise the Secre
tary and the chairman both of whom know L.A. County that Mr. 
Levine represents the high-rent district. 

Mr. LEVINE. High rent district. We could get into a lengthy anal
ysis of congressional districts. 

Suffice it to say that some of my district was represented by Mr. 
Dymally as recently as 3 months ago and in his graciousness in 

.oterms of the reapportionment process made it possible for me 
represent some of the people who have been asking me some of the 
questions that i am about to try communicating to you. 

The nature of these questions really cuts to the issue of what 
appear to be cuts in our foreign assistance to Israel and I guess the 
first series of questions I would like to ask you pertain to the issues 
that you have already discussed briefly both with the chairman 
and with my colleague from Florida. Maybe we are dealing with 
semantics, but maybe with a fundamental issue when you indicate 
in response to the chairman, that you don't understand the rel

evance of his question with regard to whether or not your proposal 
is maintaining last year's level of proposals. 

I don't want to get into a semantic excursion at great length, but 
can cor-I understand the process-and I am new here and youas 

particular prorect me if this is wrong-last year you did make a 
posal, that after you made that proposal Congress significantly in

creased that proposal, and to come back with the proposal that you 

suggested from last year, appearing to completely ignore Congress 

response strikes me as essuntially saying what Congress does in for
only go back to what the administraeign policy is irrelevant, we 

retion requested and we should utterly ignore the fact that this 

quest is in fact a couple of hundred million dollars less than Con

gressional authorization and appropriation. 
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Can you explain to me what I am missing in that understanding?Mr. VELIOTES. Yes, sir. When testified againstsional action 

we the congreswe argued that this would cut very heavily into otherprograms, programs that we could not afford to seek cuts in, sincewe are trying to run a worldwide program, not just a Middle Eastprogram, certainly not just an Israeli program.
Congress made its decisions, forcing the administration to ask for 

a supplemental.
I don't think that the executive branch in coming back with abudget which it believes is thoroughly responsive to Israel's needswithin the realm of what is available should be seen as taking anyform of an arrogant posture vis-a-vis the Congress, r, ignoring the

Congress.

All we are doing is telling you that this is 
our best judgment.You may or may not agree with us, but that doesn't mean we don'tfeel we have a responsibility of proposing and defending our bestjudgments. That is all I am doing here today, sir.
Mr. LEVINE. I guess as a 
 new member of this subcommittee Ishould just go on record as saying that it is frustrating to me tohear an administration emphasize maintaining levels, maintaininglevels of support, et cetera, which ignores the fact that what thisdoes amount to is a significant cut. It may be a maintenancesomething you proposed, but it is a significant cut in terms of what

of 
occurred. And I haven't been here long enough to understand thesubtle ramifications of diplomatic language, but it is difficult to un
derstand all of those. 

Mr. VELIOTES. No, sir, it is not subtle, we just disagree. 

COST TO ISRAEL FOR OIL PURCHASES
 
Mr. LEVINE. Let me ask you about a few 
 specific items thatwould be relevant I would think to determining how much assistance Israel will need. First of all, subsequent to the Camp Davidagreement, do we have an analysis of how much money this agreement has in essence cost Israel in terms of purchasing oil from the
oilfields that Israel relinquished?

Mr. VELIOTES. We certainly do have the figure. Do you have it?Mr. MISHELOFF. The oilfields which Israel returned to Egypt inconjunction with peacethe with Egypt, supplied approximately,

40,000 barrels of oil pe,'day.

I haven't worked out the arithmetic in terms of what the current


value of that is.

Mr. VELIOTES. Probably between $400 and $500 million a year. I 

am guessing.

Mr. LEVINE. Perhaps you could supply those figures.

[The information follows:]
 
While it did not '-im sovereignty over the Sinai following the 1973 war, Israel,beginning in 1977, nu, the Shaab Ali field (formerly the Alma field) into productionfor its own account. Israel returned the field to the Government of Egypt on November 25, 1979, in compliance with its commitments under the Egyptian-IsraeliTreaty of March 26, Peace1979. Prior to withdrawal, Israel had been producing approximately 40,000 barrels of oil per day-about one fourth of its total oil consumptionfrom the field. From November 1979 through February 1983, the cost to Israel ofimporting that quantity of a similar-grade Egyptian oil amounted to $1.6 billion. Asis evident from the table below, declining oil prices began in 1982 to reduce the costto Israel of replacing with imports the 40,000 barrels/day that it had produced inthe Sinai. 
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Amoco, which operates the Shaab Ali field as a portion of its concession ini Egypt, 
has followed a more conservative depletion policy than did Israel. We estimite that 
$1 billion worth of oil has been taken from the field since it reverted to Egyptian 
control. The field has produced 30,000 barrels per day since 1982, but output was 
considerably lower in 1980-81. 

Estimated Value of 40,000 Barrelsper Day Gulfof Suez Crude Oil 

[Total dollars in millions for the period indicated) 

N ovem ber 25 to Decem ber 1979 ................................................................................. 48
 
500
198 0 ................................................................................................................................... 

526
1981 ................................................................................................................................... 

476
1982 ................................................................................................................................... 


January and February 1983 ........................................................................................ . 71
 

Total (November 1979 to F'tbruary 1983) ........................................................... 1,621
 

COST TO ISRAEL OF RELOCATING MILITARY BASES 

Mr. LEVINE. I am interested in knowing how much Israel was re
quired to expend in terms of relocating military bases subsequent 
to the treaty. 

Mr. VELIOTES. Right. 
Mr. MISHELOFF. By Israeli estimate, the total relocation cost was 

something on the order of $5 billion, of which under the 1979 and 
1981 special redeployment package approved by the Congress we 
provided $3.2 billion. 

Mr. ILZVINE. Those are accurate figures? 
Mr. MISHELOFF. Well, they are as close as we can come. Certainly 

the $3.2 billion is accurate. As to the global figure that is an esti
mate. 

Mr. VELIOTES. If you will ask us your questions we will give you 
what answers we can and we will still follow up in the record. 

[The information follows:] 
The Government of Israel estimated at the time of the conclusion of the treaty 

that relocation of the military bases would cost about $3.6 billion. Following discus
sions with the Government of Israel, the Administrvtion proposed and the Congress 
enacted various authorizations and appropriations to provide $3.2 billion in U.S. fi
nar.cing in support of the relocation expenses. 

Two of the three military bases concerned were rebuilt by the U.S. These two 
bases have been completed and final cost estimates indicate total expenditure o' 
$1.077 billion rather than the $1.04 originally projected. Completion of the third 
base, being constructed by the Israeli Government, has been delayed. We have 
heard from some Israeli officials that the original Israeli estimates did not take ade
quate account of inflation particularly in light of delays both intended and unavoid
able. We have seen no definitive recalculation, but various Israeli officials have 
cited a figure of about $5 billion for the potential total costs. A final accounting is, 
however, not yet possible. 

Mr. LEVINE. I would appreciate that followup. 

SAM MISSILES IN SYRIA AND ISRAEL'S SECURITY NEEDS 

Second, do you in your analysis factor in the SAM missiles in 
Syria? Do you believe that alters your analysis with regard to Isra
el's security needs in terms of the aid that we provide? 

Mr. VELIOTES. I think the answer to that is that we try to factor 
as to what that particularin everything. I would have to check 

requires more in the way of heavy expenditureweapon system 
hardware or something else. I suspect it is something else, but cer
tainly this is a new element. 

Mr. LEVINE. You wouldn't think this new injection of SAM mis
siles and advisers would require any additional assistance in terms 
of aid to Israel? 
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Mr. VELIOTES. I don't want to really pronounce on that. I am not 

a technician.
As I say the new electronics usually require other new things.
Mr. LEVINE. I would be interested. 
Mr. VELIOTES. How much that would be, I don't know. 
Mr. LEVINE. I would be interested in a followup to that as well.
Mr. VELiOTES. Some of this would have to be classified.
 
Mr. LEVINE. That is fine.
 
[The information follows:]
 

No. While the introduction of new missiles is troubling, it does not represent a 
major shift in capability that would require new assistance programs to offset it. 

IMPACT OF OTHER MIDEAST ARMS SALES ON ISRAEL'S SECURITY 

Mr. LEVINE. During this administration there has been a significant increase in arms sales to other parts of the Middle East and Iam curious as to how you analyze the impact of those arms sales toother nations in the Middle East in terms of Israel's security needs. 
Mr. VELIOTES. Would you like something for the record whichanalyzes and lays them all out? Because each time we make amajor weapon sale before we make an interagency decision on itand we are talking here about Arab countries, we do factor in theimpact on the balance. Essentially technological or qualitative bal

ance is the problem we are looking at.And the decisions that we have made during this administrationand submitted to the Congress that have been controversial-thereis only one, the AWACS, that I am aware of'-we went into this in 
very thorough detail.

There may be some other weapon systems that don't come readi
ly to mind. 

Colonel MCKALIP. That is the major one that has been a factor. 
Mr. VELIOTES. Improvement of the F-15's.

Colonel MCKALIP. 
 It did figure into the increase recommended bythe administration. 
Mr. VELIOTES. And actually, I should note on that that one of theresults of our having come to the conclusion that we should goahead with the AWACS and the F-15-what was the phrasa-enhancement project, was that we should offer Israel an extra $600million in military credits over a 2-year period to help compensatefor this. And they indicated to us at that time that they probably

would buy some additional aircraft. 
Mr. LEVINE. I would appreciate that for the record.

Mr. VELIOTES. Let us take a look at it.
 
[Ti-e information follows:]
 
Our policy of selling military equipment to moderate Arab coultries reflects suchfactors as: (1l the legitimate security needs of each of those countries vis-a-vis bothexternal threats and those within the region; (2) the traditional U.S. commitment toIsrael's security and well-being which includes helping Israel to maintain its qualitative military superiority; and 1ij our overall desire to avoid the danger of an uncontrolled arms race in the Middle East.

Our commitment to Israel's qualitative edge is fulfilled through
Israel with state of the art our providingwrlitary equipment. This commitment ourstems fromrecognition that Israel cannot compete on quantitative terms with the military arsenals of its Arab neighbors. In analyzing individual arms transactions we, therefore,look carefully at the impact military stability andon the technological balance irthe region bearing in mind factors such as techni:al and operational capability andthe availability, difficulty, cost, and necessity of countermeasures. 
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AWACS TRANSFER 

Mr. LEVINE. As long as you mentioned the AWACS sale, to follow 
up a prior question with regard to the transfer of the AWACS, I 
believe it was Mr. Lantos' question, did you explore with the 
Saudis the idea of transferring the AWACS that is in Saudi Arabia 
to Libya? 

Mr. VELIOTES. I will have to check on that. 
Mr. LEVINE. Do you know whether we asked the Saudis and they 

refused? 
Mr. VELIOTES. Let me check on this. I don't think that is the way 

things work on this. 
Mr. LEVINE. I would appreciate that. 
[The information follows:] 
The question never arose. The AWACS in Saudi Arabia are carrying out an im

portant mission that we would not wish to disrupt. 

Mr. LEVINE. I understand my time is up. 
Mr. VELIOTES. I would have opposed transferring the AWACS. 
Mr. LEVINE. That wasn't my question. My question was did we 

ask the Saudis and if so how they responded. 
Mr. VELIOTES. We don't have that. We will find out for you. 
Mr. HAMILTON. Mr. Torricelli. 
Mr. TORRICELLI. Mr. Chairman, in my district I get an extensive 

number of questions about American policy to Italy and since that 
is not at issue here I feel completely free, all of my questions here 
are my own. 

Mr. VELIOTES. Go ahead, I speak Italian. 

UNITED STATES-ISRAEL DATA SHARING AGREEMENT 

Mr. TORRICELLI. When Secretary Weinberger met with us, we 
had extensive conversations concerning any agreement that might 
be forthcoming between the United States and Israel concerning 
knowledge gained by the Israelis in Lebanon. He said that the offer 
that was made by the Israelis, which as I understand it was ini
tialed by American representatives in Israel, was not acceptable at 
this time. 

Can we expect something to come from the administration, a 
counter proposal so that we can quickly get agreement and get 
access to all that information? 

Mr. VELIOTES. We can expect a counter proposal. Whether that 
leads very quickly to agreement, I don't know. 

Mr. TORRICELLI. But there will be an administration counter pro
posal. 

Mr. VELIOTES. Yes, I am sure of that. 
Mr. TORRICELLI. When do you think we will see that? 
Mr. VELIOTES. In the near future. 

SAM 5'S IN SYRIA AND IMPACT ON POSSIBLE AMERICAN AIRLIFT TO 
ISRAEL 

Mr. TORRICELLI. Let me ask you this: The question has been 
asked concerning the SAM 5's in Syria. One of the aspects of it 
that I have not seen explored yet is in your opinion, understanding 
that you are not a technician, do the SAM 5's, not only pose a 
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danger to American carrier planes, but would they in any wayjeopardize a future American airlift to Israel if we had a situation,again, where America had to resupply Israel by air? Does therange and capability of these new SAM missiles jeopardize thatkind of operation seriously?

Mr. VELIOTES. I would have to take a look at the technical characterization and some other things. I would like to submit that for
the record.
 

Mr. TORRICELLI. I would appreciate that knowledge. I wonder ifthe Colonel feels capable on that question.
Colonel McKALIP. I would be hesitant to move into that, sir,without checking the classification. So I think we should submit

that for the record. 
Mr. TORRICELLI. Fine. 
[The information foilows:] 

The range of the SAM missiles would pose some danger to airfields in northernIsrael. It is also true, however, that there are airfields in southern 1,rael, outsidethe range of the missiles, which could be utilized in such an eventuAlity. 

RATE OF DEBT FORGIVENESS FOR EGYPT COMPARED TO ISRAEL 
Mr. TORRICELLI. Mr. Secretary, third question.a I understandthat the portion of debt forgiveness now, although we have tried tomaintain some equity between 'srael and Egypt in assistance, hasadvanced faster for Egypt than it has for Israel; it does this year.One, I would like your explanation of whether or not you considerthat the case, whether proportionately the debt assistance forEgypt has moved faster and, second, if'that does not in some wayundermine our attempts to appear to be dealing fairly and equitably with Israel and not coercively, because we are currently in an 

era, a time of disagreement.
Mr. VELIOTES. The word proportionately gives me a little bit oftrouble because the Egyptian debt forgiveness started from zeroand has moved up. In 1982 it is 200, then it has come up to 425. Ithas increased proportionately.
Mr. TORRICELLI. So the rate of debt forgiveness for Egypt has 

been greater.

Mr. VELIOTES. Yes. I would like to enter, I don't want to call it anobjection, but I always find myself on the other side of this argument, arguing that the Egyptian program should be looked at onits own merits and not with respect to the American-Israeli program. I happen to believe that.
 
Mr. TORRICELLI. I upderstand that.
 
Mr. VELIOTES. 
 I thiihk it is true also in the Israeli program.

Mr. TORRICELLI. My concern 
is that the administration's credibility in arguing that in difficult economic times there must be restraint on Israel would have considerably more weight if not forthe fact, as you said, that there is rapid advance in debt forgivenessto Egypt since seemingly it is all coming from the same pot. 

U.S. AIl COM.MITMENT To ISRAEl, 

Finally, sir, my question would be not to the substance but as tothe perception of American assistance to Israel. By that I meanwould like your reaction if you were sitting today in Tel Aviv in a
I 

18-551 0-83--4 
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warsituation where this year debts from purchases after the 1973 
areached their peak, the rearmament of Israel, where there was 

$1.4 billion expenditure in Lebanon, some of which at least in my 
some of our foreign policy objectives, a need now tojudgment met 

counter because of the delivery of F-15's to Saudi Arabia, to 

counter in some way the future prospects of AWACS, all these 
forces coiverging on Israel this year, and this is the year when the 

United Sates takes a step back, in difficult economic times in 

Israel. 
We can debate the merits of it but wouldn't it appear to any rea

sonable observer that this is an attempt by this country to exercise 
of Israeli policy decisions?some coercion, to get into the merits 

And isn't it a sad coincidence in time for the state of' Israel? 
Well, you know only, sir, if you would consider aMr. VELIOTES. 

proposal, a proposed level of assistance of $21/2 billion as some kind 
of a sanction. I really can't accept that. I think that this is a strong 
vote of confidence in our relationship. I have no doubt there are 

more. I can unthose in Israel who will say they wish it had been 
derstand that. 

not only in absoluteMr. TORRICELLI. But assistance is measured 
dollars but in need. There is a mounting need and a decelerating 
amount of money, of help. And my question to you is: We have got 
a problem here not just in real terms of dollars but in demonstrat
ing a continuing level of American commitment regardless of do

mestic political decisions in Israel or their foreign policy. 
We have made that commitment to Israel. Isn't it a fact though 

in Israel it would be hard to see the substance ofthat if you were 
that commitment in this that now we appear to disagree with some 
Israeli policies and for the first time our aid demonstrates that dis

concerned about the credibility of America's comagreement? I am 
mitment. 

proposingMr. VELIOTES. And I believe that the amount we are 

carries with it very much credibility. I don't see where this is a 
negative signal at all. 

Mr. TORRICELLI. Thank you, Mr. Secretary. 
Mr. HAMILTON. Mr. Zschau. 

TO ISRAEL AND THE PEACE PROCESSCONDITIONS ON AID 

Mr. ZSCHAU. Thank you, Mr. Chairman. 
you indicated thatMr. Secretary, in your prepared statement 

there are two goals that we have for our policies in the Middle 
East, particularly for our assistance. One is security for the nations 
and the other is commitment toward achieving peace. 

I can see clearly how giving aid, both military and economic aid, 

can improve the security situation in Israel, to -trengthen its abili
ty to develop itself and also to strengthen its eco, -my. 

On the issue of peace, however, I have this question: Are there 

any conditions that we associate with the giving of our aid, either 

military or economic, that wold guide Israel in either taking 
action that is in the direction of achieving peace or avoiding action 

that is in the direction of' further conflict? Are there any conditions 
at all that we associate with our aid? 
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Mr. VELIOTES. No. There are no conditions in that sense. I thinkthere are some implicit assumptions. That is, assistanceour toIsrael, which as I said in my statement, is the material, the tangible manifestation of our support for Israel, that the American relationship and that the aid that that represents as well would encourage Israel to move toward peace. In order to take some risksfor peace Israel has a right to be secure. In order to take somerisks for peace, Israel should feel secure, perhaps supersecure is re

quired because of the past.
I would say we have this assumption, in that we share this goal,that long-term security for Israel really cannot be found in military

strength alone. 
Mr. ZscHAU. You are addressing there the issue of security. Butmy question really pertained to the issue of peace, moving towardthe ultimate objective in the peace process. And I guess the answerto the question is "No," there are no conditions that would require

Israel to take certain steps.
Mr. VELIOTES. No, there are no conditions but there are assumptions that we are sharing-which I think are valid assumptionsthat we and Israel share a common goal, and that is that securityand stability of the area, also for Israel, in the long term can onlyreally be found in a combination of military strength and peace

with its neighbors.
So in that sense there is an assumption underlying the overallrelationship, not just 1 year's appropriations.
Mr. ZSCHAU. In your opinion, do you think there should be conditions that might hasten the objectives of the peace process attached 

to the foreign aid? 
Mr. VELIOTES. Well, you raise an interesting question as towhether or not conditions would hasten. I think at this point Iwould settle for the assumptions that we share and the policy goals

that we share. 

ISRAEL'S ATTITUDE TOWARD PRESIDENT REAGAN'S PEACE INITIATIVE 

Mr. ZSCHAU. What is your assessment of Israel's attitude toward
President Reagan's peace initiative?
 
Mr. VELIOTES. Well, the Israeli Government has pronounced
itself as negative to the peace initiative. The grounds have varied.
But most often this opposition is based 
on a claim that it violates


Camp David, which it doesn't.
The objection is probably based on the fact that after almost 4years we finally decided that in part we would explain publiclywhat the United States meant by a transitional regime and whatour policies would be in negotiations on some of the key issues of
final status and peace.

We made very cl mr at the time and we said since then that thisis nothing new, it is not a violation of anything; it is just finally wedecided we should do what our Egyptian and Israeli partners havebeen doing for some years, which is speaking out on their views.And more importantly that this was required in order to give anew credibility to the Camp David process and we think it has
done that. 
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PROCESSISRAELI SETTLEMENTS AS AN OBSTACLE TO THE PEACE 

Mr. ZSCHAU. One of the provisions, as I understand it, in the 
President's peace initiative was that there would be a halt in the 
settlements on the West Bank. And, as I understand it, that has 
not occurred, that is, they have continued to expand. 

In your opinion do you feel that that is an impediment toward 
making progress in the peace negotiations? 

Mr. VELIOTES. There is no question about it, because the settle
ments are viewed as the concrete manifestation of the Israeli Gov
ernment lack of good faith in subsequent negotiations. That is how 
they are perceived out there. And this causes major problems. 

Mr. ZSCHAU. Since we are giving the aid in order to achieve prog
ress in peace in the area, wouldn't it make sense to associate with 
the aid some modest condition like a halt in the settlements policy, 
if that is an impediment toward achieving peace? 

Mr. VELIOTES. I hear you, but at this point I would think I would 
settle for the common assumptions that we are sharing policy 
goals. 

Mr. ZSCHAU. I have no more questions, Mr. Chairman. 
Mr. VELIOTES. Mr. Chairman, I should say that in a sense until 

or unless we have other Arab partners declaring their willingness 
to come to make peace with Israel, we won't be able to judge what 
the Israeli Government's reaction or the Israeli public's reaction 
will be to the President's peace initiative. 

Based on my own experiences in Israel and elsewhere in the 
area, the prospect of real peace rather than theoretical or rhetori
cal peace is pretty powerful medicine. This is why we are counting 
on King fluisein making an early decision and announcement. I 
think you will see some major changes at that point. 

FOREIGN TROOP WITHDRAWAL FROM LEBANON 

Mr. HAMILTON. I will say to my colleagues that on the second 
round of questioning we will go 5 minutes at a time, following the 
same order of the first. 

Mr. Secretory, just a few general questions. 
Do you think we have a chance of getting a withdrawal agree

ment in Lebanon within the next month? 
Mr. VELIOTES. Yes. 
Mr. HAMILTON. Will you predict it? 
Mr. VELIOTES. I can state my personal expectation. 
Mr. HAMILTON. That is good enough. And the answer is yes? 
Mr. VELIOTES. Hopefully, yes. 
Mr. HAMILTON. Hopefully we will have agreement within the 

next month, is that--
Mr. VELIOTES. I would think so. 

U.S. POSITION ON ISRAEL POSTS IN SOUTHERN LEBANON 

Mr. HAMILTON. All right. 
Is the United States opposed to a permanent presence of Israeli 

personnel manning the posts in south Lebanon? 
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Mr. VELIOTES. Yes, because it is unacceptable to the Lebanese
and it has been made clear in a variety of ways that this would
preclude Syrian agreement to withdraw. 

Mr. HAMILTON. What did the President mean the other day whenhe was talking about guaranteeing the security of Israeli's north
ern borders? What does he have in mind? 

Mr. VELIOTES. Strengthening the security and insuring that tothe extent possible that there would be no infiltrations, no terroristattacks mounted through south Lebanon, it was in that sense. 

ADDITIONAL AMERICAN TROOPS FOR THE MNF 

Mr. HAMILTON. Do you anticipate that the administration will berequesting additional American troops for the multinational force 
there?
 

Mr. VELIOTES. It is too soon to make that, even, assumption. Itcould happen, but I am not prepared to make that prediction.
Mr. HAMILTON. I certainly have the impression in looking at Mr.

Weinberger's as well as the President's statements that they areanticipating that the United States will furnish more troops to the
multinational force. Is that an inaccurate impression?


Mr. VELIOTES. No. I have read the same things you have 
 read,Mr. Chairman. I think there would be a willingness, dependingupon need, mission, time; there are a lot of unanswered questionsbefore I could give any considered answer to that question. 

U.S. POSITION ON ISRAEL-LEBANESE PEACE TREATY 

Mr. HAMILTON. Do we oppose the signing of an Israeli-Lebanon 
peace treaty at the present time? 

Mr. VELIOTES. At the present time we withagree the Govern
ment of Lebanon that were they to do this, they would destroytheir internal consensus, you would have no peace, you would have 
no stability and Israeli's northern frontier would be the first to feel
this, over time. It is premature, but it is a goal we share. 

THE VILLAGE LEAGUES
 

Mr. HAMILTON. Could you comment on the Israeli policy of building up the Village Leagues, as Palestinian groups, as opposed 
 to
the PLO, for example.


Mr. VELIOTES. 
 Well, it is clearly designed to be an alternative
leadership for the West Bankers. 

Mr. HAMILTON. Is it? 
Mr. VELIOTES. Not to any great extent as far as we can deter

mine. 

POLITICAL SUPPORT ON THE WEST BANK FOR THE PLO 

Mr. HAMILTON. Do you think that the political support of the
FLO in the West Bank has declined since the Israeli invasion of 
Lebanon?
 

Mr. VELIOTES. No, but I do believe that the West Bankers, sincethe President's peace initiative, have shown an impatience to moveahead into the peace negotiations and that is an issue that the-Iwould associate the Gazans with this. You are talking about per
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haps 1.2 million people. That is quite a few Palestinians that the 
PLO have to take into consideration when they make their deci
sions. 

JORDAN'S ENTRY INTO THE PEACE PROCESS 

Mr. HAMILTON. Do you think the Palestinians in the West Bank 
would accept a confederal relationship with Jordan? 

Mr. VELIOTES. Absolutely. 
Mr. HAMILTON. Are you encouraged that King Hussein will join 

the peace process? I think he set a date, didn't he, March 1st by 
which he will respond. 

Mr. VELIOTES. Actually he has clarified that saying that for him 
March is the key month. I am hopeful that he will be able to--

Mr. HAMILTON. You have a lot of hope this afternoon, Mr. Secre
tary. 

Mr. VELIOTES. Absolutely. If you are not optimistic you are never 
going to accomplish anything in this area, Mr. Chairman. 

DE FACTO ANNEXATION OF THE WEST BANK 

Mr. HAMILTON. Is it your opinion that you now have a de facto 
annexation process taking place on the West Bank? 

Mr. VELIOTES. Process, yes. 
Mr. HAMILTON. How long do you think that process can go for

ward before any chance for the peace talks is rubbed out? 
Mr. VELIOTES. This is very hard to say. The more land that is 

fenced in, the more settlements that are put in, this all moves the 
process along. 

Mr. HAMILTON. We have all been, I think, disappointed at the 
pace of the Israeli-Lebanese negotiations over troop withdrawal, 
that they have not proceeded more quickly and some people are 
now saying that that negotiation ought to be decoupled from the 
negotiation on the West Bank and Gaza. How do you feel about 
that? 

Mr. VELIOTES. Well, w- have never linked the two. 
As a matter of fact, v.o have always stated that we saw Lebanon 

and the peace process moving along parallel tracks. 
Mr. HAMILTON. As a practical matter, can we get to the West 

Bank negotiations before the withdrawal question is resolved? 
Mr. VELIOTES. As a practical matter you can actually engage in 

the West Bank negotiations in part because many of the energies 
of those in Israel and elsewhere that would have to go into the 
West Bank negotiations are currently consumed in Le t anon. But 
there is no reason why we can't have the new players announce a 
willingness to negotiate day after tomorrow. Lebanon doesn't 
impact on that. 

Mr. HAMILTON. Mr. Lantos. 

NORMALIZATION AND TROOP WITHI)RAWALS 

Mr. LANTOS. Thank you, Mr. Chairman. 
Mr. Secretary, as I understand it, the two basic remaining issues 

vis-a-vis Lebanon are troop withdrawal and normalization.
 
Mr. VELIOTES. Yes, sir.
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Mr. LANTOS. May I deal with each of these? The administration
has been accused of many fetishes. Let me accuse the administra
tion of one more fetish. I would like to call it a zero fetish. The zero-zero option in the Geneva negotiations is not being viewed very seriously abroad because clearly some compromises will have 
to be made there. And with respect to troop withdrawal, in your
own statement you talk about our commitment to achieve complete
withdrawal of foreign troops.

I want to deal with the word complete. What is your rough esti
mate of the number of foreign troops that were in Lebanon, say, at
the height of the crisis? Just a ballpark figure.

Mr. VELIOTES. There must have been about 80,000, 90,000.
 
Mr. LANTOS. 100,000?
 
Mr. VELIOTES. I don't know.
 
Mr. LANTOS. As I understand it, one of the stumbling blocks 
nowrelates to the suggestion that several hundred troops remain to 

man some observation posts. And while I realize that completewithdrawal is an ideal goal, is it not a reasonable interim objective
to bring ebout the withdrawal of 95 or 99 percent of foreign troops?Does it i-eally make sense for an administration that wishes to betaken seriously to be confronted with an impossible, complex, diffi
cult, and intractable situation and propose a solution which is askyhook, which is an ultimately desired objective, and to pretend
that any intermediate solution, any partial solution is wholly unac
ceptable?

Mr. VELIOTES. Well, areit is just that you not going to accomplish anything by that, sir. I don't accept the characterization of 
our policy as a skyhook. It is eminently practical. If you are going
to get the Syrians and the PLO out, which presumably is the goalof the Government of Israel, you are going to have to come to arrangements in the south which adequately protect Israeli security
interests without Israeli troops on the ground.

Now that is just a fact of life. 
Mr. LANTOS. That is not a fact of life, that is just an opinion. Let 

me propose an alternative opinion.
Mr. VELIOTES. No, I disagree, sir. It is not an opinion, it is a fact.This has become extremely clear as a result of the direct negotia

tions between the Lebanese and the Israelis. The Lebanese are thepeople who are going to live in Lebanon, try to make something ofit in a manner which will also be in Israel's interests. They areconvinced that they wiHi not be able to get the other foreign forces 
out unless they have all Israeli foreign forces out as well.

Now that is a fact. You can come up with different proposed solutions, but I am afraid they are not going to work. But I want to 
hear them. 

SYRIAN TROOPS IN LEBANON 

Mr. LANTOS. With all due respect, Mr. Secretary, I still feel that
is an opinion. That may be the opinion of Mr. Gemayyel, who wasnot in power a year ago and is in power today. When he was not in power a year ago what was the number of Syrian troops in Leba
non? 

Mr. VELIOTES. About the same as there are now, I guess. 
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Mr. LANTOS. 30,000, 40,000?
 
Mr. VELIOTES. Maybe 30 or 40.
 
Mr. LANTOS. Those troops have been there for how many years?
 
Mr. VELIOTES. They came in 1976, 1977.
 
Mr. LANTOS. So from 1976 until 1982 you had about 35,000, 40,000
 

Syrian troops there. 
Mr. VELIOTES. Probably 20,000 until-
Mr. LANTOS. 20,000. Do you think it is a reasonable interim goal 

to have that 20,000 or 30,000 figure reduced to 500? 
Mr. VELIOTES. If it were possible to work out this way, sure. 

INTERMEDIATE STEPS TOWARD COMPLETE TROOP WITHDRAWALS 

Mr. LANTOS. Then, as an honest broker, offering his good offices, 
would it not be rational for us to deal with the reality which recog
nizes that the ultimate goal is not instantaneously attainable and 
not to minimize, denounce, and criticize rational interim solutions? 

Mr. VELIOTES. I really can't accept your characterization of 
American policy. 

Mr. LANTOS. It is an all-or-nothing approach, it seems to me. 
Does not either complete withdrawal or no withdrawal not suggest 
to you that the rational human mind recognizes intermediate 
steps? 

Mr. VELIOTES. I can recognize the desirability of intermediate 
steps if they were possible. I am telling you in our considered judg
ment, and it is not an opinion, it is based on a thorough airing of 
the possibilities, this is not possible. 

However, there are solutions to Israel's security problems in 
southern Lebanon which can be worked out without the presence 
of Israeli troops on the ground. These are the issues that the Leba
nese and Israelis are talking about now. And no one is denying a 
legitimate Israeli interest in the security of the northern border or 
in making sure that the status quo ante is not restored. 

When we talk about the status quo ante we have to recognize 
that those people who might come back in to pose a threat to Israel 
are also the enemies of the Lebanese. So the Israelis and the Leba
nese would have shared interests in making sure that the south no 
longer posed a threat. 

Mr. HAMILTON. Mr. Dymally. 

U.S. ARMS SALES TO THE MIDI)LE EAST 

Mr. DYMALLY. Mr. Secretary, don't you think we all, Americans, 
Israelis, Arabs would be better off if we spent our resources and 
energies on minimizing the arms race in the Middle East and 
maximizing our campaign for peace? 

Mr. VELIOTES. Of course. 
Mr. DYMALLY. Then why is it we continue to arm both sides, so 

to speak? 
Mr. VELIOTES. Because both sides feel very threatened in an envi

ronment that is unsafe. 
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POSSIBLE U.S. TO ISRAELACTIONS MOVE ON PEACE NEGOTIAT!ONS 

Mr. DYMALLY. During the Sinai War between England, France,Israel, and Egypt, President Eisenhower threatened a withdrawalof arms from Israel. Do you think such a drastic move might movethe Israelis toward peace negotiations faster? 
Mr. VELIOTES. As I recall, President Eisenhower threatened to

knock out the tax writeoff. These are-
Mr. DYMALLY. Conjectures.
Mr. VELIOTES. These are very difficult issues on how you best influence your friend. I suppose under certain circumstances

could revert to threats. I would prefer not to do that. Instead 
you

Iwould prefer to reestablish cooper.'.tive working relationships work
ing toward common goals. 

ARAB LEAGUE MEETING IN ALGIERS 

Mr. DYMALLY. Did we see any peace signals from Algiers last 
week? 

Mr. VELIOTES. Well, we saw what we expected, which was an ambivalent, ambiguous step sideways which can be interpreted anynumber of ways. In the Middle East ofttimes that kind of ambigu
ity is constructive.

Whether or not it was a step forward, backward, or sideways willonly be borne out in the coming weeks, starting with Mr. Arafat's
discussions with King Hussein.

Mr. DYMALLY. Let's assume that the King of Jordan, for whatever reason, decided not to proceed with the Fez plan, to work withour initiative to join the peace negotiations. Is it possible to workwith the mayors in the West Bank as a substitute? Do you thinkthey would be violently opposed by the PLO if negotiations beganwith them to get a feel about the settlement of the West Bankers 
on this subject? 

Mr. VELIOTES. Put it this way: Are there people on the WestBank, including the exiled mayors, who would be prepared to workwith King Hussein for peace? I think the answer to that clearly is 
yes.

Mr. DYMALLY. What if he were not in--
Mr. VELIOTES. What if he were not, what if they were opposed inthis by the PLO? That would raise a whole new series of issues. Anintriguing question that I can't give you the answer to is what ifthey were not opposed but that they were not openly supportive,

what would happen then? I don't know. 

PEACE NOW MOVEMENT IN ISRAEL 

Mr. DYMALLY. What is your assessment of the Peace Now Move
ment in Israel? 

Mr. VELIOTES. Well, it is a minority movement, very vociferous. Ithink it is serious. Israel is a free country, so such organizationsget their full day on the TV screens and also in the media.Mr. DYMALLY. Thank you very much, Mr. Chairman, Mr. Secre
tary. 

Mr. HAMILTON. Mr. Smith. 
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U.S. ROLE IN LEBANESE-ISRAEL NEGOTIATIONS 

Mr. SMITH. Thank you, Mr. Chairman. 
Mr. Secretary, I would like to follow up on what the Chairman 

started with you. You stated that right now there are no Israeli 
forces on the ground in South Lebanon, and we agree with that po
sition because of the Lebanese. Suppose the Lebanese dropped their 
objection. Would the United States go along? 

Mr. VELIOTES. Yes. This would obviously be in the context of a 
Lebanese belief that they had worked out a formula with the Syr
ians and the PLO to get them out. 

Mr. SMITH. So we are not attempting to structure any kind of 
settlement along our lines. We are solely interested in having the 
Lebanese happy with anything that they sign. 

able to live with any-Mr. VELIOTES. Well, if the Lebanese are 
thing they sign and are happy with it. 

Mr. SMITH. I am glad you answered that way because that is my 
canproblem. Are we telling the Lebanese what in fact they and 

cannot live with, or are we allowing the Lebanese to make up their 
own mind? 

Mr. VELIOTES. Well, you know, Mr. Smith, this gets us back a few 
months when about every day there was a front page story that 
about the only reason why there wasn't a quick peace treaty or 
something else, was because the U.S. Government was getting in 
the way. 

Now the fact that there have been very intensive and useful ne
gotiations between senior Israeli and Lebanese delegations for the 
past 2 months, meeting both in Israel and in Lebanon, virtually in 
public, in dealing on a published agenda t-iat includes issues such 

aras the end of beligerency, future mutual relations, security 
rangements in the south, is largely due to our influence. We 
worked to have it happen. So I would like to object very strongly to 
any suggestion from any quarter that the United States somehow 
is holding back negotiations between Israel and Lebanon. 

We are pushing them forward and the only reason they have 
gotten as far as they have in the constructive manner that they 
have been conducted I think is largely due to us. 

Isn't it true that in the last 8 to 12 weeks we haveMr. SMITH. 
taken less of a role than we took previously, and isn't it concur
rently true that the Israeli-Lebanese peace negotiations have in 
fact gone much further on their own without our major role, and 
that Mr. Habib is not jetting daily as he was, et cetera? I am not 
making any suggestions at all, I am asking you questions. 

Mr. VELIOTES. That is a good question. The fact is that they have 
been going on for the last 10 or 12 weeks because we finally got the 
talks started. If you get back into some of the recent history, we 
had a heck of a time getting the darned things even started. 

We suggested just before Christmas that they get them going. 
Once they got started, with Ambassador Draper present and work
ing with the full team, there has been a lot of good work done in a 
variety of forums. I mentioned they met. It is not just one negotia
tion, there are three or four going on at the same time with people 
who now know each other and don't always agree. They have good 
solid fights. That is good. They clarify the issues for each other. 
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Our role has been the way it should be. We are there, we areeffective, we are not giving press conferences, and AmbassadorHabib has been there for the last 3 weeks complementing theformal negotiations by his discussions both in Beirut and Jerusa

lem. 
Mr. SMITH. So we are being facilitators? 
Mr. VELIOTES. Absolutely. 

KING HUSSEIN'S ENTRY INTO THE PEACE PROCESS
 
Mr. SMITH. 
 You stated that for King Hussein March is the k-ymonth rather than March 1 being the day.
We have gone over this a number of times but I 
am still curious as to why we are so intent on believing that after all these years,with the Camp David process having gone now'ere since King Hussein is a named party in the process that all of a sudden, whyMarch becomes the key month or March 1 was the date.
What has happened 
to us to think that? What again do we knowthat we haven't told anyone, or has Hussein told us, that waknow that makes this so much 

now 
more of a reality in light of the factthat at the recent PLO conference nothing happened?He was not designated as the chief negotiator for them. Theycame to practically no agreement on anything except disagreement, and there was a wider rift in fact in certain of the facts.Why do we continue to believe that Camp David or the Lebaneseprocess or anything else is going to be accommodated by King Hussein? What do you know, Mr. Veliotes, that we don't know? 

Mr. VELIOTES. Very little, but let me relate what we both know. 
Mr. SMITH. It is that bad? 
Mr. VELIOTES. One is that from the moment that the Presidentmade his announcement of September 1, King Hussein has been asupporter of it. This is a radically different posture than he took in

Septembet 1978. 
Mr. SM'TH. Didn't he say specifically that he would not comeunless he was designated? I mean, more or less was that not the
drift of his philcsophy 
 about being there to act on behalf of the 

PLO? 
Mr. VELIOTES. He has said that he wished to have the broadest

Arab support possible.
Mr. SMITH. He hasn't gotten any. Saudi Arabia, Syria, PLO. Whydo we think that? Has the Ides come? Is there something we don'tknow about in the Ides? 
Mr. VELIGTES. All I can tell you is that King Hussein believesthat March is the key month, that he is going to be making hiscalulations. I can't predict that during the month of Marchthing is going to happen. All I can do, sir, is tell you what we 

any
know 

now. 
Mr. SMITH. That is your hope?
Mr. VELIOTES. The belief of the Jordanians is that time is not onthe side of those who will procrastinate further. There was agolden opportunity missed in September 1978, October 1978. Noone will probably admit it openly but I think they recognize it.
Mr. HAMILTON. Mr. Levine. 
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MEMORANDUM OF STRATEGIC COOPERATION 

Mr. LEVINE. Mr. Secretary, if I might, I would like to return 
briefly to the questions that Mr. Lantos was asking about earlier 
with regard to the proposed memorandum of strategic cooperation. 

Could you tell me what, if anything, is different now with regard 
to our entering into such a memorandum with the Government of' 
Israel, from situations after prior wars in which we did entc. such 
an understanding and that appeared to be so valuable to us? 

Mr. VELIOTES. This is the question of the lessons learned ex
change? 

Mr. LEVINE. Right. 
Mr. VELIOTES. Well, there is a limit on what I am going to say 

about any intelligence item in this forum. There is a belief in the 
Pentagon that-I believe Secretary Weinberger addressed this pub
licly the other day-that we have something like 20 to 25 such 
agreements and that basically the structure for the exchange exists 
now. 

Mr. Lantos alluded to, I believe, the fact that there had been a 
negotiation, an initial agreement, and subsequently a decision that 
that agreement, which was ad referendum, would not be imple
mented, and I was asked would there be a counterproposal? And I 
said I believe so, and I thought in the near future. 

I was involved in the 1974 negotiations. I think it is a question of 
whether you believe, looking at what we have, whether these are 
ongoing arrangements or whether you need new ones. I am sure 
this is something that will be worked out. 

Mr. LEVINE. In a prior hearing or meeting that we had with Sec
retary Weinberger, when he was asked questions about this gener
al subject, my recollection is that he said something fairly offhand 
to the effect that, "well, maybe we will have a counterproposal, but 
it w-ll be about half a page. There is no reason it need to be in any 
greater detail." 

Subsequent to that, I heard a rumor in fact that there was a 
counterproposal that was about a half a page, but in essence elimi
nated the substance of the prior agreement, and which I think can 
be viewed as an insult in terms of the nature of the counterpropos
al. Are you familiar with that process, and if so, can you comment 
01. it? 

Mr. VELIOTES. I am familiar with it. I am not going to comment 
on it very much, other than to say this will be worked out. I leave 
it to the soldiers who are on active duty in the Pentagon to decide, 
along with the DOD people, the best form for any such exchange. I 
think whatever lessons have been learned we will benefit from and 
I think it will be worked out in a manner which is of mutual bene
fit. They always are. 

Mr. LEVINE. Are you prepared to comment as to whether the 
State Department believes, or you believe that such a memoran
dum in similar form to the ones we have had before would be ap
propriate and useful? 

Mr. VELIOTES. I don't know how anyone in the State Department 
could really make a definitive view on this. This gets you into R&D 
and other issues. All I can say is that obviously I would like to see 
this resolved in a mutually acceptable and beneficial manner. 
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LIAISON BETWEEN MARINES IDFU.S. ANT) IN LEBANON 

Mr. LEVINE. Are you in a position to comment about the issue ofliaison between our Marines and Israeli troops in southern Leba
non? 

Mr. VELIOTES. Yes. I think we have worked this out. That is,around Beirut. Certainly we agree that we should take the appropriate steps to avoid incidents. There has been argument assome 
to whether this is the best way to do it or that is the best way to doit. I think that has now been worked out pretty well. Certainly Iknow this was very high on the agenda of the new Israeli Defense
Minister, and it is very high on our agenda.


Mr. LEVINE. Has a liaison been established?
 
Mr. VELIOTES. There is a liaison system that people tell me works 

out pretty well. 
Mr. LEVINE. Was that established in the last week? 
Mr. VELIOTES. In the last 2 weeks it was worked out.
Mr. LEVINE. One other thing. I believe again this came from thehearing that Secretary Weinberger testified on. There was a document passed out, I understand, by the Defense Security AssistanceAgency, entitled "Major Security Assistance Sales, Strategic Rationales." In the Middle East, countries were labeled as receivingassistance either because they were involved in the Middle East peace, having access and base rights, or because they were allied,coalition warfare partners, or in front lines facing the Soviets orSoviet-supplied forces, fact inin not just the Middle East butthroughout the world. 
In the Middle East, the only country listed as an ally was SaudiArabia. I was curious as to (a), whether we have any specific lineswith Saudi Arabia, and (b), whether Saudi Arabia would be viewed 

as an ally and Israel would not? 
Mr. VELIOTES. I am totally ignorant. I didn't even know about theexistence of this. I will have to go back and look at it. 
Mr. LEVINE. I would appreciate that.
 
[The information follows:]
 
Any questions about details of the map should be addressed to DSAA. Our policiesin the region are clear and have been described many times. A central element isthe need for the United States to maintain close political and security relationshipswith a number of nations in the region. In this regard, our commitment to the security of Israel is clear, as is our vital interest in the security of Saudi Arabia. 

Mr. HAMITLON. Mr. Torricelli. 

TECHNOLOGICAL EXCHANGE WITH ISRAEL 

Mr. TORRICELLI. I only wanted to add, sir, a commentfinal onthis question of technological exchange with Israel, and that is tonote that in the defense budget this year the administration has come to the Congress to begin a program to acquire 7,000 new armored personnel carriers. It was described to me by an Israeli military official that our last generation of armored personnel carriers
proved to be death traps in Lebanon.

I say this because the matter of the technological exchangeshould not get caught up on issues of false pride, of questions ofindividual policies of members of this administration. If the administration is going to come to this Congress and ask for these kinds 
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of military expenditures, it should be on the basis of the best possi
ble knowledge of the effectiveness of the items we are being asked 
to purchase. 

I, for one-and I hope this will go back to the Pentagon-because 
this is not a matter of diplomatic niceties with Israel, it should be a 
matter of concern to every Member of Congress for the safety of 
American soldiers. So I, for one, will want to see that exchange 
agreement concluded before being asked to pass judgment on pro
curements of new weapons. I merely wanted to make that com
ment. 

PRESIDENT REAGAN'S COMMENTS ON A PALESTINIAN HOMELAND 

I wondered if you could enlighten me on the President's inten
tions in speaking to the matter of a Palestinian homeland this last 
week. What it is he might have in mind, and what was to be 
gained? What strategically was the purpose here in the President's 
comment? 

Mr. VELIOTES. Well, I would prefer not to be put in the posture of 
trying to interpret or reinterpret Presidential statements or state
ments made by anyone else. 

Let me say that our aim is to achieve peace in the Middle East 
between Israel and its neighbors. This is not going to be done 
unless there is a satisfactory resolution of the Palestinian problem. 
A key part of that problem is the desire of the Palestinians, several 
million of' whom live in different places, for an identity, a place 
that they can identify with. You can call it a homeland, you can 
call it whatever. We ha%,e calied it the President's initiative for 
West Bank and Gaza in association with Jordan. 

It was in that context that we discussed the needs of' the Pales
tinians, the legitimate rights of' the Palestinians, and I think that 
is about the only thing I have to add in reply to that. 

Mr. TORRICELI. My concern is that at this time of nervousness, 
negotiation, and strains in America's relationship with Israel, 
when all comments and policy should be designed toward reassur
ance, are you not concerned that this is a new complication now in 
the effort to reassure all parties. Because it frankly confused me, 
and if it did that to me, I cannot imagine how it is perceived in Tel 
Aviv. 

Mr. VELTOTES. Basically I am in favor of' reassuring my friends. I 
don't think that means that you have to present everything you 
are going to say against the backdrop of' how it is going to be per
ceived elsewhere. 

The President's statement was thoroughly consistent with the 
President's policies, and I believe that has been made clear by 
others. I don't see why this should add to the nervousness. We have 
a long, ongoing relationship with Israel and other countries in a 
volatile area. It has been my experience over the last decade that 
people get upset-and obviously not just in Israel-about American 
statements, American policies. It is just something that we live 
with. To the extent we can minimize this, we shall, and we should, 
and if that is your suggestion, I take it. 

Mr. TORRICELLI. By not making such comments at particularly 
sensitive times. 
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Mr. VEuOTES. I am not aware of a time that isn't particularlysensitive. That is the problem, sir. But in general, I accept yourstatement. I am not arguing it. It is just hard to game plan it. Itcertainly wasn't made as an attempt to make anyone nervous.

That should be clear. 

SOVIET MANNED SAM'S IN SYRIA 

Mr. TORRICELLI. I understand.
One final ouestion. That is, are press accounts of the fact thatthe Russians are manning the SAM 5's in Syria, are they to becepted? Is there in fact confirmation that there are Russian 

ac
soldiers, as the press is maintaining, as it was said in Israel, or do wejust know there are Sam 5's and not the Soviets?

Mr. VELIOTES. No, sir. We know there are Soviet crews that aregoing to man those systems. We also know it because the Soviets 
have told us.

Mr. TORRICELLI. And this is not in a technical capacity of adding
on to crews, but that they are in fact--

Mr. VELIOTES. They are manning crews, that is right. We have noindication that they are there in a training capacity. They aregoing to man this equipment. That is our understanding.
Mr. TORRICELLI. Let me repeat my question earlier. I would liketo see for the record, you provide what impact the Pentagon thinksthis has on American efforts to resupply and the impact on Ameri

can forces in the region?'
Mr. VELIOTES. We will do that. 
Mr. HAMILTON. Chairman Solarz. 

ADMINISTRATION POSITION ON INCREASED AID TO ISRAEL 

Mr. SOLARZ. I hope, Mr. Secretary, you will forgive me if I inadvertently touch on one or two areas that you have already covered.I had a hearing to chair on our relationship with China andTaiwan and couldn't be here until now.
Is it your position that the administration would be opposed toany increase in the level of military and economic aid for Israel
above and beyond the amount requested by the President in his
budget, however modest that increase may be?

Mr. VELIOTES. Yes, sir. I am here to support the President's 

budget.
Mr. SOLARZ. And is your reason for opposing any increase in thelevel of military or economic aid primarily due to budgetary consid

erations? 
Mr. VELiOTES. Yes, sir.
Mr. SoLARz. And what are those budgetary considerations?
Mr. VELIOTES. There is only so much money to go around andthis is an austere year. We believe that the administration's proposed level for Israel is a very generous one.
Mr. SOLARZ. Well, if we could increase the level of aid for Israelwithout decreasing the level of aid for other countries, would youstill be opposed to an increase on the grounds that such an increase would require either an increase in revenues or a cut in do

'See p.25. 
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mestic programs, or an increase in the deficit, all of which for 
fiscal reasons, you would be opposed to? 

Mr. VELIOTES. Yes, sir. 
Mr. SOLARZ. But the Congress might have its own judgment on 

that. 
Now, leaving the budgetary arguments aside, are there any other 

reasons why you would be opposed to an increase in aid for Israel? 
Mr. VELIOTES. No. We have gone into the overall aid program in 

a very exhaustive manner, trying to provide the minimum and we 
believe that this proposed amount for Israel does support our -)olicy 
goals in Israel, which are support for Israel's security and well 
being. 

I sure you have given it very careful considera-Mr. SOLARZ. am 
tion. 

At the same time, as you know, each year for the last several 
years the Congress has adjusted upward the level four aid for 
Israel or rearranged the terms by which that aid has been given in 
order to make it somewhat more helpful to Israel. Do you think as 
a consequence of those congressional adjustments, the economy of 
our own country, or the prospects for peace in the Middle East 
have been dealt a severe blow? 

Mr. VELIOTES. Well, sir, I can only comment on the basis of the 
continuing resolution and that extra $200 million granted to Israel 
has to come out of the hide of' a lot of other countries, so we are 
going to come up for a supplemental. 

Mr. SOLAitz. But if'it could have been accomplished in such a 
way that it didn't come out of the other countries then that objec
tion presumably wouldn't have been valid? 

bookkeepingMr. VELIOTES. Well, I guess you are talking about 
ustechniques, which always seem to leave short, no matter how 

good they look, theoretically. 

VALUE OF ECONOMIC AllI PROVIDED TO ISRAEL 

Mr. SOLAItZ. Well, as a member of the Budget Committee, I will 
sit down with you one day and show you how it can be done. But I 
do grant that these are arcane accounting methods that are neces
sarily involved. 

The level of' economic assistance to Israel has in effect been 
frozen since 1978 at $785 million a year. Can you tell us by how 

reduced due to inflation sincemuch the value of that aid has been 

1978. How much is the aid worth now?
 

Mr. MISHELOFF. We can get that.
 
for the record and perhapsMr. SOLAtz. Could you give it to us 

get it to us before the markup in the committee? 
Mr. VELIOTES. Yes, sir. 
[The information follows:] 
The level of ESF for Israel has been constant at a nominal level of $7?.5 million 

per year since 1978. Using the Consumer Price Index for the United States as an 

indicator of the rate of inflation, the real purchasing power of the dollar declined by 
approximately 50 percent between the end of calendar year 1978 and the end (if cal

endar year 1982. 
no ESF assist-It is important to add that, with the exception of Turkey, for which 

to all Near Eastern ance was provided in fiscal year 1978, the real value of ESF' 
is certainly not unique in thatcountries has fallen during the past 4 years. Israel 

regard. In fact, the proportion of the regional total going to Israel in fiscal year 1982 
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was 42 percent, down only very slightly from 44 percent in fiscal year 1978, and upif Turkey is not considered. As we have already indicated, our economic assistanceprogram to Israel remains a generous one. No doubt, Israel could use more. Whatcountry couldn't? But the program meets their basic requirements and is consistentwith achievement of U.S. objectives in the context of sevei - budget pressures. 

ISRAEL'S DEBT SERVICE 

Mr. SOLARZ. Could you tell us what Israel's debt service was tothe United States in 1978 when we first started providing themwith $785 million a year in economic aid, compared to what Israel'sdebt service to the United States will be for the next fiscal year?
Mr. MISHELOFF. I don't have a figure for 1978. For 1983 it will bein the order of magnitude of $1.1 billion. 
[The information follows:] 
Israel's debt service payments to the United States Government in 1978 wereabout S560 million. This compares with the current estimate of $1 billion and $1.1billion in debt service that Israel will owe to the U.S. Government in 1983 and 1981

respectively.
To get a more accurate picture, we should take all aid, both economic and military, into account. If we do so, it is apparent that, despite the increase in interestand principal payments owed to the U.S. Government by Israel, net aid, that is tosay, aid less debt service payments, has gone up since fiscal year 1978. While theESF level has not changed, FMS assistance has risen from $1 billion in fiscal year1978 to a proposed $1.7 billion in fiscal year 1984.
Recently, we have been hearing a good deal about rising Israeli debt obligations tothe United States in the context of unchanged ESF levels. We should note that ESFis provided to Israel to assist that country with its balance of' payments problem, notto service debt owed to the U.S. Government. Israel is a capital importing country,and the U.S. Government is its largest creditor. As such, debt service payments ingeneral and to the U.S. Government specifically are rising. But debt service is onlyone element in the balance of payments. While we need to reassess the situationperiodically, at this time there is cause for optimism about Israel's balance of payments prospects in the context of a modest economic recovery in the West, and economic policies in Israel which support export led growth. 

MILITARY SIGNIFICANCE OF LESSONS LEARNED 3Y ISRAEL IN LEBANON 
Mr. SOLARZ. Mr. Secretary, just one or two other questions.
Could you expand at all from a substantive point of view on whatwe believe to be the military significance of' the lessons learned byIsrael during the engagements in which they were involved, particularly vis-a-vis Syria during the course of' Operation Peace forGalilee if' shared with us, could the techniques they developed andthe lessons they learned have a potentially significant impact onour assessment of' Soviet military strength and capacities elsewhere
 

in the world?
 
Mr. VELIOTES. I really can't comment on that, because we havenot yet received all of' the lessons learned. I gather we have received some information. We are hopeful that we will work out inthe near future an agreement whereby we will get it.Mr. SOLARZ. I know we haven't gotten the information yet because the agreement to receive it hasn't been worked out. But is ityour impression that the lessons that were learned and the techniques that were developed have substantial military significance?Or would this information only be useful to have, but not of great

military importance?
Mr. VFLIOTES. I really have no idea on that, sir.
Mr. SOLARZ. Colonel, do you have any view on this? 

1k-551~O-H:---5 
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to judge somethingColonel McKALIP. Of course it is very hard 
have. I would not want to project a situation inthat you do not 

which there were no exchanges going on now. Obviously there are 
some items that the Israeli Minister of Defense would propose to 
have agreement on the sharing of this information before we are 
given complete access. I guess I would be foolish not to say that we 

ourwould be anxious to share any information that would benefit 
own ability to assist our friends and allies. 

At the same time, one has to take cognizance of any conditions 
that may be applied thereto as a tradeoff. 

Mr. SOLARZ. I have been given the impression that Secretary 
Weinberger has said that there is really nothing new involved here 
and that there is nothing that Israel did in effect that we don't al
ready know about. 

On the other hand, it would seem to me that on the face of it, 
their success, particularly in eliminating the Syrian SAM batteries 
in the Bekaa, and their striking success in the air war, constitutes 
a prima facie indication that new technologies were developed 
which could be of great significance to our country. It may turn out 

us Israelwhen the information is shared with that the successes 
were all due to the skill of the Israeli pilots and had nothing to do 
with new technologies. But that won't be known until the informa
tion is shared. 

But I can't for the life of me understand how the Secretary of 
we don't think there is anything new here whenDefense could say 

on the face of it, it would appear that there had to be. 
Let me ask you one final question. 

REPORT OF THE ISRAEL COMMISSION OF INQUIRY 

Since we met last there has been one, I think, very significant 
development-the report of the Commission of Inquiry that was es

in the Palestinian refutablished in Israel following the massacres 
gee camps of Sabra and Shatilla. 

I would like to ask you, Mr. Secretary, what this whole process 
through which Is: ael has just gone-including the establishment of 

the commission, its report and the subsequent action of the Israeli 
says to you about what Isr.Iel is all about-the kindGovernment, 

of society it is. To what degree has this process reconfirmed our im
a genuine democracy committed in the mostpression of Israel as 

of the highest principles which hopefullymeaningful way to some 
and presumably our own country is committed to as well? Has this 
had any impact on the thinking of our own Government about 
Israel and whaL it stands for? 

comments,Mr. VEiorES. Sir, I think in the context of' your own 
commission wasreconfirming what we already knew. Before the 

appointed, I was asked in a public television show what I thought, 
and I predicted the commission would be appointed. I predicted it 

would do a very serious job and let the chips fall where they may, 
us.based on my own experiences in Israel. So none of this surprises 

But you chose your words well and I think we would all associate 
ourselves with them. 

Mr. SO|ARZ. Do you think any other country in the region under 
asimilar circumstances would have appointed comparable kind of 
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commission? Or would have permitted it to do the work which it 
did? 

Mr. VELUOTES. No. Israel is a free society in the sense that we understand it, and responsive to public pressures, and that is the es
sence of it. 

Mr. SOLAnz. Do you accept the conclusions of' the commission?Mr. VEuomTs. Do I accept them? I am not sure it is up to me to 
accept them. 

Mr. SOLARZ. I mean, do you agree with them?
Mr. VEiormEs. Well, I don't disagree with them. I read them with

interest.
 
Mr. SOLAitZ. Do you agree with them indirectly?

Mr. V 'iiomrs.
Do you?
Mr. SOLARZ. I think it was a remarkable document, an incredible 

tribute. 
Mr. VEI,,O'I'ES. You are talking about the processes?
Mr. SOI.ARZ. To Israel and to the members of' the commission.Having read the entire report, into the wee hours ol the morningwhen it first came out, I can say that it is one of the most impressive documents I have ever read; caref'ul, thoughtful, prudent in itsjudgments, going only i. far as the evidence permitted it to go,making clear the degree and the nature of Israel's responsibility

for what happened.
The report clearly indicated that the direct responsibility for thisdid rest on the Phalangist.i, who are the who actually did theones

killing, and pointed out that no Israelis were in the camps or involvec ur in any way wanted this to happen. But the report wenton neveriheless to say that some of the Israeli officials involvedbore a measure of' indirect responsibility by virtue of not havingprudently anticipated that this might happen, given the history of'Lebanon and the role of the Phalangists. They had not taken themeasures which might have prudently minimized the possibilitiesFor such actions once the decision was made to permit the Phalan
gists to enter the camps.


I think it is a remarkable document and I think it 
 is difficult toargue with the conclusion. But that was reflected, I think, in the
vote of the Cabinet, which 
 by a margin of 16 to I voted to accept
the report.
 

Well, thank you very much.
 

wEsT BANK GAZAAND PR'oJE:'rs
 
Mr. IHAMILTON. Mr. Secretary, 
we have not asked you any questions with regard to the programs for the West Bank and Gaza. Iwant to give you an opportunity to comment on any of' those programs and any significant changes. We will be submitting somequestions to you with regard to them. We will not go into a lot of' 

detail now.
Is there anything you want to call to our attention in the hear

ing with regard to those programs?
Mr. VEmo'rP-'s. Only that the programs have been obligated. Notall the funds have been actually expended. The problem areas of'the VOLAGS, the voluntary agencies, with the military and civilian Israeli authorities seem to have been attenuated. There are 
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approvals coming through. We are hopeful that this process will 

continue in a positive and constructive way. The money is very 

well spent. 

MEET WITH MUSTAFA DUDEENSTATE DEPARTMENT'S REFUSAL TO 

Mr. HAMILTON. Mustafa Dudeen, as you know, is the leader of 
the Israeli-supported Village Leagues. Why has the Department of 

State refused to meet with him? 
Mr. VELIOTES. Well, sir, I think in your description of the Village 

Leagues you give the answer. It is widely perceived not only in the 

West Bank, but in the Arab world, including Jordan, that it is an 

Israeli vehicle and a problem. 
kinds of other people, otherMr. HAMILTON. You meet with all 

Palestinians. Why not meet with him? 
we don't meet with all Palestinians, as wellMr. VELIOTES. Well, 

you know, sir. 
meet with many other Palestinians.Mr. HAMILTON. You 

Mr. VELIOTES. Yes, we do. It is a very simple thing. You have to 
a matter of' meetmake a judgment, is this going to-it is not just 

ing with him because he is a nice, distinguished gentleman who 

has friends. It is a matter of making a judgir' nt whether that is 

going to move us toward our goal of getting the Jordanians and 

Palestinians into peace processes. We have made the judgment that 
ice.it would not. So we will have to put that on 

not meet with him because of JordanianMr. HAMILTON. Do you 
opposition to the meeting? 

Mr. VELIOTES. We don't meet with him because of the general 
perception in the West Bank, in Jordan and elsewhere, that the or

ganization Cat he represents is Israeli-sponsored and therefore, 

not really Palestinian. 

PER CAPITA All) FIGURE FOR ISRAEL 

figure for Israel?Mr. HAMILTON. Do you have a per capita aid 
Mr. VELIOTES. I suppose we can find one. 
Mr. HAMILTON. It was about $740 in 1982. Is that going to be 

about the same in 1983? 
Mr. MISHELHOFF. The aid level is approximately the same. The 

So it would be about thepopulation has gone up only slightly. 
same? 

Mr. VELIOTES. Yes. 
[The information follows:] 
The following are per capita aid figures for Israel, calculated using official Gov

ernment of Israel population figures for the end of the calendar year preceding the 

fiscal year: fiscal year 1982-$557; fiscal year 1983-$625; fiscal year 1984-U.S. 
$615. 

I want the same figures, incidentally, for otherMr. HAMILTON. 

countries when we discuss them.
 

ISRAEL'S FOREIGN I)EBT 

What is the foreign debt of Israel to date? 
Mr. MISHELOFF. It is approximately $20.5 billion. 
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Mr. HAMILTON. What do you estimate the debt servicing of that 

cost to be? 
Mr. MISHELOFF. We don't have a precise figure. For 1983 it is estimated to be between $3.3 and $4.2 billion. It is likely to be closer 

to the lower of those figures.
[The information follows:J 

The cost of servicing Israel's $20.5 billion outstanding foreign debt as of lDecemher :31. 1982) is estimatd to $1.3 andbe between $,.2 billion during 1983. It willprobably be closer to the lower of those two figures. 
Mr. HAMILTON. How much of that will be owed to the U.S. Gov

ernment?
 
Mr. MISHEiLO.F. About $1.1 billion.

Mr. HAMILTON. Is Israel 
 now repaying United Statesthe moreannually than it receives in aid?
 
Mr. MISHELOFF. It is not repaying 
more annually than it receivesin aid. We are providing in 1988, approximately $1.4 billion net of

debt repayments.
Mr. HAMILTON. Do you think that debt rescheduling ,vil be nec

essary in the next year or two?
 
Mr. MISIIELOFF. I think it is very unlikely.
 

NEW MILITARY PURCIASES BY ISRAEL 

Mr. HAMILTON. Is Israel going to be able to purchase any majornew military equipment during fiscal year 1984, assuming youhave the $1.7 billion that you have requested? Or is that moneygoing to be used just fbr previously purchased equipment?Colonel McKALIp. Financially Israel will be able to make some
major new purchases.

Mr. HAMILTON. What kind of' purchases do you think they will bemaking in 1983 and 1984?
Colonel McKALIP. We have already alluded to the high performance aircraft. There are some air munitions, probably self-propelledartillery, and armored personnel carriers. Those would be the


major end items.
 

COST OF rHE F-I ;'S 

Mr. HAMILTON. What is going to be the cost of the 75 F-16's?Colonel McKAI.1,. I believe the pricetag we have on it now is $2.7billion. That, of course, includes a certain amount ,f' spares, support equipment, and training, in addition to the aircraft them
selves. 

VALUE OF PLO MILITARY EQUIPMENT CAPTURED IN LEBANON 

Mr. HAMILTON. What is the value of the military equipment theygot in Lebanon, that Israel captured?
Colonel MCKALIP. I don't know that.
Mr. HAMILTON. Have they been able to integrate any of' it into

their armed forces? 
Colonel McKALIP. I cannot respond to that.
Mr. HAMILTON. Have they sold any?
Colonel MCKALI,. Not to my knowledge. 
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Mr. HAMILTON. Can you check the answers you have just given 
me and see if you can supply any more detail? 

Colonel McKALIP. Certainly. 
[The information follows:] 

varies according to age,
The value of the equipment that was captured by Israel 

of the article. However, it is currently estimated that $100
origin and complexity 
$200 million worth of PLO equipment was captured. Israel has been able to inte

grate little of this into its own force structure. 
Most of the infantry weapons and ammunition are of' little interest to the U.S. or 

lesser developed countries looking
other western countries, but may be desired by 

for low cost, rapid ways to improve their military capabilities. Specific sales to LDCs 

are unknown at this time. 

Mr. HAMILTON. In all of these requests for information asked by 

members of the subcommittee we would like those responded to by 
appreciate, athe 16th of this month. We are on, as I think you can 

fairly tight schedule at this point. 
Is there any military equipment of any kind now under a hold, 

other than the F-16? 
Colonel MCKALIP. Yes, sir. The 155-millimeter artillery round 

containing submunitions. 
Mr. VELIOTES. Includes entire bombs? 

It is similar to a cluster bomb, although it isColonel McKALII. 
an artillery round. Shipments of those rounds have been suspend
ed. 

ISRAEL EXPENDITURES ON SETTLEMENTS 

is spending on theMr. HAMILTON. What do you estimate Israel 
West Bank settlements? We have had figures in the past of $200 to 

$400. Last year you estimated $150 to $200 million. 
Mr. VELIOTES. This is a very tough one, because you have differ

costs. You include the cost ofent costs. Some of them are hidden 
roads, power, teachers, schools. 

Mr. HAMILTON. Let me ask you about the trend. Do you think 
the figure is up this year? 

for the fiscal yearMr. MISHELOFF. Sir, if you look at the figures 
beginning April 1 this year, they are not up from last year. But I 

think we would have a very, very difficult time, for reasons the 
Secretary was saying, to indicate exactly what the totals and there
fore, the trends are. 

TO WEST BANK SETTLERSFINANCIAL INCENTIVES 

What kind of financial incentives are offered toM . HAMILTON. 
Israelis who will settle in the West Bank? 

There are a variety of them. There are grants,Mr. MISHELOFF. 

there are subsidies.
 

Mr. HAMILTON. Interest rate subsidies?
 
Mr. MISHELOFF. Yes, for the construction of housing.
 

Can you fill out that answer for me? I would likeMr. HAMILTON. 

that , precisely as possible.
 

Mr. VELIOTES. You want to know?
 
are available to IsraelisMr. HAMILTON. What kind of subsidies 


who move into the West Bank?
 
Mr. VELIOTES. And what our best guesstimate is on the cost of 

the settlements this year? 
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[The information follows:] 
There are a variety of incentives and subsidies offered at various levels to encourage settlement in the West Bank. To encourage construction, for example, statelands are made available on the West Bank at a lower fraction of the assessed valuethan similar lands within Israel itself'. Individuals are also offered special grants tomake downpayments ,n houses, specially subsidized mortgages, and other specialsocial services Since only some of the subsidies offered appear as actual budgetcosts in the Israeli government budget, the overall costs are virtually impossibleestimate. Clearly, the overall to 

cost of settlements-taking into account the aboveenumerated subsidies, plus the costs of various social, educational, and police services, etc-exceeds the direct costs as revealed in the budget (about $121 million) by
a considerable amoulnt. 

Mr. HAMILTON. That is correct. maintainWe still the provisionin our aid transfer agreements with Israel that no U S. aid is goingto be utilized for any of the West Bank settlements, do we not?
Mr. VELIOTES. Yes, sir. None of' it can be used beyond the so

called green line for any purpose. 

ISRAEL USE OF U.S.-SUPPI1EI) MILITARY Eq UIPMENT IN LEBANON 
Mr. HAMIL'rON. I)o we have any information about the equipment purchased under FMS agreements by Israel being used in the

invasion of Lebanon? 
Mr. VE'IOTES. Did they use American equipment?
 
Mr. HAMILTON. Yes.
 
Mr. VELIOTES. Yes, of course they did.

Mr. HAMILTON. Was there a violation of any agreement by use of'
 

that equipment?
Mr. VELIOTES. We haven't gone any further than notification tothe Congress which we initially sent last summer. 
Mr. HAMILTON. Is it a dead isue at this point?
Mr. VELIOTES. I wouldn't call it a dead issue. 
Mr. HAMIITON. Are you still studying it'?

Mr. VEio'1OTEs. It is a live 
 issue as long as the Israelis still are in
 

Lebanon.
 
Mr. HAMILTON. What actions are taking to get
we the informa

tion'?
 
Mr. VELIOTES. To get what information?
 
Mr. HAMIL'TON. The information about what equipment was used,
and if' it was used, whether it was in viol .tion 
 of' the agreement?
Mr. VELIO'rES. We know it was used. The question of' whether it
 

was in violation of the agreement--

Mr. HAMI TON. When are you going to make a determination on 

that? 
Mr. VELIo'rEs. I can't predict.

Mr. HAMILTON. Will you make a determination on it'?
 
Mr. VEL'r1S. I don't know, sir.
 
Mr. HAMILTON. But you are hopeful.

Mr. VELm'rES. I didn't say that.

Mr. HAMILTON. I)o we 
 have any other questions from my col

leagues?
Well, you have had a long afternoon, Mr. Secretary, For you and your colleagues. We appreciate it very much. We will have a good 
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many more questions to submit to you in writing, and we would 
appreciate a prompt response.' 

Mr. VELUOTES. Thank you very much. 
[Whereupon, at 5:20 p.m., the subcom -t.e was adjourned.] 



FOREIGN ASSISTANCE LEGISLATION FOR
 
FISCAL YEARS 1984-85
 

Egypt
 

THURSDAY, MARCH 3, 1983 

HOUSE OF REPRESENTATIVES, 
COMMITTEE ON FOREIGN AFFAIRS,

SUBCOMMITTEE ON EUROPE AND THE MIDDLE EAST, 
Washington, D.C.The subcommittee met at 2:05 p.m., in room 2255, RayburnHouse Office Building, Hon. Lee H. Hamilton (chairman of the subcommittee) presiding.

Mr. HAMILTON. The meeting of the subcommittee will come toorder.
Today, the Subcommittee on

to discuss fiscal year 1984 
Europe and the Middle East meetseconomic and military assistance programs for Egypt. The request for Egypt for 1984 is as follows: $750million in economic support fund money to be provided on a grantbasis; and $1.3 billion in foreign military sales financing, with $450million of that amount to be forgiven, that is, provided as a grant.The request for Egypt for ficcal year 1984 di,'fers from what wasprovided in fiscal 1983 in only one respect. Under the continuingresolution authority passed by Congress last December, the FMSprogram provided for $425 million of the FMS financing to be for

given.
The administration's request this year is $25 million above lastyear's level of forgiveness, but $50 million higher than the administration's request last year.The subcommittee will also consider today a $2 million requestfor the international military and education training program, and8250 million in Public Law 480 title I food shipments.We are happy to have with us today on the 1984 request forEgypt the Honorable Nicholas Veliotes, Assistant Secretary ofState for Near Eastern and South Asian Affairs. I guess the Secretary is not here yet, but I understand he is on the way. 

the 
The Honorable W. Antoinette Ford, Assistant Administrator forNear East, Agency for International Development; and Maj.Gen. Richard Secord, Deputy Assistant Secretary of' DefenseNear Eastern and South Asian Affairs.
Does either of you have prepared statements?Ms. FORD. I have a prepared statement, Mr. Chairman. I wouldlike to summarize the aid program, as opposed to reading the fulltext of the statement. 

(49J 
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Mr. HAMILTON. That is fine. Do we have a copy of the statement? 
Ms. FORD. Yes. 
Mr. HAMILTON. OK. You go ahead and summarize. The state

ment will be entered into the record in full.' You may proceed. 

STATFMENT OF W. ANTOINETTE FORD, ASSISTANT ADMINISTRA-
TOR, BUREAU FOR NEAR EAST, AGENCY FOR INTERNATIONAL 
DEVELOPMENT
 

Ms. FORD. The proposed aid program for Egypt has been designed 
to support efforts to make appropriate in istment allocations, to 
increase agricultural and industrial production based on past in
vestments, and to increase the contribution of the labor force to 
production. 

The $750 million requested in economic support funds will be ob
ligated for the commodity import program or CIP requirements of 
$300 million, $o support infrastructure, $200 million for funding of 
water and sev, age programs; $45 million for private sector produc
tion credit and industrial pollution contiol efforts; technology 
transfer, $15 million; human resources, $88 million to support agri
cultural, health and population, and education activities; and $102 
million to be used as incremental funding under an existing au
thorization for the decentralization portfolio. 

In summary, that is how we propose to u-e the 1984 requested 
assistance for Egypt. 

Mr. HAMILTON. Thank you. 
General, do you have a statement? 
General SECORD. No, I have nc statements, Mr. Chairman. 

BUDGET OUTLAY FIGURES ON ASSISTANCE TO EGYPT 

Mr. HAMILTON. What is the total budget outlay for Egypt for all 
kinds of assistance on this budget? 

Ms. FORD. For fiscal year 1984-and I am speaking specifically of 
the ESF element of the budget-actual outlays in fiscal year 1984, 
from the $750 million request would be $21 million; outlays in 
fiscal year 1985 would be $208 million; fiscal year 1986, $300 mil
lion; fiscal year 1987, $170 million; fiscal year 1988, $46 million; 
and in fiscal year 1989 the balance, $5 million. 

General SECORD. With respect to the foreign military sales and 
international military education and training program, the fiscal 
year 1984 request is for $1,300 million $450 million of which is to be 
forgiven, and $2 million in grant for international military education 
and training programs. 

Mr. HAMILTON. So what is the budget outlay? 
General SECORD. The impact on the budget will be $452 million. 
Mr. HAMILTON. There is no budgetary impact on the $1.3? 

.General SECORD. Ther is no on-line budgetary impact on the 
$900 million. 

Mr. HAMILTON. Just the $450? 
General SECORD. The $452, yes, sir. 

S. e app. 1. 



51 

AID PIPELINE FOR EGYPT 

Mr. HAMILTON. Now, let us take a look at the aid pipeline forEgypt. If you exclude the Public Law 480 shipments, it is continuing to grow: 1981, $2.4 billion; 1982, $2.5 billion; 1983, $2.68 billion. 
Ms. FORD. Yes, sir.
Mr. HAMILTON. When are we going to see a decline in the pipe

line? 
Ms. FORD. We project with a significant degree of confidence,more than we have in the past, sir, that we have seen the peaking

of the Egyptian pipeline at $2.7 billion.
Mr. HAMILTON. From here on it is going down, is that right?Ms. FORD. Yes, sir. As you will recall, I did send a letter in October 1982 indicating our disappointment that we were not able tomeet the expenditure projections that I had testified to last year.The specific reasons fbr that were related to the fact that CIP expenditures in 1982 were $145 million below their 1981 level. Primarily this was because negotiations that we were having with theEgyptian Government on credit term policies took longer than we 

had anticipated.
I believe, however, that that delay was well worth the effort inthat we were able to achieve increases in the interest rates. Whileproject expenditures did reach a high in fiscal year 1982 of $355

million, frankly, we had really hoped for more.But, the uncertain environment after the assassination of President Sadat, coupled with cabinet changes in the Egyptian Government, did indeed reflect itself in the rate of implementation of our 
program.

Mr. HAMILTON. How can we justify putting another $750 millioninto the pipeline when we have got an enormous pipeline like we 
do now?
 

Ms. FORD. Well, the 2.7 billion, as I mentioned, represents 
 apeaking of the pipeline; we do feel confident on this point. The
Egypt ESF level is earmarked. Nevertheless, we feel that we need
to manage responsibly and implement the program as effectively 
as 
we can.

We project that in the first quarter of fiscal year 1983 we will
indeed see a decrease in the pipeline.

Our first quarter expenditures for fiscal year 1983 have been$216 million. I would like to make a note of comparing that to ourexpenditures at the same time in fiscal year 1982 which were at$102 million in the first quarter. So we are going in the right direc
tion. 

At the same time, we have taken a number of maragerialimplementation steps to make certain that we do stay on target 
and

in
this regard.

Mr. HAMILTON OK. Now, I am glad to hear that report. I hopeyou are able to carry throL"h on that. I think it is important tobegin to move the pipeline figure and to move it down rather rap
idly. 

DEOHIlIGATION/REOIlIGATION AU'TORITY 

Now, we have been working for some time on a system of deobligation and re-obligation so that programs that are not working can 
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be discarded without wasting money, and the funds can be made 
available for other uses. 

Why are you not requesting that authority this year? 
Ms. FORD. Well, sir, we are actively coordinating with the in

volved agencies within the administration to prepare an appropri
ate proposal for presentation to Congress to consider such a re
quest. 

Mr. HAMILTON. Why is it taking so long to get this thing worked 
out? We have been working on this for 3 years. 

Ms. FORD. Because it does have budget impact. There are consid
beyond AID itself, anderations that must be taken into account 

withthose considerations must be coordinated and in cooperation 
other agencies. 

Mr. HAMILTON. Can you reach an agreement soon? 
Ms. FORD. We are working toward that end. I could not give you 

a particular time. 
Mr. HAMILTON. Can you reach an agreement this year? 
Ms. FORD. I would like to hope so. As a management tool it 

would be something that we could use effectively. 
Mr. HAMILTON. Is OMB opposed to that kind of authority? 
Ms. FORD. I would not say that they are opposed to it. We have 

not completed our full discussions with OMB, sir. 
Mr. HAMILTON. What is the hangup? I do not understand the dif

ficulty. 
Ms. FORD. Well to be specific, the concerns are directly related to 

whether or Dot deobligation, reobligation authority would be per
ceived as new budget authority, and those questions must be sorted 
out. 

Mr. HAMILTON. It is just very difficult for me to understand why 
it takes 3 years to sort it out. We have got a draft amendment 
which I am thinking very seriously of offering on the bill. I want to 
hand it to you at this time and request that you give me the ad
ministration's position on it by March 16.1 

Ms. FORD. By March the 16th? Yes, sir. 
Mr. HAMILTON. Because I think that is a problem that we ought 

to resolve.
 

AID PROBLEM PROJECTS 

Now, the AID mission director for Egypt referred to $300 million 
in "turkey projects" which he wanted to get rid of. What projects is 
he referring to? 

Ms. FORD. Well, I think, sir, that the "turkey projects" was 
indeed-well, one, it was reported that way. I think that--

Mr. HAMILTON. He was misquoted? 
Ms. FORD. I would not say that he was misquoted, sir. I would 

say, however, that the projects that were referred to, totaling some 
$300 million, included projects that have had various types and de
gre-.s of implementation problems. They included projects that had 
been slow for a number of reasons, be they administrative, be they 
on policy questions. 

ISee app. 1I. 
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Those that were considered inc1ated the PIE fund, the privateinvestment encouragement fund. I do not have a running list in

front of me.
Mr. HAMILTON. Would you give us a list of the projects that hereferred to as "turkey projects?" 
Ms. FORD. Yes, sir.
Mr. HAMILTON. And we would like to know what their status is.Are you continuing to spend money on them, or does it vary from

project to project?

Ms. FORD. 
 Well, sir, I would like to be specific. The $300 millionfigure was not a figure representing a specific list of "turkey projects." We do have projects in Egypt that we feel certainly would bebenefited if we were able to move the money into some other projects or something else. However, the $300 million figure that wasreferred to included projects that we may well be able to get backon track because the problems may not have to do with the substance of the project, nor would they necessarily have to do withthe fact that the project is still off-schedule.
Before saying that all $300 million indicated were "turkey projects," I would like to review them and make certain that I would 

concur.

Mr. HAMILTON. Would you give me a list of the projects that areso designated by the AID mission director and then tell me what you are doing with regard to each of those projects.
[The information follows:] 
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MISSION DIRECTOR'S LIST OF PROBLEM PROJECTS
 
JANUARY 1983
 

$000,000
 

Project 
 Potential Amounts Total
 

Title Reason for Potential Oecbligation of Deobligation Obligations
 

Grain Silos 


Suez Port 


PVC Pipe 


Helwan Housing 


Aquaculture 


Urban Health 


PIE Fund 


Sinai Studies 


Social Work 

Training 

Centers 


Private Sector 

Feasibility 

Studies 


Money was earmarked for further
 
construction. That work is now
 
included in a separate project
 
which is separately funded 


Project scope originally included
 
a new pier. That pier has now been
 
deleted. Other work has come in
 
under budget 


Egyptian demand for plastic irrigation
 
pipe is lagging due to slow completion
 

of irrigation projects 


Project is substantially behind schedule.
 
Master plan has been changed many times
 
due to changing public transit design
 
plans, changes in soil conditions, and
 
other factors. 


Extremely adverse soil conditions have
 
been encountered. It may not be possible
 
to effect engineering redesign work and
 
at the same time complete the work
 
economically 


Health care delivery mechanisms are
 

being studied by AID/GOE. One conclusion
 
may be that a reduction in certain
 
construction work may be desirable 


Fund has not commenced operations.
 
AID/GOE would prefer utilize funds
 
by combining them with another
 
financial project 


No requests from GOE had been
 
received for further project activities
 
as of January. 


Project activities and programs have
 
concluded. New projects have been
 
undertaken having similar objectives 


Pace of activity was extremely slow
 

during FY 1982 raising questions
 
as to viability of project 


Total Funds from Listed Projects 


6.0 42.0
 

13.4 30.0
 

13.0 31.0
 

63.7 80.0
 

9.0 27.5
 

24.7 37.3
 

32.3 33.0
 

2.5 5.0
 

1.2 4.0
 

2.8 5.0
 

168.6 294.8
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I would like to make several observations on this listing.
 

First, the characterization of these projects as 
problem prrjects and
potential deobligations is that of the Mission Director reflecting his 
views,
concerns and understandings 
at a given point in time.
prepared today, or if 
If the list were
 a broader consensus 
had been sought, the composition of
the Isiting would be somewhat different.
 

Second, the approximately $300 million total cited in the Ottoway article
represents the total life of project funding already obligated by A.I.D. for
the projects listed. 
 It does not represent an amount 
that might be
In fact, over $100 million of the $300 million has already been
 
deobligated. 

expended. The potential deobligation amount is slightly more than fifty
percent of the total 
amount of A.I.D. funding for these projects, i.e. $168
 
million.
 

Third, the appearance of 
a project in the enumeration does not mean that the
project or 
the purpose for which the project was designed is of low priority
or 
that the funds expended to date have not achieved an 
important development
goal. Indeed, as we 
testified on March 3, private sector development, for
example, remains an 
important objective of both A.I.D. and the Government of
Egypt. The availability of medium term credit for the private sector remains
a critical constraint to 
achieving this objective. The pdrticular vehicle
designed to address 
this need, the Private Investment Encouragement Fund,
unfortunately has not proven to 
be an effective mechanism for this purpose in
its present configuration. 
 In the case of the PVC Pipe project, the three
pipe factories financed by A.I.D. are 
in place and producing badly needed
drainage pipe to combat salinity and water 
logging problems in the soils of
Upper Egypt. Experience has demonstrated that the anticipated rate of
drainage installation can not be achieved. 
 Thus the plants have a reduced
requirement for PVC compound, the financing of which was 
the purpose of the
unutilized funds in this project. 
 Thus the appearance of this project in the

characterization.
 

Fourth, the recent portfolio review confirmed that the performance of 
some of
these projects had improved to 
the point where continuation is 
now clearly
warranted. 
This is so, for example, with regard to the Helwan Housing
project, the largest project.listed. 
On the basis of the portfolio review, we
have approved a two year extension of the project to 
1986, by which time the
project will be completed. 
 The Private Sector Feasibility Studies project is
a second example of a project which is 
now being effectively implemented. (We
should note, conversely, that 
one project not on 
the Mission Director's
problem projects list was identified at the portfolio review as a potential
deobligation, project 263-0060, Poultry Development.)
 

Finally, the referenced article missed the key point of the discussion that
formed the basis of the article. 
 That key point is that of the $3.3 
billion
in funds obligated for project activities through FY 1982, or of the $2.1
billion in the pipeline which corresponds to projects, only approximately ten
percent in each category represents activities not performing adequately or
better and only 5% and 8% respectively is
a potential deobligation. While we
would like all projects to meet their goals, 
this is a creditable
performance. Rather than highlighting this positive finding, the article
emphasized the activities 
that were not proceeding satisfartorily. (Note both
the obligation and pipeline figures cited above exclude the 
amounts provided
and undisbursed that related to the Commodity Import Program.)
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Ms. FORD. Yes, sir, I will. I would like to add, however, that due 
to the pipeline concern, one of the things that we have begun--and 
it does impact the question of these projects-we have begun high
level portfolio reviews in coordination with the Egyptian Govern
ment, so that the bulk of those projects identified as ones that we 
would want to move into another category that is deobligation/ 
reobligation would necessarily be coordinated with the Egyptian 
Government. It is not unilateral. 

Mr. HAMILTON. Mr. Winn.
 
Mr. WINN. Thank you, Mr. Chairman.
 
It seems as though Egyptian-Israeli relations have taken a down

turn since Israel invaded Lebanon. Apparently Egypt has linked an 
improvement in relations with Israel to a settlement in Lebanon. 
Maybe I should be asking this of Mr. Veliotes I think I will, be
cause I think that probably is a little more in his line. 

I was going to ask you about tnose turkey projects, too.
 
Ms. FORD. They were not called wild turkeys anyway.
 
Mr. WINN. Well, they got their share of press.
 

EGYPTIAN GOVERNMENT SUBSIDIES 

Let me talk a little bit about what the committee did last year. If 
you remember, members of this subcommittee considered linking 
U.S. economic aid to Egypt to a reduction in the Egyptian Govern
ment subsidies of food products, petroleum, electricity and some 
other items. 

These subsidies run at a much higher annual level than does 
U.S. economic aid. Therefore, an argument could be made and has 
been made, and I think will be made again, that the effect of our 
aid was being nullified by these high subsidies. 

I just wondered why after I more year of no action to reduce the 
subsidies should we not effectuate some kind of a linkage? 

Ms. FORD. Well, sir, though we agree that there is much needed 
to be done with regard to economic policies and subsidy issues in 
energy and agriculture, the Egyptian Government has taken some 
measures in the right direction. 

I do not say it is enough, but I think for the record it should be 
pointed out that they have increased agricultural prices. Let me 
see if I can give you specific nunbers. They have increased agricul
tural prices from 5 to 20 percent on several products. 

In regard to energy, the rates to consumers and other medium
and low-voltage users were increased some 10 percent. In addition 

large aluminum and fertilizer industries were inthe rates to two 
creased 50 and 60 percent, respectively. 

The net effect of that was not incredibly large, but it does sug
gest that the Egyptian Government is beginning to recognize that 
in order to imprce economic performance there is a need to look 
seriously at reducing subsidies and correcting prices. 

Mr. WINN. Are we continuing to keep after them on this point 
and to try to work with them so that they will get away from these 
high subsidies in these various fields? 

Ms. FORD. Yes, sir, we are. A specific example is that right now 
under consideration by the Egyptian Government part of ongoing 

prices and aid funding for adiscussions is the question of energy 
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project that we believe is a very good and serious project, the
fourth unit at Ismailia. But we have not reached a final decision as 
to how and if and when the fourth unit would be funded because of
the entire question related to energy rates. 

Mr. HAMILTON. Would the gentleman yield?

Mr. WINN. I would be glad to yield.

Mr. HAMILTON. Even with these subsidies, the price for energy,


as I understand it, in Egypt is 20 percent of what it is on the world 
market. 

Ms. FORD. That is right, sir. 
Mr. HAMILTON. The fact is the government is simply not taking

the kind of steps vigorously enough to get their economy in order,
and, in effect, we are enabling a lot of subsidies with our assist
ance. 

Ms. FORD. I do not think that we have a substantive disagree
ment at all, Mr. Chairman. I think that the question the issueor
that the Egyptians have posed for themselves is at what speed and
what rate can they in their own policy framework make these re
forms and reduce these subsidies. It is a question of degree.

Mr. HAMILTON. How can we justify subsidizing the economy tothe extent that we do when they are not willing to increase the
price of fuel beyond 20 percent of the world market? 

Ms. FORD. One of the measures that we are taking, and we are in 
very close coordination--

Mr. HAMILTON. That would be a pretty good deal for taxpayers in 
Indiana. 

Ms. FORD. Yes, it would. When I look at some of the economic 
distortions. 

Mr. HAMILTON. I will give you your time back. 
Mr. WINN. I would be glad to have the time back, but just do not

hog it for Indiana. Kansas needs some help, too. 
Go ahead and finish. 
Ms. FORD. In terms of completing that thought, I just wanted toindicate that because of specific questions, energy rates, and policy

reforms, because the energy rates are at 20 percent of worldmarket rates, that is the precise reason that we have not made a 
full commitment to implementing the Ismailia project.

Mr. WINN. Let me point out, as we did last year and I think
probably even more so, that a broad spectrum of the members of
this subcommittee and the full committee really have deep con
cerns about these high levels of subsidies; and we think that in the
long run they hamper Egyptian economic development.

We are again seriously considering some linkage. I do not know
how we might work that. But keep the pressure on them, keep
working with them, and keep trying to prove your point. Obviously
you are moving, but probably in the eyes of this committee, maybe
not fast enough.

Ms. FORD. All right. I appreciate that, sir. 

EGYPTIAN-IMF AGREEMENT 

Mr. WINN. Do you think it would be best for Egypt to sign an 
agreement with the IMF and therefore have to come to terms with
IMF rather than U.S. pressure on economic reforms? 

18-551 0-83---6 
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Ms. FORD. Sir, I could not speak for the IMF. I really do not 
know. But I can say the rapport and relationship that we are at
tempting to develop with the Government of Egypt in the context 
of our Egyptian program is one that is maturing, it is only the pace 
of reform we may differ on. The direction we see as going in the 
appropriate direction. 

But at the same time we know that there is quite a bit of work 
that still has to be done, particularly in the area of subsidies. 

EGYPTIAN ECONOMIC REFORMS 

Mr. WINN. All right. ( would like to ask one more question of Ms. 
bottom line of the 1983 AID economicFord. It seems like the 

report, which is laid out on page 24, appears to be that unless 
Egypt undertakes some fundamental economic reforms, the econo
my is going to continue its downward slide. 

Now, from a broad standpoint and from the work in the field 
that you do, would you agree with this? 

Ms. FORD. I think that a- we look at the debt report and the 
questions directly related to Egyptian economic management, the 
concerns expressed there are real. You are correct that if there are 
not some specific measures taken that indeed the balance of pay
ments gap would broaden. However, at this point we are also 
saying that in the short term it is not a crisis situation if you will; 
at the same time it is important that they focus on the need to ad
dress the question of subsidies within energy as well as in agricul
ture. 

Mr. WINN. Thank you very much. 

ARMS SALES REQUEST FOR EGYPT 

I have just one short question for the general, if I may ask. I 
would like to ask the general to tell the subcommittee, if possible, 
what new requests for arms sales to Egypt should Congress antici
pate for 1983. You talk about the Stinger antiaircraft weapon. 
What else do we have pending? Multiple-targeted rocket systems? 

STATEMENT OF MAJ. GEN. RICIIARI) V. SECORI), I)EP'TY ASSIST-
ANT SECRETARY FOR NEAR EASTERN AND SOUTH ASIAN AF-

FAIRS. I)EPARTMENT OF DEFENSE 

General SECORD. This year, sir, I do not think that we have pend
ing any request, any formal request, for any major new weapons 
system. We have seen some inquiries on Stinger. I think we have 
received some inquiries on multiple-launch rocket system, but we 
have not had any formal requests for letters of offer yet. And I 
would not be surprised if we do not get any for a while. The finan
cial situation--

Mr. WINN. So although the committee has heard rumors of the 
two that you mentioned, and I have heard a couple more you do 
not really expect any formal request from the Egyptian Govern
ment for any major new military systems in 1983? 

General SECORD. Not for any major new systems. The systems 
that are currently on order, systems already notified to Congress 
and needed logistics support, consumes all available FMS credits 
this year. 
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Mr. WINN. They will use up their credits with orders that are in 
the pipeline or on order? 

General SECORD. That is right. The current 5-year plan has little
additional buying power until fiscal year 1987. 

Mr. WINN. What year are we in on the 5-year plan?
General SECORD. We are now in the fourth year of the original

plan, which started in 1979. The current plan extends to fiscal year
1987. 

Mr. WINN. Thank you very much, General. 
Thank you, Mr. Chairman. 
Mr. HAMILTON. Mr. Ireland. 

AID TO THE EGYPTIAN PRIVATE SECTOR 

Mr. IRELAND. Thank you, Mr. Chairman.
First of all, I would like to indicate strong support, Mr. Chair

man, for your questions and the information you have requested
concerning the $300 million worth of "turkeys,' I also find it very
difficult to believe that after 3 years, some of these other matters,
which the chairman mentioned, have not been resolved and we 
cannot find out why.

So I would not want this opportunity to pass without at least
saying that I completely support that operation and would like to 
see something done. 

What is not used in Indiana and Kansas on that other matter, 
we can use in Florida. 

Ms. Ford, you indicated that there is $374 million that has been
allocated to the private sector in Egyt, and we are aware that
there are other activities to enhance the private sector participa
tion in Egypt, including some missions by OPIC and such. 

Could you just give us some rundown on whether anything is
really happening there or not?
 

Ms. FORD. In the private sector generally, on the project side
that is, we are providing funding for the private sector Develop
ment Industrial Bank in the amount of $32 million. A development
industrial bank, a training component, $2 million. 

Small farmer production, which is a credit project, $25 million,
which by the way is one of the projects that we pointed to that has 
been having an important impact.

The private investment encouragement fund, $33 million. And if 
you will recall, that is the project that I mentioned was on, as you
referred to it, the "turkey" list. That project has not been effective. 
It is one that several years ago we had hoped we would be able to 
use as an instrument for encouraging investment. But it has not
been an effective project, and we are prepared to reconsider how 
we could structure it. 

In addition, we have the private-sector feasibility study fund
which is $5 million. I will refer you to my statement, in which I
indicate that that particular fund of money haS moSt recently, with
the support of Minister Shindi, been moving forward. Of the 37 ap
plications under the feasibility study project, 35 of them have been 
approved or disapproved. In other words, action has been taken. So
though it was slow previously, that one we now see movement in,
and we are working closely with the government. 
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The industrial productivity improvement project is $39 million, 
we should also include our commodity import program, of which a 
total of $137 million has been used from private sector imports. 

Production credit project, we are looking at $68 million. This 
would be a project that would provide long and medium-term credit 
in Egypt to encourage investment. This has been one of the areas 
where there has been some shortfall and where we feel that we can 
be effect.ive. 

And then finally, under the technical assistance and feasibility 
studies grouping, capital markets authority and the Central Bank 
of Egypt, we have smaller amounts. 

This totals the portfolio grants and loans of $342.7 million, as 
you indicated. 

IMF RESTRICTIONS ON EGYPT 

Mr. IRELAND. I would like to question you further regarding the 
chairman's remarks: The IMF and the restrictions that the IMF 
has put on Egypt. Do you think that would not help the economy 
more than some of the AID projects? 

Ms. FORD. I apologize for not being able to be responsive, but I do 
not sufficiently know what the IMF rules, regulations, or guide
lines are, sir. So I could not compare it to our program. 

Mr. IRELAND. I am sure that they would not include subsidizing 
energy in that fashion. 

Ms. FORD. The IMF is a multilateral institution, sir, I cannot 
speak for it. 

DELAY IN PROJECTS 

Mr. IRELAND. Let me ask you one last question about AID. Get
ting back to the 3-year delay in sorting out these projects, I feel 
that the best way you can describe it-and thi; is oversimplified, 
perhaps-is that there are vested interests within the bureaucracy 
of AID that want to perpetuate some of these things that do not 
work? Why do we continue those things? We are talking so much 
about the pipeline and activities that do not work, and the director 
or the man on the scene, whom I have great respect for is willing 
to classify them as "turkeys." And yet after 3 years we cannot 

what is bad. We continueseem to sort out what is good or pro
grams like the one in the private sector, small in dollars, yes, that 
do not work. Why? 

Ms. Fouu. I am very pleased to hear you identify that point. It is 
because we do not have the managerial capability the way our pro
gram is structured to remove the funds once authorized from that 
project to another. 

Mr. IRELAND. Why should that take 3 years? It looks to me that 
at the very top of this operation there is some great problem. 

Ms. FORD. Well, the question of deobligation, reobligation, is a 
question that is not confined, as I understand it, to one particular 
agency. It is necessary that those requests be ;oordinated among 
the executive branch, which we are actively working--

Mr. IRELAND. For 3 years? 
Ms. FORD. I cannot speak for 3 years. 
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Mr. IRELAND. I consider your answer an obvious dodge of the
issue. And the issue is simply that the job is not getting done. The
American people have a right to be concerned. If the programs are 
not working, something ought to be done about it. And you are sit
ting here telling us that in 3 years you have not been able to figure
out what to do about it. 

Ms. FOiRD. Sir, we would really find deobligation and reobligation
authoriLy a tremendously helpful managerial tool. 

Mr. IRELAND. Thank you, Mr. Chairman. 
Mr. HAMILTON. Mr. Siljander. 
Mr. SILJANDER. I am going to pass at this time. 
Mr. HAMILTON. Mr. Smith. 

AMERICAN PROJECT MANAGEMENT 

Mr. SMITH. Thank you, Mr. Chairman. 
I really have to continue the line that Mr. Ireland took. I finu* it 

very difficult from a management pcnt of view to get some reasons
which so far do not seem to be surf,icing, as to why- and I am not 
sure it is just on a deobligation/reobligation theory-we cannot do 
more to provide impetus to these projects to move on. 

Do we make any provision in these agreements when the money
is authorized and obligated to provide for American managerial
standing on the projects? Do we provide people? For instance, do 
we ask the Egyptians in their budget when they start the project to
bring over American managers so that there will be at least some
shred of control that we maintain while moving~the project for
ward? Is there anything about these projects that allows for Ameri
can input rather than the hiatus of 3 years and hardly moving any
thing on? 

Ms. FORD. Yes, sir, I am trying to be responsive to the different
elements of' your question. On the $300 million, I think that the
focus on that particular number would be a different focus if we
would be able to-and I would be willing to provide that informa
tion-to look at those projects and see on a case-by-case basis what
the reasons were that any number of them were slow. 

Yes, we do have covenants and conditions precedent before we go
forward with a project. And in many instances, be they policy ques
tions, as I have indicated, for example, in energy or in agriculture,
certainly with the bureaucracy-in some instances ours and in 
some instances the Egyptians-this may have a slowing effect.

A substantial part of our portfolio in Egypt is composed of large
infrastructure projects which have a long leadtime before construc
tion can actually begin. That also adds to why the pipeline often
times has been slow in moving.

Those are elements that we need to consider, and you are on 
target and right in saying that we need to make certain that we
look at them and make sure we can answer the questions as to why
they are slow. And that is what we are doing now. 

Mr. SMITH. Maybe I have been less than clear in my question.
My question is: Once we obligate this money and go online and the 
money goes not only to the pipeline but starts dripping out the 
other end, for the most part are these projects built by Egyptians
for Egyptians? Are they managed by Egyptians? Do they bring in 
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outside countries? And if so are the Americans involved in this, or 
are they bringing in third parties to run or manage these projects? 

Ms. FORD. I am sorry. You did ask that, and I was not responsive. 
Eighty percent of our program in Egypt is host-country contract
ing. Virtually all of our projects involve American contractors. I 
could name you a list of projects that indeed have been handled by 
American contractors. 

Mr. SMITH. It would be ..cry helpful if' you could tie that into 
what you are going to provide to the chairman, and that is projects 
that have not really gotten anywhere. If there are American com
panies involved in those kinds of' projects, I want to know, too, and 
I want to know what they are doing in terms of facilitating these 
projects to move toward completion. 

Maybe we arc giving the wrong Americans the chance at it. 
Maybe there are more Egyptian companies that would be able to 
do better than we are doing. 

Ms. FORD. One of the elements of ongoing discussions that we 
have had with the Egyptians is how can we include-and we have 
been actively working on this-additional and a larger number of 
Egyptian consultants and contractors. And we have been doing 
that with our projects. I do not have any numbers on how many 
there are. I can make an effort to try to get that. 

Mr. SMITH. I would be very interested in that. 
[The information follows:] 

AMERICAN PROJECT MANAGEMENT 

While all AID suppor::d proji.LL in Egypt are managed by the Egyptian Govern

ment, there is hardly a project whicl does not involve Amer..an companies. All pro

of imported goods and services is tied to U.S sources For example, concurement 
struction projects typically involve American design and ,upervisory firms coupled 

with American and Egyptian construction companies in various prime subcontrac

tor arrangements and, when not available locally, materials and equipment pur

chased in the United States. 
to ensure a successful con-Unfortunately, American involvement is not sufficient 

struction project. The 'rick, as experience has shown, is structuring relationships 

among the Egyptian (iovernnent, U.S. sub- and prime contractors, and Egyptian 

sub- and prime coni actors in such a way as to take maximum advantage of Ameri

can management techniques, in additior; to technical knowhow. Gtreater use is now 

being made of' turnkey contracts with U.S. constvuction firms to improve contractor 

coordination -nd to ensure that responsibility for the quantity and quality of work 

is clearly assigned. 
Sone examples of the successful use of' American contractors in large scale con

struction projects in Egypt include: The overall management by Bechtel of' the 
the Ismailia power projectmulti-donor funded Shotibra Therinal Power Project; 

with GE as the prime construction contractor and Gilbert Associates providing A&E 

services and supervision. 
We have organized on a turnkey basis three additional proje-ts which received 

funding in fiscal year 1982: the Rehabilitatior of Aswan Turbines with Allis 

Chalmers, Cairo Water with I-lo ,,,- d, Harbert, Jo, es, and Grain Silos II with a con. 

tractor to be determined. 

Mr. SMITH. Do we have in Egypt a system of working daily rela
tionships with the Government on these types of projects rather 
than derling with The project itself'? Do we have an overall-you 
mentioned the word "portfolio" kind of management situation-do 

have people there that are dealing with the Government at thewe 
higher levels on a daily basis, trying to facilitate all these projects 
daily, or do we look at one project and go on to another one and 
watch the other one not go anywhere, come back to it 6 months 

http:proji.LL
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later and say, well, notiing has moved, what are you doing about it 
today?

Are we really doing what any normal managei.ient would do,
what a company that is running its business like a business would 
be doing?

A.±s. FORD. Yes, sir. We do have projects that are successful in 
Egypt. I just think that in terms of--

Mr. SMITH. I am not saying that there are not successes. That is 
not my point. My point is we are giving them money to he utilized 
for legitimately good, worthwhile, and necessary projects, but are 
we in fact just dumping the money there or are we facilitating the 
construction? 

I have heard you make. frankly, some rather poor excuses for 
why 3 years have elapsed. They get caught in interagency prob
lems? You are just telling me that there is a maze of Government 
bureaucracy. And when there is Government bureaucracy, you use 
Government bureaucracy as the excuse for it. 

My question is: Are . ? running it like a business? Are the Egyp
tians running it like a business? And how can both of us do better 
to get those projects which they really need? Tha. is what we ar
talking about, a need that exists. And frankly you know, when iL
is not fulfilled, it is not only to some degree a waste of the money
that we have put in the pipeline but it is, frankly, a short shrift on 
the average Egyptian who needs those projects.

Ms. FORD. The discussions on the deobligation/reobligation issue 
is not automatically or necessarily tied to specific projects. It is im
portant to separate those two points. That is totally separate and 
apart.

The question: yes; we do have on a daily basis ongoing contacts 
and relationships with Egyptian counterparts in Egypt; that is, be
ginning with the director of the mission and reinforced and sup
ported through his chief deputies and associates. Also on a project
basis betweez. the companies or consultant, or individuals imple
menting those projects there is an ongoing relationship, if you will, 
to see that the projects are implemented.

We have not always done 100 percent perfectly in that category.
There have been questions raised as to when did you last see a 
given project manager of the mission? I think that is a valid ques
tion. I was there in December of 1982, and went from Cairo to 
Aswan by road, Benisouef, Fayoum, Minya, and a number of other
places, specifically to look at our projects and to be able to deter
mine when was the last time there had been a contractor there,
what was the situation. 

I was satisfied on that point that it is a regular and routine rela
tionship that is going on through the conLractors and with the 
Egyptians. But I do not think that is something that we can afford 
to say is enough and that we do not have to go any further. 

Mr. SMTm. Not from the time frame the chairman indicated.
You may have been satisfied, but with the long time frame that 
has been here, frankly, it looks abused. And it really is time to get
these things moving,' !cause as I said, u!timately the bottom line 
is that necessary and worthwhile projects are not online serving
the best interests of Egypt.

Thank you very much, Mr. Chairman. 
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Mr. HAMILTON. Mr. Levine. 
Mr. LEVINE. Mr. Chairman, Mr. Veliotes looks very bored in the 

middle, like he should have some questions to him. It is appropri
ate to direct questions to the Secretary, or should we wait for his 
formal testimony?

Mr. HfAMILTON. He is there ready to go and very anxious. We 
have not given him a chance to participate. 

PRINCIPAL THREATS TO EGYPTIAN SECURITY 

Mr. LEVINE. Yes; it seemed like we were discriminating against 
him, and I would not want to do tiat. 

Mr. Secretary, in terms of the military portion of the proposal
with regard to aid for Egypt, could you outline to the subcommittee 
where the principal threats to Egypt seem to lie and the general
underlying rationale for the broad military-aid picture? 

STATEMENT OF HON. NICHOLAS VELIOTES, ASSISTANT SECRE-
TARY, BUREAU OF NEAR EASTERN AND SOUTH ASIAN AFFAIRS, 
DEPARTMENT OF STATE 
Mr. VELIOTES. Tie basic rationale for th . U.S. military and secu

rity relationship with Egypt is in our common strategic concerns 
for the area. And when we say "strategic concerns," we mean the 
threats that we perceive to the stability of the area plus the poli
cies that we share with respect to helping to assure that stability
in ways other than through military; for example, the peace proc
ess. 

Egypt and we share concerns for the destabilizing potential of 
countries like Libya. We have just seen an example of this coopera
tion, frankly, in forestalling Libyan designs.

We share significant concerns about the Soviet proxies in Ethio
pia, which is a very important country in the Horn, crucial for 
Egypt, very important for us. We can say the same about South 
Yemen and the other threats that we see emanating from the area, 
which includes Africa. 

We share these common concerns in helping the Egyptians to 
prepare thcmselves to play their role in assuring the stability and 
security of their neighbors, who are also our friends. 

We have Embarked on a military assistance program which is de
signed to repiace a part of the aging and, in some cases, inoperable
Soviet equipment. I think it is important to recognize that we are 
not in the process of replacing this equipment on a one-to-one 
basis. We are engaged in a modernization of part of the Egyptian 
Armed Forces in our common interest. 

Now, when we think about this, we have to consider as well the 
greater Southwest Asia issues, the problems of security of the gulf.
We are in a partnership with the Egyptians also with respect to 
this aspect of the security of the area. 

We have engaged in several important exercises with the Egyp
tians, which I know General Secord can address in detail. We are 
curr.cntly engaved in a program of military construction, a port on 
the Red Sea, l 9 Banas, that would be very important in allowing 
us to meet cont.ngencies of a security nature further to the east. 

[Mr. Veliotes' prepared statement follows:] 
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PREPARED STATEMENT OF HON. NICHOLAS VELIOTES, ASSISTANT SECRETARY OF STATE 

FOR NEAR EASTERN AND SOUTH ASIAN AFFAIRS 
I appreciate this opportunity to discuss with you the administration's security assistance proposals for Egypt. Before taking your questions, I would like to make a

short statement. 

U.S.-EGYPTIAN RELATIONS 
Let me begin by briefly restating the foundations of U.S. policy toward Egypt.United States-Egyptian relations are b -ed on a shared strategic interest in the stability of the Middle East and the surrou.,ding region. The Egyptians, who have paidthe heavy human and economic price of conflict, fully understand the advantagesand benefits of peace. As a result they share with us a strategic commitment to thepeaceful solution of the Arab-Israeli conflict, which is the fundamental problemfacing the region. This commitment, first made and acted on by Sadat, has been rciterated by President Mubarak and remains a lirm tenet of Egyptian foreign policy.While a strong advocate of peace, Egypt, like the United States, understands theneed to be able to deter those who would seek to destabilize the region or attempt tosubvert friendly states in the area. The Mubarak government shares with us a concern about the threats to regional stability posed by the Soviets or thei. radical surrogates within the region. Our military cooperation stems from this shared concernand is a vital element in maintaining regional stability and in deterring aggression

from within or outside the region.
The past year has seen a number of examples of the importance of close UnitedStates-Egyptian re'ations. We worked closely with Egypt and Israel to secure finalIsraeli withdrawal from the Sii,ai in implementation of the Egyptian-Israeli peacetreatv. President Murbarak has been a strong supporter of the President's September 1 peace initiative and his backing has complemented our efforts to generate

broader Arab support for an expanded peace process. 

EGYPTIAN-ISRAELI RELATIONS 

I wculd like briefly to review the status of Egypt's relations with Israel, since Iknow this is a subject of interest to the committee. Mr. Chairman, I note from yourreport on your very useful trip to the region last fall that you discussed this subjectwith President Mubarak. I know that other congressional visitors to Egypt havedone so as well. I would point out that President Mubarak's statements to the Congress, to this administration and, indeed, to the public are strikingly consistent onthe subject of peace with Israel. President Mubarak's government is committed to apeaceful relationship with Israel in accordance with the treaty between them and tothe pursuit of a bruader peace in the Middle East.
Despite Egypt's commitment to peace with Israel, it is fair to say that relationsbetween the two countries have been strained by events in Lebanon. Egypt has recalled its Ambassador and has told the Israelis he will no return until there is anannounced plan for Israeli withdrawal from Lebanon. Israel, in turn, has coinplained to Egypt about media treatment of Israel and 
 various trade problems. AsvoU know, both states have circulated memoranda outlining complaints against the 

other. 
We have discussed our concerns about these strains with both Governments. Wehave urged both to consider the importance of their relationship to the broader goalof regional peace and to be flexible in their dealings with one another. There issome evidence that these efforts, plus the desire of each state to maintain a positiverelationship, may have begun to have some effect. Delegations from the two countries met March 2 to resume discussions on the Taba issue, which is the major outstanding issue remaining from the Sinai withdrawal. Talks on other issues of inportance to the bilateral relationship are also scheduled to be held in the near future.While progress on Lebanon is critical to the revitalization of Egyptian-Israeli relations, these direct bilateral talks are an important step in rebuilding a spirit oftrust and confidence between the two states. The resumption cf expanded peace negotiations, as foreseen in the President's September I initiative, %%ould, of course, be

the strongest stimulus to improved Erc:.pt ian-Israeli relations. 

ADMINISTRATION'S BUDGET REQUEST 

Mr. Chairman, I would like to turn now to the administration's fiscal year 1984security assistance request for Egypt. The President's request for Egypt has threecomponents: A Public Law 480 title I program of $2,50 million; an ESF program -k$750 million; and a FMS program of $1.3 billion, of which $450 million would be in 
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forgiven credits. This request is an essential part of the President's efforts to pro
mote peace and stlbility in the Middle East, and reflects the special relationship 
between Egypt atid the United States. The individual parts of our budget request 
support Egyptian Government efforts to revitalize its economy and modernize its 
military. 

Mr. Chairman, as your report on your recent visit to Egypt clearly noted, Egypt 
faces serious economic problems. While the economy is still growirl', its rate of 
growth has slowed measurably and the indications are that this will continue. At 
the same time, foreign exchange earnings from touirism, the Suez Canal, oil exports 
and remittances from Egyptians working overseas are all down. The rapidly de
creasing price of oil may contribute to further declines in three of these four areas. 

The Mubarak Government recognizes Egyp 's economic problems. President Mu
barak has graphicaiiy outlined these problems for the Egyptian people, speaking 
more frankly than any modern Eg- ptian head of state. President Mubarak under
stands that change is needed if El.vpt is successfully to rebuild its economy and 
achieve a better life for its people. Change, of course, means economic reform. The 
Mubarak Government is implementi. g reforms, although not always at the pace 
that we and others might think oest. But unlike the past, the issue is no longer 
whether reforms are needed, but rather the pace at which they are to be imple
mented. 

Our military assistance program for Egypt is designed to help the Mubarak Gov
ernment modernize its military establishment, which is still largely equipped with 
aging Soviet equipment. Egypt needs a credible military force to deter the direct 
threats to itself from radical states in the region and to help support others from 
aggression. Our military assistance and training programs are critical parts of the 
Mubarak Government's efforts to maintain a credible military force. Given Egypt's 
economic problems, hoever, we have sought to package this assistance so it will 
have the lowest possible cost for Egypt. 

In closing, jet me reiterate the special nature of our relationship with Egypt, 
which has its roots in shared strategic interests and a common dedication to the 
pursuit of regional peace. Both the economic and military components of our secu
rity assistance program are designed to strengthen that relationship and thereby 
serve vital U.S. interests in the Middle East. The Mubarak Government sees this 
assistance as a tangible demonstration of U.S. support and as a key component of its 
own efforts to deal with its economic problems and to rebuild its military strength. 
In short, this assistance is an investment in support of not only a key Middle East
ern ally, but regional peace and stability as well. 

I would be h:ppy to respond to any questions or comments you might have. 

LIBYAN THREAT TO EGYPT 

Mr. LEVINE. If' I might explore the Libya issue with you for a 
while. Could you describe to the subcommittee what the nature of 
the threat from Libya is to Egypt dircctly and indirectly? 

Mr. VELIOTES. Well, there has been in the past an 7utbreak of 
direct hostilities between the two countries. I think that is a less 
likely contingency as we look to the imnediate future. The threat 
of Libyan subversion of countries in the area, particularly the 
Sudan, for example, is a thr- ,t which is very high up on the Egyp
tian priority list. 

Now, this is not just a theoretical concern apart from the recent 
occasion of Libya's attempt to subvert the Sudan. Back a couple of 
years ago Libya, Ethiopia, and South Yemen formed an alliance, 
the specific purpose of which was to subvert the Sudanese (and in 
that manner to get at the Egyptians) and also to try to subvert the 
southern part of the Arabian Peninsula through South Yemen. 
And as you know, Mr. Levine, over the years South Yemen has 
been active in this capacity both with respe . to Oman and North 
Yemen. 

Mr. LEVINE. Do we know how the Egyptians, and can you tell us 
how the Egyptians specifically viewed our sending of the AWACS 
recently? 
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Mr. VELIOTES. Yes, sir. If you will recall, the AWACS were operating in Egypt, at the invitation of the Egyptian Government. Wehad a scheduled exercise. We moved it up because of the threat
that had been identified. So this was a cooperative venture, and it 
succeeded.
 

AMERICAN TRANSFER OF AWACS 

Mr. LEVINE. Does our recent sending of the four AWACS reduce,increase, affect at all, the threat in the short term from Libya to 
Egypt?

Mr. VELIOTES. I would think that it carries with it a message ofthe reaction that can be expected if there is an overt military
attack. 

Mr. LEVINE. T think it was to you that I asked this question at aprior hearing, aut I am not certain. I did ask an administration
witness whether we had asked the Saudis whether the AWACS ofSaudi Arabia could be used in the Middle East instead of having tosend AWACS from the continental United States. And someone 
was going to get back to me with an answer and I have not re
ceived that answer yet.

Mr. VELIOTES. That was me. Let me confer with my colleague.
[Pause.] 
Mr. VELIOTES. I can confirm what I suggested at that time. Wedid not a k the Saudis and we did not wish to because of the threatthat we see continuing to the gulf from the war in Iran-Iraq.
Mr. LEVINE. I do not understand that. I do not understand why it was, therefore, more in our interest to expand the resources tosend AWACS from Kansas, or wheiever we sent them from, rather 

than from Saudi Arabia. 
Mr. VELIOTES. It was a judgment call that the expenditure forthose resources would be much cheaper than the cost, should some

thing happen to the oil-producing facilities in Saudi Arabia.
Now, exactly where the AWACS came from-yes, they did

from the continental United States. 
come 

Mr. LEVINE. I will yield to my colleag, i from California. 
Mr. LANTOS. I was intrigued by a portion of your answer, Mr.Secretary, that says it was much cheaper to do it that way. Who, in

fact, is paying the cost of those AWACS? 
Mr. VELIOTES. I think we funded the AWACS. 
General SECORD. In Saudi Arabia? 
Mr. LANTOS. Yes. 
General SECORD. The Saudis are paying the majority of the bill 

in Saudi Arabia. 
Mr. LANTOS. What proportion is the majority?
General SECORD. I do not have that. It is a very large majority of 

the cost. 
Mr. VELIOTES. We paid for the deployment to Egypt, I recall.General SECORD. Of course. The point is it would have been fool

ish to uncover the oil wells of Ras Tanura to move to another 
threatened area. 

Mr. LEVINE. Then as I understand your answer, you are sayingthat if we had asked that the AWACS be moved from Saudi Arabiato Egypt, we would have been, in your opinion, opening up an im
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minent threat to the oilfields in light of the Iran-Iraq war. Is that 
your testimony? 

Mr. VELIOTES. There is a continuing threat, a potential threat. I 
believe I also mentioned that there had been-I do not know how 
many weeks ago-just a few weeks ago-an Iranian aircraft 
coming over that way that was picked up. And this was in the 
press. The Saudis reacted, and it went back home. 

IRANIAN THREAT TO SAUDI OILFIELDS 

Mr. LEVINE. Do we have reason to believe that there is an immi
nent threat to Saudi oilfields from Iran? 

Mr. VELIOTES. We have reason to believe that there is a very un
certain and unpredictable situation, which includes certain Iranian 
aircraft that are purported to always be on the ready. 

EGYPTIAN-ISRAELI RELATIONS 

Mr. LEVINE. I have been advised my time is up. I wanted to ex
plore this, but let me just ask you one further question and I will 
get into this on the second round. That is, in reviewing your testi
mony that you submitted, you indicated that we have-that by our 
talking to the Governments of both Egypt and Israel wi n regard to 
some of the strains in the current relationship between the two 
countries we may have begun to have some effect. 

Can you elaborate on how and in what areas the Government of 
Egypt is responding differently to the Government of Israel with 
regard to the areas of current tension as a result of our recent con
versations with those two Governments? 

Mr. VELIOTES. Well, the most specific recent example of this is 
the fact that you have a meeting going on now on Taba in Ismailia 
long delayed since April, and there is scheduled in the next 2 
weeks a meeting on trade and commerce, in Ismailia, also delayed 
by several months. 

This is a beginning. We hope that these meetings will be fruitful. 
They will have to continue, obviously. We are not thinking of solv
.ng the situation, or just meeting for the sake of' meeting. But 
meeting for the sake of trying to address problems in a continuum. 

Mr. LEVINE. Any progress with opening the Israeli consulate at 
Sharm Al Sheik or the return of the Egyptian Ambassador? 

Mr. VELIOTES. No progress on opening the consulate at Sharm Al 
Sheik. I would have to find out more about that in det:1. On the 
return of the Egyptian Ambassador, the situation is tle r..me as 
when President Mubarak was here. When we get an agreement for 
withdrawal of foreign forces, he said the ambassador would go 
back. 

Mr. LEVINE. Thank you. 
Mr. HAMILTON. Mr. Siljander. 

ARMS SMUGGLING THROUGH THE SINAI 

Mr. SIblANDER. We all know about the strains in the relations, 
and when President Mubarak was here one of the questions that 
was asked of him dealing with the relationship with Israel, he 
asked many specifics about recalling the ambassador, the freezing 
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of trade, the canceling of the meeting of the Joint Trade Commis
sion, the smuggling of arms, th- infiltration of terrorists, the anti
semitic cartoons appearing in the government-controlled newspa
pers-there is a long list of things that he went point by point by
point outlining from his view how either wrong or erroneous or out 
of context some of those accusations were that were made. 

And, of course, one of the deep concerns to Israelis, they accused 
over 70 times there have been arms smuggled through the Sinai. 

Now, we heard from the President himself that they are doing
all they can do, that he felt we were doing all we could do to help.
Are we doing all we can do from our standpoint? Do you feel that 
Egypt is doing all they can do to pull back the relations in the 
areas we have outlined, especially in the areas of arms smuggling?
In fact, the President, as I recall, even suggested that there were 
arms being smuggled the other way, and they have stopped much
of the arms smuggling going both ways themselves; riot just
simply-in other words, he was implying that they were not freely
allowing the smuggling to occur. It was happening. They cannot 
stop it. It happens both in and out, from both sides. 

But the concern is it seems like 70 times or more is certainly an 
extreme amount of instances. I wondered if you could respond to 
that. 

Mr. VELIOTES. Well, on the specific allegations of arms smug
gling, when I have talked to the Egyptians about this they have 
said that certainly, they have no evidence that it is happening;
they are doing their best to stop all smuggling. Smuggling has been 
going on for centuries and it includes narcotics and a lot of nonmil
itary items, radios, et cetera. 

As far as evidence to support the specific allegations of arms
smuggling, because I think that is what catches most people's eyes
and causes the greatest concern, I do not think there has ever been 
any evidence put forward to substantiate Israeli allegations on 
arms smuggling.

Now, certainly, is everyone doing enough? I doubt it. You can 
never do enough. Are we doing all we can? Well, we doing allare 
we can-our judgment is we are doing all we can given the circum
stances. How much is enough? I do not know. 

At least we were able,to get these two trLIks unfrozen. We think 
that is a positive development. That is not al) that should be done. 
How fast can the pace go? In my judgment, it is doubtful that you
wifl see this pace pick up significantly until or unless there is an 
agreement on Lebanon, which is something very important to the 
Egyptians.

Mr. SIUANDER. So we are stalemated and the things I have out
lined, for the most part, you would agree that these are valid con
cerns? You implied that---

Mr. VELIOTES. Everything is a valid concern. I gather that the 
press issue has receded somewhat. The Egyptians have apparentlv
taken some action in that field, and 1 think the Israelis will agree.

Obviously, there is some truth to most allegations on both sides. 
As you know, both sides have submitted memoranda. Our answer 
to this is not to takf ,ides, but rather, try to take some concrete 
and practical steps to ,et them back in touch to improve relations. 
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Mr. SILJANDER. So obviously, then, I guess-I know you cannot 
come right out and say anything in par:icular, but certainly these 
things are valid to be concerned about. 

Mr. VELIOTES. Oh, they are valid to be concerned about, but that 
particular issue of gun smuggling I have addressed. We have heard 
this off and on over the months, and the evidence---

Mr. SIMOANDER. Have you talked to the Egyptians about it? 
Mr. VELIOTES. We have talked to both sides, sure. And we think 

that certainly the last time Egypt and Israel discussed this, it is 
our information that the Israelis agreed that the majority of smug
gling cases involved nonmilitary items. It is a border violation. 

I think the other issues are really more important, frankly. The 
question of press treatment is important because that affects mass 
attitudes, and this is something that we have beer concerned with. 
There has been some improvement. 

The lack of contact on normalization issues, that concerns us. 
That is part of the treaty. The problem of settling this Taba issue, 
which does not mean much to anyone except the Egyptians, but it 
is very important. That concerns us. 

EGYPTIAN-ISRAEL OBSERVANCE OF THE PEACE TREATY 

Having said this and having agreed that there is a list of con
cerns, that the U.S. Government has been directly involved and 
that we think we have at least some modest successes to show for 
our involvement, I do not think we should lose sight of the fact 
that the Egyptian-Israeli treaty exists. In its essence it is being ob
served scrupulously by both sides, and both governments are very 
much in favor of the treaty and all elements of it, not just the 
formal treaty itself'. 

Lebanon was a tremendous test. It was quite a shock for the 
Egyptian side, In t!;eir view, they took the minimum action they 
could and they remind us that they did not withdraw their ambas
sador until the great outcries over the killings in the two cam)s. 

So while recognizing and agreeing that a cooling of Egyptian-Is
raeli relations is a matter of concern, and that we should work on 
it and try to work with the parties to improve that situation, we 
should always keel) before us that the treaty is there, it is a reality, 
and it is still the bedrock of our peace policies in that area. 

Mr. SILJANDER. Let me just say I do not know if I could agree 
that it is being scrupulously adhered to, the peace treaty, but cer
tainly I think there is an attempt on both sides certainly to do 
that. What about the information PLO center, in Egypt'? That has 
certainly been a concern brought up time and time again. 

EGYPTIA' INFLU:':CE ON THE PLO 

From your perspective, I woul. be interested in knowing based 
on that what influence you think the Egy.'ptians do have in the 
PLO. And if they do have some sort of influence, they must align 
the info. "nation center tnere. Wouldn't you assume they would 
have b,''er influence on bringing the Jordanians into the peace 
process? Couldn't Egypt be encouraged somehow, through our nego
tiations now on funds and such, to encourage more participation on 
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holding treaties and bringing others into the peace-keeping negoti
ations? 

Mr. VELIOTES. As far as the Egyptian-Israeli treaty and elements 
of it or things that are related to it, I think I have addressed that.
And both the Egyptians and the Israelis have shown a willingness 
to move away from a frozen situation. 

On the question of the peace process, the Egyptians are fully sup
portive of President Reagan's initiative. They have urged the PLO 
publicly to recognize Israel and U.N. Resolutions 242 and 338 as 
the basis of the peace process. They are fully supportive of a move 
by King Hussein to the peace process, to join us in the peace 
process.

The question of how much influence Egypt has with the Palestin
ians, with the PLO, this is a difficult issue to address. Obviously,
Egypt, as the most important Arab country, has influence, but that
influence competes with the influence of other countries, including 
some that exercise a very strong negative influence-Syria, for ex
ample, and Libya.

The mere fact that the information center exists should not be 
taken as a sign of any significant influence. There is a PLO infor
mation center in Washington, and I do not think anyone would 
suggest that we have any significant influence on that 
organization.

To summarize this, sir, the Egyptians have been in the forefront 
of supporting U.S. policies toward the peace process, and that in
cludes urging the PLO publicly as well as privately (but publicly is
what people see and hear) to throw away the negativity of the past
and be prepared to recognize the reality of Israel and to accept that 
Israel has a right to live in peace and security. 

Mr. SILJANDER. My time has run out. What I was trying to say is
do you feel they can play more of an important role in influence 
and bringing others into the peace process; namely, the Jordani
ans? Yes or no. 

Mr. VELIOTES. I think they are doing all they can at the present
time. 

Mr. SILJANDER. That is your opinion? 
Mr. VELIOTES. Yes, that is my opinion.
Mr. HAMILTON. Mr. Lantos. 

EGYPTIAN-SOVIFT RELATIONS 

Mr. LANTOS. Thank you very much, Mr. Chairman. Mr. Secre
tary, how would you describe, as specifically as you can, current 
Egyptian-Soviet relations? 

Mr. VELIOTES. I thibk they are chilly but correct, in the sense 
that they have diplomatic relations ormally but they do not have 
ambassadors. 

Mr. LANTOS. Is there any aid being received by Egypt from the 
Suviets? 

Mr. VELIOTES. No. There were some Soviet technicians who came 
in about a year ago. 

Mr. LANTOS. That is correct. 
Mr. VELIOTES. To finish up some projects, some technical assist

ance projects. 
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Mr. LANTOS. Are they still in Egypt? 
Mr. VELIOTES. I have not heard of them. I could check that for 

you. We will check that for you. 
[The information follows:] 

We understand that a small number of Soviet technicians are still in Eqypt. 
These technicians returned to Egypt to carry out installation of Soviet equipment 
acquired previously, to undertake servicing of Soviet supplied equipment, and gener
ally to undertake only the most essential activities related to the equipment. 

EGYPTIAN-SAUDI RELATIONS 

Mr. LANTOS. How would you describe Egyptian-Saudi relations at 
the moment? 

Mr. VELIOTES. I would say cordial but not correct in the sense 
that they do not have diplomatic relations formally. 

Mr. LANTOS. What further acts of contrition do the Saudis expect 
Egypt to undertake before they deign to reestablish diplomatic re
lations? 

Mr. VELIOTES. I do not know, sir. As you know--
Mr. LANTOS. What is your guess? 
Mr. VELIOTES. We have strongly encouraged our Arab friends to 

restore relations vith Egypt. I do not know, I think--
Mr. LANTOS. Wnat specifically have we told the Saudis on this 

issue, Mr. Secretary? 
Mr. VELIOTEE. What we have told the Saudis is that we would 

support a rapprochement between them and Egypt. They know 
that. 

Mr. LANTOS. Did we tell them that in our view, Egypt making 
peace with Israel is not a capital crime? 

Mr. VELIOTES. Yes, sir. 
Mr. LANTOS. What was their response? 
Mr. VELIOTES. Their response basically is not to disagree but to 

say that is half of the problem. The real issue of importance to us 
is the Pa!tstinian issue. 

SAUDI TRADE EMBARGO ON LEBANON 

Mr. LANTOS. Speaking of the same general topic, were we advised 
by the Saudis that they would place a trade embargo on Lebanon? 

Mr. VELIO'rES No. 
Mr. LANTOS. A high Lebanese official has advised us that Leba

non was not advised of this by the Saudis, either. What is your
view of Saudi Arabia placing a trade embargo on Lebanon? 

Mr. VELIOTES. If it happened-and I am not sure it has hap
pened-it would be very unfo'tunate. 

Mr. LANTOS. According to the Lebanese, it has happened. 
Mr. VELIOTES. I have no confirmation of that, but I have heard 

the same report. 
Mr. LANTOS. Are we planning to discuss this with our Saudi 

friends? 
Mr. VELIOTES. I would just say that in this forum we believe that 

the government of President Gemayal requires and deserves sup
port from its Arab friends. 

Mr. LANTOS. Acc( -ding to them, thcy are getting a great deal of 
negative pressure raLher than support. Since we are one of their 
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friends, my question is are we going to use our good offices with
the Saudis to stop the trade embargo they have imposed on Leba
non? 

Mr. VELIOTES. Well, we are going to continue our dialog with the
Saudis to explain why we believe the Government of Lebanon is de
serving of their full support. 

EGYPTIAN PARTICIPATION IN "JADE TIGER" MILITARY EXERCISE 

Mr. LANTOS. Mr. Secretary, the last United States-Egyptian military exercise was Bright Star 1981. Isthere any reason why Egypt
did not participate in the 1982 Jade Tiger military exercise? 

[Pause.] 
Mr. VELIOTES. There was a participation but it was a scaled-down 

participation.

Mr. LANTOS. What was the scale of it?
 
Mr. VELIOTES. We were allowed 
 to transit our aircraft through, 

as I recall.
 
Mr. LANTOS. There was no active participation by Egyptians?
 
Mr. VELIOTES. No.
 
Mr. LANTOS. Did we seek any?
 
Mr. VELIOTES. 
 Excuse me, sir, let me ask the general. That was 

November 1982.
 
Mr. LANTOS. Did we seek any Egyptian participation?
 
Mr. VELIOTES. Originally it was scheduled to, I believe.

General SECORD. 
 We talked to the Egyptians about participation

in Jade Tiger, just as we talked to them the year before and we
talking to them now 

are 
about this year. They declined to participate

with their forces in Jade Tiger because of the Lebanon war. They
did, however, allow us to stage a very large number of our Military
Airlift Command aircraft through their facilities, without which we

could not have done the exercise.
 

BRIGHT STAR 1983 

They have also publicly announced that they will participate in 
Bright Star 1983. 

Mr. LANTOS. What will be the extent of their participation?
General SECORD. Very large.
Mr. LANTOS. Can you give us a ball park estimate? 
General SECORD. No.
 
Mr. LANTOS. Because you do not know?

C neral SECORD. I do know, but the details are classified. I would


be h.,ppy to give it to you on a classified basis. 
[The information follows:] 
The extent of Egyptian participation in Bright Star 1983 has not been determined.Joint meetings will be held in April to determine Egyptian participation. We antici

pate a large Egyptian participation. 

EATSCO INQUIRY 

Mr. LANTOS. My final question, Mr. Chairman, relates to a 1982 
Wall Street Journal I story which reported that an ex-CIA agent 

ISve apl. 12. 

18-551 0-83---7 
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was acting as a middleman in the shipment of U.S. arms to Egypt. 
Serious questions were raised about windfall profits for the compa
ny created by this ex-CIA agent. And our understanding in connec
tion with this whole affair was that the Defense Security Assist
ance Agency has no auditing force. I have two questions. 

What is the status of the inquiry into this matter? 
on and, if IMr. VELIOTES. I believe the inquiry continues to go 

am not mistaken, is it sub judice, Congressman. 
Now what was your second question, sir? 

DSAA AUDITING FORCE 

Mr. LANTOS. Does the Defense Security Assistance Agency have 
an auditing force? 

Mr. VELIOTES. I assume it has an auditing function. I am familiar 

with the details of the article. [Pause.] 
Mr. VELIOTES. We will have to get you that information. 
Mr. LANTOS. You do not know whether they have an auditing 

agency or not? 
auditing function. NowMr. VELIOTES. I am sure they have an 

just how it vorks, I do not know. 
Mr. L.'-. ros. Is the company in question still serving as an agent 

for United States arms sales to Egypt? 
General SECORD. It never has and does not now serve as an agent 

for arms sales. It is in the role of freight-forwarder, which is a 
direct commercial relationship between the Government of Egypt 
and that company. 

Mr. LANTOS. Does it still perform that function? 
General SECORD. It does. 
Mr. LANTOS. Does the Department have any o.ijections to that 

company performing that function? 
As far as I know, there have been certain allega-Mr. VELIOTES. 

tions made that . have not been proven and I would not even ex
press a judgment as to whether the Department agrees or dis
agrees. We do not usually get involved in this kind of an issue. 

Mr. LANTOS. Thank you, Mr. Chairman. 
I am told that the Maritime AdminI.-tration auditsMr. VELIOTES. 

we will havethe freight-forwarding shipments for the DSAA, but 
to get you that information in more detail. 

[The information follows:] 
The Defense Security Assistance Agency (DSAA) is a relatively small Defense 

to oversee the im
agency (13-1 pcoplo) with a fairly narrow nssion. That mission is 

plemontation of s curity assistance programs. Given the size and role of DSAA. the 

a resident audit force. However, like many Defense agencies ofAgency does not have 
access to the audit capability of the Defense Audit Service

similar size, it does have 
and the Defense Contract Audit Agency. 

The Departmernt of State understands that the Office of the Inspector General of 

the Maritime Ad 1 inistration acts as an auditor for DSAA. 

Mr. LANTOS. Thank you. 
Mr. HAMILTON. Chairman Solarz. 

MILITARY SPENDING BY EGYPT AND ISRAEL 

Mr. SOLARZ. Thank you very much, Mr. Chairman. 
Thank you very much, Mr. Chairman. Gentlemen,Mr. SOLARz. 

could you tell us whether military spending in Egypt and also 
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in Israel has gone 
 up or down since the Camp David agreement
and the peace treaty between those two countries? 

General SECORD,. In real terms?
 
Mr. SOLARZ. Nominal.

General SECJRD. It has gone up in absolute terms since 1979 substantially. In real terms, Congressman Solarz, I do not know. Ihave not factored in the inflation. I would have to do an exercise 

on that. 
Mr. SOLARZ. But it has gone up in real terms in both countries? 
General SECORD. Yes, it has.
Mr. SOLARZ. Could you tell us how much it has gone up in each

since then? 
General SECORD. Yes, I can. 
[The information follows:1 
How much has military spending in Egypt and Israel gone up or down since the

Camp David Agreement?
The chart denonstrates that both countries military spending has steadily

creased since the Peace Treaty in 1979. 
in

1979 ........... S1.000OM(S500OMforgiven) ...... ...... $1.500 OM(fora 3-year
per:odf. 
2,200OM (redeployment)...............

j800 CM(airbaseconstruction)

1980 ............... S O1,000
M (S5000M forgiven) 01981 ... ... .... ...S1.200 OM(S500 . .. $500.CCM fcrgiven). ... ........ M (Supplmenlal)
 

$200 OM(redeployment).........
1982 ........ 1,400 OM(S550.0M forgiven)............. 90 M(S2000M forgiven).
1983 ......... 
 . ... ..1,700 OM(S750.0M fofg:,en). 51.3250M ($4250M forgiver.).1984 (Proposed). 31,700C, (S5:" OMforgiven) S1,300.M ($4500M forgiven). 

INCREASED REVENUES FOR EGYPT SINCE CAMP DAVID 
Mr. SOLARZ. While you are figuring it out, let me move on to another question. Mr. Secretary, could you tell us how much of a peace dividend Egypt has received as a result of the Camp David
agreement, in terms of the increased 
revenues which are availableto it as a result of the return of the oil resources in the Sinai; thereopening of the canal; minus the increase in aid from the United
States; minus the loss oi aid from the Arab countries that followed


the peace treaty? 
Mr. VF,.TO'TFs. Let me--
Mr. SOLARZ. Could you do it for the record? 
Mr. VELIOTES. I could do it for the record, sir. We have problemson what the exact revenue earnings of the Canal might be todayand what the price of oil is. The two of those together must be over$1 billion. And we would have to check the total U.S. aid figures.
Mr. SOLARZ. What I am interested in figuring out is from thetime of the Camp David agreement to the present, has Fgypt benefited or suffered as a result of its willingness to make peace with 

Israel. 
In an equation like that, presumably the remittances would notcount one way or the other because Egyptians working in the Arab

countries were not forced to leave. 
[The information follows:] 
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Prior to its withdrawal from the Shaab Ali (formerly Alma) oil field in Sinai, 
Israel was producing approximately 40,000 barrels of oil J-er day from the field. 
Amoco, which now operates the Shaab Ali oil Field as part of its concession in Egypt, 
has followed a more cautious depletio, policy than did Israel. We estimate that $1 
billion worth of oil has been taken from the field SiFI' it reverted to Egyptian con

trol. The field has produced 30,000 hhl/day si'we l.,'t,, but oiliput was vonsiderahly 
lower in 1980-81. 

Based on the level of Arab donor disbursements prior to the Camp David Agree
ment, we estimate that Egypt has foregone a minimum of $500 million annually in 
aid from the Arab countries. Therefore on a narrow cost-benefit tally of oil produc
tion gains against Arab assistance losses, Egypt has suffered a loss of about $1 bil

lion in the period 1979-1982. However, if other benefits are taken into account, in

cluding the continued operation of the Suez Canal (alluded to by Congressman 
Solarz), which earns Egypt about $800 million annually, the special Camp David 
ESF supplement of $300 million, and the tourism and foreign investment inflows 
which are positively affected by the improved atmosphere of peace between Egypt 
and Israel, Egypt has clearly benefitted from the Peace Treaty. 

AID LEVELS FOR EGY~r AND ISRAEL 

Mr. SOLARZ. Now let me ask you something which I think is far 
more important. This really goes to the whole question of resource 
allocation. We are, of course, the ones upon whose shoulders it will 
fall to defend this request, assuming we approve it as we have in 
the past when it comes up in committee and on the floor. 

I think it is important to put some of these questions to you be
cause to the extent that we run into resistance '.o these requests
and I am talking now not just about Egypt, but Israel as well-it 
seems to me the objections are likely to come along the following 
lines. 

We all recognize the significance of the Camp David agreement. 
We all recognize the significant sacrifices Israel has made. We all 
recognize the great contribution which Egypt has made to peace. 
We all understand the importance of continuing the peace process. 
And finally I think we all recognize that both Israel and Egypt are 
very good friends of the United States and that the kind of rela
tionship that has developed between us clearly serves our interest. 

Having said all that, peoplc are likely to point out that when you 
add up the total amount of our aid for Israel and Egypt it comes to 
approximately $4.8 billion. That in turn comes to approximately 47 
percent of our global FMS, ESF, Public Law 480, MAP, and IMET 
programs. It also happens to come to approximately 48 percent of 
the entire FMS, MAP, and IMET progrums. In other words, of our 
global military assistance programs, 48 percent of it is going to two 
countries. 

If you take our entire bilateral aid program, military as well as 
ecolomric development assistance-Public Law 480, FMS, MAP, 
IMET, and ESF-Israel and Egypt collectively get 41.6 percent. 

Now we are obviously a global power. We have responsibilities 
not only in the Middle East but in Africa and Asia and Central 
America and Latin America. How does the administration justify 
devoting so large a percentage of the resources which the adminis
tration itself has requested to just these two countries? 

Mr. VELIOTES. Mr. Chairman, you have made a very eloquent 
summary. 

Mr. SOLARZ. That was a question, in my capacity as a devil's ad
vocate.
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Mr. VELIOTES. No; I say this seriously. Your presentation leadingto your question was a very eloquent summary of the reason whywe spend a lot of resources in Egypt and Israel. As far as thn percentages worldwide, I believe the administration could make a casethat we need more. That would not affect the absolute levels goingto the two countries concerned but could affect the percentages of

the global resources. 
I do not believe we can look at the resource transfe-s to Egyptand Israel in terms of transfers to two countries. What we aredoing is creating the building blocks for peace and security and stability in that broader area. The Egyptian-Israeli relationship is cru

cial to both j-: peace and security policies.
Mr. SOLARZ. There is no doubt that the aid to Israel and Egyptcan be justified in its own terms. I do not think anybody can seriously challenge that. In fact, I think one could easily justify significant increases for both countries in their own terms.But to the extent that members raise questions, to the extentthat the American people -aise questions, to the extent that thepress raises questions, as they do and as they will, you have asked us to approve a foreign aid budget in which you are devoting 47percent of all of the moneys in the FMS, MAP, IMET, ESF, andPublic Law 480 to programs in Israel and Egypt.
Is it your position that the significance of the peace process inthe Middle East is so great in relationship to our national securitythat this kind of resource allocation is justified?
Mr. VELIOTES. Yes, sir. This is what I was trying to say, and itgoes beyond these two countries. We are talking about the entireregion and when we speak of thq security and stability of the area,we mean the resources of the gulf and also significant parts of 

Afr'ca. 
Mr. SOLARZ. Have we made any specific commitments to Israel or
Egypt in the past that obligate us to provide these particular levels
of assistance, or do we arrive at these levels of assistance out of a
kind of zero-based budgeting analysis which leads us to the conclusion that our interests are served by giving them a level of aid com

mensurate with the totals?

In other words, is it like the Philippines, where we made a commitment in the base agreement to provide the Philippine3 $50 million in military aid a year for x number of years?

Mr. VELIOTES. No; it is not 
in that sense, but it is not startingfrom a zero base either. I think we have to be perfectly aware that we have political factors involved here that are very important. Weare committed to a high level of assistance, economic and military,

to both countries. 
Mr. SOLARZ. Supposing, say, the Appropriations Committee, in itswisdom, decided that this kind of resource allocation did not make sense and that we ought to devote more of our resources to otherstrategic and significant countries in Asia, Central America, and inAfrica, if consequently they decided to reduce the level of aid forEgypt and Israel in order to free up money for these other coun..tries; do you think that would be in our national interest? 
Mr. VELIOTES. No, I do not, sir. 
Mr. SOLARZ. And why not? 
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Mr. VELIOTES. In the first place, there is a need for these re
sources in these two countries. These two countries are key to our 
hopes and our plans for the stability and security of this entire 
region. Should there be Members o' Congress who wish to address 
priority areas in resource terms outside of my area, outside of 
these countries, I suggest they appropriate additional resources. I 
do not see how you buy more national security by shortchanging 
Egypt and Israel. 

CONSEQUENCES OF REDUCING AID LEVELS 

Mr. SOLARZ. If we were to reduce the aid levels for these coun
tries by significant amounts, what would be the consequences for 
the peace process? 

Mr. VELIOTES. Very adverse both in Egypt and Israel. Different 
reactions. 

Mr. SOLARZ. Could you elaborate on that? 
Mr. VELIOTES. Of course. On the Israeli side we would be viewed 

as taking actions which were designed to impact adversely on Isra
el's security and Israel's economic well-being. This would have the 
result of making the Israelis much less secure, much less willing to 
take any risks to enlarg:e the peace circle. 

On the Egyptian side, we would have been perceived to be unreli
able for the first time in 10 years. The Egyptians as a whole would 
seriously question the rationale behind Sadat's strategic turn
around when he moved away strategically from thie Soviet Union 
to the United States. The reactions amongst the economic manag
ers and the military would be such as to almost certainly lead to a 

ase3ignificant reduction in American influence and an incr in ten
sion. 

Mr. SOLARZ. You think this would significantly diminish the 
prospects for further progress in the peace process? 

Mr. VELIOTES. Yes, very muc so. 
Mr. SOLARZ. Between Israel and the Arabs? 
Mr. VELIOTES. Yes. And I believe it would run very E'?rious risk 

on the Egyptian-Israeli treaty too. 
Mr. SOLARZ. I agree entirely with that analysis, Mr. Secretary. I 

think it has been very helpful to get it on the record. 
If what you say is true-and I personally believe that it is

where does this all end? Are we locked in perpetuity into multibil
lion dollar aid programs in the region? I say that in recognition of 
the fact that should the day ever ccme-and I fervently hope, Nick, 
as a friend of mine, that it comes on your watch-when here is a 
comprehensive and just and lasting peace in the region, '- obvious
ly is going to cost us one hell of a lot of money if one Icoks at what 
we had to pay for the peace treaty between Israel and Egypt. 

So if we have to keep providing billions of dollars a year to keep 
the peace process going, and if we succeed in the peace process, and 
have to triple the ante in order to get the countries involved to 
make the concessions that will be necessary, does this mean in 
effect that through the rest of this century we have to be prepared 
in terms of our national interest for major aid programs in the 
region? 
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Mr. VELIOTES. Well, I cannot project out to the end of the century, but certainly when you posit comprehensive peace I think thecircumstances change radically. There will be other donors readyd willing to pick up the slack. I cannot exclude that it is going to-ttinue to cost us some money. I think this is a given because of our role in the world, particularly in the free world, but if we getto that happy day, which I do hope is on my watch, then I believe
that we will find others prepared to share the burden.
 

Mr. SOLARZ. 
 Thank you very much, Mr. Chairman. 

EGYPTIAN AGRICULTURE PROGRAM 

Mr. HAMILTON. Let me ask a few questions with regard toagricultural program. I am struck by the congressional 
the 

presentation for this year, which shows that of the $750 million in economicassistance, only $25 million of it, as I understand that presentation,is requested to support agricultural activities at a time, of course,when agricultural production has to be one of the highest priorities
in Egypt.

Now you need to couple that fact with the very large amount ofPublic Law 480 that we are providing to Egypt, that country is receiving about a third of the global program. Then what you have is an aid program on our part which is, on the one hand, not helpingthem increase production very much in agriculture, and, on theother hand, pumping in enormous quantities of food under title I.
Isn't our basic policy, therefore, inconsistent? 
Ms. FoRD. I think that there have been discussions which suggestthat there is disagreement as to what is the impact of' the title I program on Egyptian agriculture sir. Our title I program--
Mr. HAMILTON. Isn't one impact of it to discourage agriculturalproduction? Why should they work to encourage agricultural pro

duction if we are giving them the food?
Ms. FORD. Well, it is true that significant amounts, I think infact 50 percent, of wheat is imported. I am sorry. Fifty percent oftheir food requirements are imported.
You mentioned the $25 million figure for agriculture. It is asector in Egypt where we agree that there is grave difficulty interms of our being able to have a significant impact unless the


question of subsidies, price subsidies, is addressed.

The Public Law 480 title I program, I believe, needs to be viewed
in the context of the overall assistance to Egypt in that it, in 
combination with ESF assistance, represents a package of economicsupport to Egypt. There may well be differing views as to whether 

or not--
Mr. HAMILTON. Isn't there a fundamental inconsistency in thosetwo elements of our agriculture program? You have got $750 million economic aid. You are putting a trickle into agricultural production. At the same time that you are doing that, you are Imp

ing in enormous amounts of free fbod.
Ms. FoRD,. Well, arewe pumping in the enormous amounts--
Mr. HAMILTON. From the Egyptian point of' view, aren't theygoing to say, why bother. They are giving it to us.Ms. FORD. Well, sir, I think that while we provide large amountsof food, this is indeed responsive to the concerns that the Egyptians 
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have that they will be able to provide food security for their popu
lation. 

At the same time, with the $25 million that we put into the agri
cultural sector, we have identified what we believe can be effective
ly used in the agricultural sector. That includes equipment. That 
includes reinforcing and encouraging movement on the policy side, 
such as combining research and extension. 

ADMINISTRATION ASSURANCES ON REDUCING PUBLIC LAW 480 FOR 

EGYPT 

Mr. HAMILTON. Now in December of 1981, as part of' the confer
ende report on the foreign assistance legislation we got assurances 
from the Department of' State that they would continue their ef
forts both to reduce Egypt's dependence on Public Law 480 and de
crease its percentage in the program. But if you look at the 1984 
request for the title I program, it is the same as it was in 1983. 

And the question, therefore, is, haven't you gone back on your 
assurance to Congress? Why haven't you reduced that program fur
ther? 

Ms. FoiI. I do not believe that we have. We have not gone back 
fiscalon our assurance, sir. Our request this year, rather, in 1983, 

year 1983, was $25 million less than it was in 1982. The request for 
1984 is the same a.- it was in 1983, but this is after serious consul
tation and coordination with State, as well as with the Egyptians. 

aOur expectation is to continue to decrease these amounts, but in 
manner and in a staging that will not negatively impact the con
cerns that the Egyptians have very seriously expressed. 

Mr. HAM;LTON. If your title I level is the same this year as last, 
then it does not look to me like you arc decreasing it. 

Ms. FoRI). I think that on a dollar-for-dollar basis it is clear that 
there has not been a further decrease in 1984 but I think also that 
we, in considering the impact, the overall impact of the title I pro
gram, recognized that this needs to be, and we proposed that it be a 
staged phasing down because it is, in the overall context of' support, 
a very important element that must not be phased down teo quick
ly. 

Public Law 480 is 25 percent of' the total imports of wheat for 
Egypt. They still must purchase 75 percent of' their wheat. 

Mr. HAMILTON. Well, it is my impression, Ms. Ford, ttat there is 
a fundamental inconsistency in our economic assistance program to 

em-Egypt for agriculture. My own sense of' priorities is that our 
phasis ought to be on increasing agricultural production in Egypt 
and not on giving food to Egypt. 

Now I recognize that dramatic changes cannot be made in a 
year's time, but it is also my impression that you have not moved 

areaggressively on your ef'f'rt to reduce the Public Law 480. You 
giving Egypt a third of' worldwide Public Law 480 title I. It seems 
to me we can reduce that. 

You do not have starvation in Egypt today. Food consumption is 
very, very high there. Some of our food i . being used for animal 
feed. There are all kinds of urgent humanitarian needs a-ross the 
world for food, for the Public Law 480 title I program, and yo- are 
going to have a very hard time persuading me that you have your 
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priorities in order here in the agricultural program. I will tell youright now I am going to offer again the amendment to reduce thePublic Law 480, which I know you folks will oppose vigorously
when it comes up in committee. 

But I just cannot understand your thinking on it. It seems to methat the way you want to go in the program is to encourage agricultural production in Egypt. You do not encourage that production by giving them food. It seems to me the transition has to bemade to cut down on the gift of food, to increase the inputs into
agricultural production.

Ms. FORD. Yes, sir. 
Mr. HAMILTON. You have got the point?
Ms. FORD. Yes, sir. Well taken. 
Mr. HAMILTON. Mr. Ireland. 

AID PROJECTS IN EGYPT 

Mr. IRELAND. Mr. Chairman, I have to retreat in haste here, andI would be delighted to have one last parting word.
From what I learned during both our trip to the Middle East inNovember and subsequently of the operation of' our mission director, Mike Stone, there. It seems to me that is a man with the background, capability, and the understanding of what the problems 

are. 
I am distressed not only about what I have heard here today butalso that I find your agency, Ms. Ford, backing away from the kindof things that this ,nan is capable of doing over there that shouldbe done, the kind of things that the chairman today has pointed

out. 
Instead of backing away from those things you should be supporting them. The kinds of things coming there are just what your

agency needs. 
I for one support any of the initiatives that the chairman hasalong that line and will try to drum up some myself because Ithink it is a travesty. I think that the idea of not knowing what the"turkeys" are and not doing anything about them is just not goodpolicy. It is abhorrent to me. I would like to see you get this oper

ation turned around and start supporting somebody that can getjomething done over there instead of 3 years of just milling 
aro nd. 

Mr. Chairman, I thank you for the moment. And I am sorry I
have to leave. 

Mr. HAMILTON. Mr. Winn. 

BENEFIT OF IMF-EGYPTIAN AGREEMENT 

Mr. WINN. Thank you, Mr. Chairman.
Mr. Secretary, I asked this question earlier, and you had not arrived yet. I am trying to figure out in my own mind, would it bebest for Egypt to sign an agreement with the IMF and thereforehave to come to terms with IMF rather than just U.S. pressure oneconomic reforms? Why has Egypt not signed with the IMF? 
Mr. VELIOTES. We will have to get you this for the record. I knowthat they always have discussions, and I do not know whether theIMF is the vehicle. Certainly, the World Bank has been in discus
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sions with the Egyptians on some of the issues that we have been 
that Ms. Ford has been talking about; for example,addressing, 

energy. 
Would the World Bank or IMF not put more pressureMr. WINN. 

on the Egyptians than maybe we have? 
Mr. VELIOTES. Well, I do not like to use the word "pressure," be

cause it has a coercive ring. I think in the last year or two, certain
ly during this administration, the problem in Egypt has not been 

rewhether there will be certain reforms but when and how these 
forms would be implemented. 

I think the best way to continue would be in this cooperative 
mode where we and, 1 believe, the World Bank are working with 

the Egyptians in the spirit of identifying and supporting the area 
in which Egypt will institute reform. 

Ms. FORD. Precisely. 
Mr. WINN. Well, would we, would the U.S. Government, support 

an agreement between the IMF and Egypt? What would be our 
policy on that? 

the issues involved.Mr. VELIOTES. I think it would depend upon 
Ms. FORD. In trying to address the question earlier, I had indicat

ed that I was not fully enough informed to be totally responsive. 
I can say, however, with regard to energy prices and other eco

nomic areas that we very closely coordinate what it is we are look
ing to do; we very closely inform the World Bank what it is we are 

lets us know what posinterested in, and the World Bank indeed 
ture they are interested in with regard to energy pricing in Egypt. 

Beyond that, and specifically with the IMF, I do not know still. 
But if that is something that you want particular information on, 
we certainly--

Mr. WINN. Yes, I would like to have it submitted for the record 
at this stage in my questioning. 

[The information follows:] 

IMF/E(YPTIAN REIATIONS 

We believe the IMF and World Bank could provide constructive advice to the Gov
relative to meeting the rising expectations of the population forernment of Egypt 

better living standards and providing productive employment for a rapidly growing 

labor force. The U.S. supports a cooperative relationship between those internation
of Egypt. Such a relationship would provideal institittions and the Government 

Egypt with access to additional resources and policy guidance in planning resource 

utilization in the most productive manner. 
So far, Egypt has not felt that its need for additional resourcvs outweighed the 

problem of taking those reform measures which would permit access to these re

sources. 
We understand the measures advocated by the IMF and World Bank include steps 

size of public sector deficits, reduce subsidiesto gradually reduce the growth and 
level of budgeted subsidies, increase publicpa.ticularly on energy and the overall 

industrial sector productivity and adjust the foreign exchange system and exchange 
investment along the lines of comrate to encourage export growth and domestic 


parative advantage.
 
keepWe believe these are issues the government will eventually have to face to 

enable it to meet the expectations of the Egyptian people.the economy viable and 
However, it is primarily the responsibility of the Egyptian Government to decide 

when and how fast it can apply these reforms to the domestic economy as they, 

rather than the donors, must judge the political ramifications of such changes. 
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U.S. ACCESS TO RAS BANAS FACILILTY 

Mr. WINN. General, it has not been a policy of the subcommittee
this year to let the military off very easily, I have noticed. This is atough question, but I would like a little background information
about the status of the United States-Egyptian discussions regarding the U.S. access to the Egyptian military facility at Ras Banas
and the possible U.S. improvements to this facility.

General SECORD. Yes, sir. That is a tough question. First, in fiscal year 1983, the first tranche of MI,(ON moneys were. appropriated
for construction For Ras Banas. It was, I believe, $91 million. Cur
rently--

Mr. WINN. Have any of those funds been appropriated?
General SECOnD. They have been appropriated. They have beenobligated but not disbursed. One reason for that is that we had toscale down our design because we had requsted quite a bit more money than that. And second, there is a mine-clearing operation

going on there right now. 
Mr. WINN. Now, let me bring that up. There has been a littleconfusion, I think, by reports that seensome we have that some

construction had started based on the mine clearing. You have no
record of any construction having started there? 

General SEconD. No, sir. I testified to that just 2 weeks ago
before another committee.
 

Mr. WINN. Well, what funds are you asking for 1984?

General SECORD. In military construction funds for 1984 
 we areasking for $99 million, I believe it is. I believe it is $99 million. I 

may be one or two digits off on that.
Mr. WINN. I do not know if you can answer this question or not.But other than the military side, are the Egyptians still unwill

ing-and maybe Mr. Veliotes should answer this-are the Egyp
tians still unwilling to sign a letter or an agreement regarding U.S. 
access?
 

Mr. VELIO'rES. What the Egyptians have done is reconfirm the
letter sent by President Sadat. In their view, this should suffice.


Mr. WINN. But Mubarak has not reissued a letter?
 
Mr. VELIOTES. No. He said the fact that there is a letter by President Sadat binds the Government of Egypt and that he certainly

stands by it. 
Mr. WINN. Is that a sticky wicket in the negotiations?
Mr. VELIO'ES. Well, it should not be, actually. Basically, your

ability to use such facilities, be they in the Philippines or anywhere else, really depends upon the state of' relations betweet, the
countries at the time that you are using them.

Mr. WINN. So I gather that the state of the relationship between
the United States and Egypt will allow this military facility to go
ahead? 

Mr. VELIOTES. Of course. And that is going to be the determinant.
I think we are prepared to accept President Mubarak's response
and take it in good faith. 

UNITED STATES-EGYl'rlAN MILITARY COOPERATION 

Mr. WINN. Well, General, given the Egyptian reaction to therecent U.S. response to the Libyan buildup against the Sudan, 
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should we not believe that the Egyptians are still forthcoming in 
terms of United States-Egyptian military cooperation? 

General SECORD. Yes, sir, I believe that they are very cooperative 
with us. We have just completed our annual Military Coordinating 
Committee meeting in Cairo just this past week, and we have a 
good deal of rapport and agreement on military issues there. I do 
not think there is really all that much difference between what 
Egypt has said and what the United States has said about the 
AWACS deployments. 

The Egyptians have agreed that there was a definable Libyan 
threat to Sudan, and they agreed that AWACS was th, 'e on an 
exercise. I do not think they wanted to publicize anyth.ng more 
than that. 

We have had extensive private discussions with them on this 
matter. As far as we in the Department of Defense are concerned, 
the exercise was quite a success. 

Mr. Veliotes may want to expand on that. 
Mr. VELIOTES. Yes. I just want to emphasize that the exercise in

volve( Am(-rican AWACS that were brought to the area and Egyp
tian F4's in a variety of' activities, including aerial refueling. So 
there is one lesson I would draw from the recent Libyan caper is 
that it reinforced our security relationship with Egypt. 

We were able to respond quickly and we were then able to work 
together closely with them in support of a common objective. And 
it certainly reassured the Sudanese. 

TRANSIT THROUGH SUEZ CANAL OF U.S. NUCLEAR-POWEREI) WARSHIPS 

Mr. WINN. General, last year in this hearing the Department of 
Defense stated that the United States had hopes that a United 
States-Egyptian agreement would be worked out on the transit of 
the U.S. nuclear-powered warships through the Suez Canal. Now, 
has that agreement been worked out? And is an agreement possi
ble? 

General SECORD. I believe an agreement is possible. We addressed 
this matter at a very high level in January. We addressed it again 
last week in Cairo. We do not have an agreement as yet. We are 
pursuing the matter. 

Mr. WINN. What is the next step? 
General SECORD. The next step is some more technical meetings 

between ourselves and the Ministry of Foreign Affairs and their 
technical organization. They have an Atomic Energy Commission 
or some such organization, and we have to get back with them 
again and go back through one more time the liability issues and 
the special monitoring equipment issues. We have also--

Mr. WINN. Is it because they are nuclear-powered ships? 
General SECORD. Yes. Only-that is the only problem. 
Mr. WINN. That is the only drawback? 
Mr. VELIOTES. They have grave concerns about accidents, and we 

have offered to, I believe, General, to bring an Egyptian team 
through the Panama Canal. 

General SECOR). And the offer has been accepted. 
Mr. WINN. They are coming over to check the nuclear warships 

going through there? 

http:anyth.ng
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Mr. VELIOTES. To tell them what we do there.
General SECORD. The Secretary of Defense made that offer

January, and I am informed they have accepted that offer. 
in 

Mr. WINN. Then that is a step forward in that agreement?
General SECORD. We believe so. It is slow. It is not as fast as we

would like. 
Mr. WINN. I understand. Now, are you optimistic that we will 

reach an agreement? 
Mr. VELIOTES. Well, hopeful, because I have been optimistic for a 

long time, Mr. Winn. 
Mr. WINN. That is a great answer. 
Mr. VELIOTES. I am sorry.
Mr. WINN. No, I wanted your personal opinion. I respect that. 
Mr. VELIOTES. As General Secord mentioned, we are going againto go through the bidding on the technical side. We hope this time,

coupled with the demonstration of how we handle it in the Panama
Canal, that this will give them some reassurances that they do nothave now that they too can handle it in a satisfactory--

Mr. WINN. Do you think it is still a matter of an educational 
process but you are not willing to bet any money on the end result? 

Mr. VELIOTES. I am hopeful. And we will keep at it, because wethink this is something in the interest of all of our friends in the 
area. Obviously, it would greatly increase our strategic mobility.

Mr. WINN. Are you hopeful, General? 
General SECORD. Sir, I have been with this issue for a couple ofyears now, and of course I am hopeful. I am guardedly optimistic

that we will get it done this year. Guardedly optimistic, this year.
Mr. LEVINE. That is better than hopeful.
Mr. WINN. That sounds like John Riggins' representative in his

negotiations.
General SECORD. That would be easier. 
Mr. WINN. Thank you very much. 
Thank you, Mr. Chairman. 
Mr. HAMILTON. Mr. Levine. 
Mr. LEVINE. Thank you, Mr. Chairman. 

AWACS IN SAUDI ARABIA 

Mr. Secretary, I would like to follow up on several of the questions that were asked by some of the other members earlier in the
 
hearing.

First, with respect to the questions I was asking you earlier with
regard to the AWACS in Saudi Arabia, as I understood the responsefrom you and the General, I guess it would lead me to the implica
tion that there would never be a time that if the United States had
military use for the AWACS in another part of the Middle East,that it would be available to be used from Saudi Arabia. Would 
that be a correct implication? 

Mr. VELIOTES. No. I think the only implication to be drawn fromthe example that we gave on Libya is in that instance we made aninternal U.S. Government judgment that it would be best to bring
our AWACS in this case from the continental United States. 

Mr. LEVINE. And that was based upon the potential threat to the 
Saudi oilfields? 
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Mr. VELIOTES. Right. 

POSSIBLE U.S. USE OF SAUIDI AWACS 

Mr. LEVINE. Under what set of circumstances, if any, could you 
contemplate that there would be such a threat to the Saudi oil
fields that we might be able to use the AWACS that are in Saudi 
Arabia? 

Mr. VELIOTES. Well, again I do not want to judge anything other 
than the specific instance that we have already commented on. 
C!early, if the Iran-Iraq war were to end, that would help ease the 
pressure and introduce a greater sense of certainty and predictabi
lity into the situation there. Short of that, I think it would have to 
be a case-by-case basis. 

Mr. LEVINE. Do you believe the Saudis would have any objection 
to our using AWACS that are stationed in Saudi Arabia in the 
event that they did not feel there was such an imminent threat to 
their oil fields? 

Mr. VELIOTES. In the first instance, of course, these are our 
AWACS. So whether or not they stay in Saudi Arabia is essentially 
our decision, although we have decided that that is where they 
should be. 

Mr. LEVINE. So the position of the Saudis was irrelevant in terms 
of the decision that we made with regard to the AWACS last year? 

Mr. VELIOTES. The position of the Saudis was really not a factor 
because we made our own decisions on this. Now, of course, in the 
coming years there will be a Saudi-owned AWACS on station. They 
start coming on station in fiscal year 1985. We will then be able to 
withdraw the U.S.-owned AWACS, and over a period of time, I do 
not know, a couple of years, I guess-so it is not an indefinite-

U.S. UNDERSTANDINGS ON U.S. ABILITY TO USE SAUDI-OWNED AWACS 

Mr. LEVINE. Do we have any agreements or understanding with 
the Saudis as to our ability to use Saudi-owned AWACS when they 
end up being deployed, when they end up in Saudi Arabia? 

Mr. VELIOTES. To be used where?
 
Mr. LEVINE. If we had a military need in the region.
 
Mr. VELIOTES. General Secord can correct me, but it is my under

standing that we jointly decided that the Saudis needed those 
AWACS primarily, if not exclusively, there on the gulf. 

General, is that right? 
General SECORD. Yes, that is correct. We have no arrangements 

with them for the United States to use those AWACS. 
Mr. LEVINE. I take it that issue has not arisen at this point? 
Mr. VELIOTES. No, it has not. 

SAUDI-EGYPTIAN RELATIONS 

Mr. LEVINE. In response to a question from Mr. Lantos when he 
was asking you about the relationships between Saudi Arabia and 
Egypt, as I understood your response, you said that really only half 
of the issue was the Israel-Egypt peace treaty, the other half of the 
issue was the Palestinians. Was that your response? 
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Mr. VELIOTES. No. That the Saudi attitudes are that basicall-, itis not the Egyptian-Israeli treaty that is the issue, it is the unfinished business of the Palestinians. 
Mr. LEVINE. In what regard?
Mr. VELIOTES. In the sense that if the Palestinian issue can beresolved or if negotiations can start on this in a manner acceptableto the Palestinians, as defined by the Saudis, then that of coursewould solve their problems with the Egyptians.
1 aay be doing them a disservice by trying to interpret their position. It is very possible that their relationships publicly could improve for other reasons as well. I do not want to be defining theparameters of building in rigidities in this relationship.
Mr. LEVINE. What do the Saudis expect the Egyptians to do withregard to the Palestinians that the Egyptians are not doing?

[Pause] 
Mr. VELIOTES. This is somewhat undefined, frankly, sir. I am notquite sure. Clearly, the Egyptians support our policies openly andstrongly. Presumably, the Saudis would prefer that the Egyptiansbe more supportive of the Fez resolutions, for example, on the Palestinian issue. But I am not aware of their having pressed that onthe Egyptians, because there is no Saudi desire to create any tensions between the United States and Egypt. That is also not in

Saudi Arabia's interest.
Mr. LEVINE. I am somewhat baffled as to the rigidity of the Saudiposition with regard to Egypt, particularly in light of the implications that we have received over the recent past as to the increasing flexibility that we were expected to receive from the Saudis.
Mr. VELIOTES. Well, as I mentioned earlier, we would 
 certainlyhave preferred to have seen an improvement in relations between

the two countries. 

IMPACT F OIL PRICE DROP ON EGYPTIAN DOMESTIC ECONOMY 
Mr. LEVINE. Let me move to a related area that you and Ms.Ford both touched upon. Ms. Ford touched upon it before your arrival. That is, the whole issue of the change in oil prices and

OPEC. I am interested in two aspects of this: First, in how the dropin oil prices will have an impact upon Egypt's domestic economywith regard to our aid program; and second, with regard to how
the change in oil prices is likely to have an impact in Egyptian-
Saudi relations and in the relations between Egypt and othei Arab 
States. 

Mr. VELIOTES. On the first question, we would have to get something for the record for you on that, with more information than Ihave right now as to what was the effective selling price of Egyptian oil in the last couple of months. I just do not know. As youknow-this is less a science than an art. 
[The information follows:]
Egyptian Government officials have estimated that lower than anticipated oilprices would reduce foreign exchanges earnings by about $24.5 million during theEgyptian fiscal year en(ling June :30.Is3 and by about $500 mil'ion in the fiscalyear ending June 10, 19Xl. This shortfall in expected revenues should have no directimmediate affect on All) program,our although the Commodity Import Prog,-amard other relatively fast disbursing elements of the fiscal year 198:3 program and 
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request will support Egypt's ability to finance its increased balthe fiscal year 1984 

ance of payments current account deficit.
 

Mr. LEVINE. What about the second question? 

IMPAC' OF OIL PRICE CHANGE ON SAUDI-EGYPTIAN RELATIONS 

I do not think it will have any significant impact.Mr. VELIOTES. 
If we just take a look at the landscape, the relationship between 
Syria and Egypt has nothing to do with the price of' petroleum or 

as an issue. It has to do with the traditional rivalryeven petroleum 
and the fact that the Syrians are adamantly opposed to the Camp 

with Israel, as far as IDavid Accords or any steps toward peace 
can determine. 

Egypt's relations with Iraq, on the other hand, have improved 
considerably. And that is a Function, I believe, of two things: An 
Iraqi movement toward moderation, if'we can use this word, that 
goes back about 4 or 5 years, and given an acceleration by the 
threat of' Iran. Egypt has publicly acknowledged being of' assistance 
to Iraq through the sale of certain munitions and, obviously, politi
cal support. 

In the Sudan, the relatiofiships are very strong. Oman supports 
the Camp David Accords and never broke relations with Egypt. Re
lations between Egypt and Jordan have been improving. They have 
not yet been formalized, but there has been a considerable warm
ing there. 

Again, I believe that the relations between Egypt and Saudi 
Arabia should be improving faster than they are. I do not see the 
oil price having any real impact on the politics of the area. 

Mr. LEVINE. Thank you. 
Mr. Chairman, did you intend to reconvene this or did you want 

to wind it up? 
Mr. HAMILTON. It is my intention to come back after we vote. 
Mr. LEVINE. I just have two other brief' questions, but it is prob

ably best to wait until after we vote. 
Mr. HAMILTON. The subcommittee will stand in recess while we 

go vote, and then we will resume the hearing. 
[Brief recess] 
Mr. HAMILTON. The subcommittee will resume its sitting. 
Mr. Levine. 
Mr. LEVINE. Thank you, Mr. Chairman. 

U.S. POLICY ON EGYPTIAN-ISRAELI RELIATIONS 

I just have two other questions, Mr. Secretary. In response to one 
to curof my colleagues, you answered, I believe, that with regard 

have decided to basirent differences between Egypt and Israel, we 
cally try and facilitate but not set forth our point of' view. Is that 
correct?
 

Mr. VELIOTES. Yes. Rather than try to judge between the various 
allegations, and they have been leveled by both sides, we thought 
we could most productively try to get the parties to engage. 

Mr. LEVINE. And that has traditionally been our policy in deal
ing with these two countries; is that correct? 

Mr. VELIOTES. Basically I think so. 
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Mr. LEVINE. And I take it that is within the framework of Camp
David, at least in general. I mean not in terms of the specific---

Mr. VELIOTE.S. We facilitated the treaty and also the accords. 
Mr. LEVINE. Now, that triggered in my mind the first colloquy I

had with you when you testified before the subcommittee on an
other issiie a month or so ago, when I asked you whether or not
the September 1st peace initiative of President Reagan's was con
sistent with Camp David. You said yes, in fAct, it is.

I felt that by our setting fbrth our own position at that time, that
in fact it varied from Camp )avid. In light of this reaffirmation of 
our traditional role in the process, I would again simply like to 
point that out as a question with regard to consistency. I take it
that you and I will diHigree again, but I thought that it would be 
appropriate to raise ic. 

Mr. Vin.iro'rE;s. Let me say that if'the United States, sir, had 
never put forth its own positions during the negotiation of the
Camp David Accords or the sat)sequent Egyptian-Israeli, and more 
recently the creation of the multinational force in the Sinai, I don't 
think we ever would have changed this. I am certain we never 
would have had agreements between Egypt and Israel. 

Mr. LEVINE. Well, setting these forth the context or coursein of' 
a private negotiation among friends is one thing, and setting them 
Forth publicly as a proposed end point in terms of a negotiation is
something else. In terms of procedure, I thought. that when you
talked about our role again with regard to the current issues that 
are being discussed between the two countries, that it again just
seemed to me to reinforce that inconsistency,

Mr. VrLror'rrEs. Right. Let me say that the fact that the Egyptians
and the Israelis are back engaging in a constructive manner is also 
due to some specific American suggestions, however. If I can just-
I take your point ,ind I don't want to enter into a debate, but, I
would like to correcL the record if'there is any implication that the 
President in his September 1 initiative laid down the final blue
print for negotiations. That was not the intent. 

M UIIAIOA K 5 COMM ITMENT 'E 'ri.: PEACE PR100CESS 

Mr. LEVINE.-Just one other issue, and this is an issue that actual
ly I found myself asked by a number of people at home. I came 
home and reported that I had been privileged to sit in on a meeting
with our cornmittee and I rc:-ident Mubarak when he was here, and 
that being one of' the most junior inem bers of the committee, I did 
not have an opportunity to ask any questions, but I was neverthe
less able to sit through it and listen. 

I would say four or five people said to me, well, how corn)in itted is 
President Mubarak toward peace? My response was that my im
pression was that lie was quite committed, but I would like to ask 
you. -Just putting the general issue of aid in this context, I person
ally feel that President Sadat was one of the most courageous and 
successful leaders of the 20th century and was really a remarkable 
person in the Middle East and in the world, and appropriately, was 
viewed as such by the public in this country.

President Munarak hasn't yet had the opportunities to make the 
same type of impact one way or the other on the American p-'ople, 

N-a o-8r-- 8 
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and I think the type of impact that he makes will obviously have a 
lot to do with what happens in the near future in the Middle East 
and the extent to which he is committed to President Sadat's poli
cies. 

You have had probably as much of an opportunity to make judg
ments and to fbrm impressions of the extent to which President 
Mubarak is so committed, and I would be interested in your assess
ment of that. 

Mr. VELI~ors. Without any question President Mubarak i:com
mitted to the policies of President Sadat in the field of' peace and 
security. In that context, committed to P:esident Sadat's policies of' 
making a strategic choice for the United States. 

Indeed, although President Sadat was that person that you de
scribed, a man of great vision who comes along once in a genera
tion if we are lucky, President Mubarak was his very close :.onfi
dant. 

While Sadat was the architect of these decisions, President Mu
barak certainly helped put some of the building blocks in place, not 
only here where he was a frequent emissary of' President Sadat's, 
but I recall shortly after the signing of the Camp David Accords, 
when you had the great outcry amongst the Arabs, it was Presi
dent Mubarak as Vice President who went to many of the Arab 
countiies and steadfastly defended Egypt's policy and invited the 
Arabs at that time to join in. 

So what he is doing when he supports the President's initiative 
for peace and when he speaks out publicly and calls on the PLO to 
recognize Israel and to accept U.N. Resolutions 242 and :1)28, and 
when he supports ,Jordan's joining the peace process-he is not 
only demonstrating his firm commitment to President Sadat's poli
cies but to Vice President Mubarak's implementation of those poli
cies at that time. 

Mr. L~wvr.:. Good. Thank you. 

EGYP'IIAN MIII'A,'RY '-AESTO IRAQ 

Mr. IHAMILTON. I have seen reports that Egypt had mi!itary sales 
to Iraq totaling $1 bill ion last year. Is that correct? 

Mr. VELIOTES. We know there are nilitary sales, sir. We know 
that they are considerab!e. We have some idea of',ome of the items 
involved, but I don't behleve we can confirm a figure like that. Gen
eral? 

EGYI'TIAN MILITAiRY SALES TO OTH'EiR COUNTIIES 

Mr. HAMILTON. lave they sold military equipment to other coun

tries? 
General SEcoRD. Yes. 
Mr. HAMIiroN. Which ones? 
General SE:coRi. I think we would have to furnish for the record 

our sheet on that, but they have supported Sudan in the past, they 
have supportedJ Chad. 

us a little report on the countriesMr. IIAM11.'rON. You might give 
where they have been large suppliers and the nature o the equip
ment, if you would. 

[The information follows:] 
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In 1982, Egypt sold [security deletion] worth of used Soviet materiel. The agree
ments included [security deletion] of the above were delivered except for the Isecurity
deletion] and a large quantity of ammunition. Egypt also delivered [security deletion]under a 1981 contract [security deletion] spare parts for Soviet equipment. Delivery
under this contract was made in 1982. 

SOVIET MILITARY EQUIPMENT 

Mr. HAMILITON. Do they still have the 400 Soviet aircraft in 
Egypt?

General SECORD. They have a large number of Soviet aircraft, 
Mr. Chairman. 

Mr. HAMILTON. Are they functional? 
General SECORD. They are in a state of graceful degradation right 

now because, as you probably know, they don't have any spare part
supplies for these planes and they are getting quite old. We expect
that by 1986, 50 percent of their aircraft will be U.S. 

EATSCO INQUIRY 

Mr. HAMILTON. There is a report in the Wall Street Journal back 
in October about the activities of a company, Eatsco, I think it is
called, which was gaining large profits from the U.S. FMS pro
gram. That led to concerns about the Defense Department's inoni
toring of F1MS spending, and at one point I think it came out that
the Defense Security Assistance Agency did not have any auditing 
force. 

What is the status of that inquiry? Is Eatsco still serving as an 
agent for U.S. arms sales, and is that investigation still going for
ward? 

Mr. VELIOTES. Eatsco is serving as a freight forwarder. As far as 
audits are concerned, we earlier stated that the Maritime Adminis
tration audits the freight forwarding invoices on behalf of the 
DSAA. As far as the investigation, I think different aspects of that 
investigation are still going on. Isn't that correct, General? 

We can submit and I would prefer to submit additional informa
tion on this for the record. 

Mr. HAMILTON. Have any laws been broken? 
Mr. VELIOTES. To the best of my knowledge, no. There have been 

some allegations that have been bandied about. Again, to the best 
of my knowledge, there has been no proof.

Mr. HAMILTON. Has the probe led to any changes in the way that 
the Defense Security Assistance Agency monitors these matters? 

Mr. VELIOTES. Not that we know of, but again, let us check this 
for the record. 

Mr. HAMILTON. Could you give us a report on that investigation, 
please? 

Mr. VELIOTES. Yes. 
[The information follows:] 

The investigation by the Department of Justice continues and thus far no charges
have been brought against EATSCO, nor has the DSAA monitoring of this program
been criticized. Under the circumstances, the Government of Egypt has not elected 
to terminate the contract with EATSCO. Since the investigation is incomplete, a 
report is not available. 
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FMS PLANNING FIGURES 

Mr. HAMILTON. Now, is the $1.3 billion for FMS a planning 
figure for the next few years? 

Mr. VELIOTES. We really haven't gone beyond this year. As we 
look at the outyears, I think it would be about that. 

Mr. HAMILTON. We have another vote. We will wrap up the hear
ing because you folks have been here a good long while. Let me ask 
a couple of questions very quickly. 

EGYPTIAN MILITARY PARITY WITH ISRAEL 

Are the Egyptians pressing for aid parity, military aid parity 
with Israel? 

Mr. VELIOTES. They would like it. They believe it symbolically 
would demonstrate that we treat Egypt as a full partner the way 
we treat Israel. 

Mr. HAMILTON. Have they asked for a level of forgiveness the 
same as the level of forgiveness for Israel? 

Mr. VELIOTES. This is what they would like, yes. 
Mr. HAMILTON. Suppose we have a 2-year authorization bill here. 

What would be your position on that? Would you object to a 2-year 
authorization bill which straight lined your request? 

Mr. VELIOTES. Well, sir, today I can't really respond to that.
 
Mr. HAMILTON. All right.
 

EGYPTIAN TRANFER OF F4E TO TURKEY 

The transfer of F4E fighter aircraft to Turkey by Egypt. Has that 
transfer taken place? 

General SECORD. No, Mr. Chairman, it has not. This proposal is 
simply in the talking stage. There have been some discussions be
tween Turkey and Egypt and even with Greece also, I believe, but 
there has been no decision taken to make that transfer. It is prob
lematical whether it will occur. 

Mr. HAMILTON. Are you going to phase that aircraft out of the 
Egyptian air force? 

General SECORD. That is up to the Egyptians. 
Mr. HAMILTON. Are the Egyptians planning to phase it out? 
General SECORD. The Egyptians are divided on that point. There 

is still debate going on. 

FMS LOAN GUARANTIES 

Mr. HAMILTON. OK. Now, if you look at the amount of the inter
est payments that are due each year, they are steadily rising: $308 
million in 1984, $340 in 1985, bigger and bigger interest payments. 
Then you have the repayment on principal. 

What concerns me is that we are going to lock ourselves into a 
larger and larger U.S. FMS program to Egypt in order to get the 
old loans repaid. What do you have to say to that problem? 

General SECORD. It is a big problem, Mr. Chairman, and that has 
been recognized for quite some time. The problem is not unique to 
Egypt, unfortunately. We face this problem elsewhere, in Israel, for 
instance, and elsewhere around the world. I don't have any answer 
for the problem. We are certainly aware of it. 
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Mr. HAMILTON. OK.
 

EGYPTIAN SEWERAGE AND WATER PROJECTS
 

Let me just raise one other thing and then we will conclude. We
have some agreements to und'frtake major projects on sewage and 
water, and that came out of Mr. Mubarak's visit here this year.
Have we reached an agreement with the Egyptians about what
they will do to facilitate that project, specifically setting up a man
agement entity and a system to recover operation and maintenance 
costs?
 

Ms. FORD. We are currently working with the Egyptians to deter
mine what this administrative structure would look like. We have 
not come to a final conclusion, but that is precisely what we are 
doing right now, Mr. Chairman.

Mr. HAMILTON. Would you give me a report on that project in
writing with regard to when you expect an agreement to be signed,
how long you see the project taking, when we will start digging
dirt, and any other thing you think might be significant about that
project? We would be very interested in that. 

Ms. FORD. Certainly.
Mr. HAMILTON. Wt-: have two Cairo water projects worth $90 mil

lion started in 1977, and 6 years later now we have expended only
$5 million on those projects. 

Ms. FORD. I am sorry, Mr. Chairman? 
Mr. HAMILTON. These two water projects in Cairo are worth $90

million. They were begun in 1977 and they have had an expendi
ture thus far of ,nly $5 million, which raises the question of how
do you expect any new water projects to go any quicker when we 
are talking about the water-sewage system for Cairo.

You might address yourself to that to me in writing as well. I 
will let you off the hook. 

Ms. FORD. I appreciate that. 
[The information follows:] 

WATER AND SEWERAGFPtPROGRAM 
The Egyptian Government has placed high priority during the next five years on

improving water and sewerage infrastructure in Cairo, Alexandria and the citiesbordering the Suez Canal. The existing infrastructure is now 50-75 years old and 
was designed for much smaller populations. It is overstrained and poorly maintained. Recently, the Egyptian Government asked A.I.D. to allocate a high percent
age of our planned ESF resources to hell) mount a major water an: sewerage reha
bilitation and expansion lrogram.

There is full agreement with the need for major new resource investments in thewater and sewerage sector, but given experience in this sector, we have begun high
level consultations with Egyptian officials on how construction will be managed andhow the systems will be administered once construction is completed. Both the U.S.and Egyptian Governments need to assure themselves that future construction inthis sector will progress more rapidly, and that the systems will be operated, main
tained and financed properly.

Our Mission in Cairo is discussing these concerns with the Egyptian Governmentand is trying to reach clear understandings on the best way to proceed. While complete institutional and tariff rate changes can only be accomplished over the nextfive to ten years, we expect initial adjustments will begin immediately and that all
major components will be in place by the time our new investments are completed.

There are grounds for believing that a new and larger program in water andwastewater can be implemented more expeditiously than the seemingly slow moving
projects already on the books. First, President Mubarak is giving this sector his personal attention and will demand results. Second, the original projects had to be de
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signed from scratch and construction had to wait for the completion of the design 
work. Master plans financed by earlier projects have been completed and will guide 
investments in all of the cities under consideration. This should shorten the time 
necessary to complete final designs and begin construction. We intend to limit our 
future support to program components for which final design and construction can 
be completed within three to five years. 

The Cairo water project is a good example of one of the earlier projects in this 
sector. Begun in 1977, the project initially encountered design delays and subse
quently contract and cost issues. The Egyptian Government was unable to sign a 
contract with a construction firm to actually carry out the project until August 
1982. The joint venture firm of Howard, Harbert, Jones has now mobilized in Cairo 
and has begun construction. The dplay in completing the project has not been due to 
construction delays, but rather the length of time necessary to complete design 
work and the bidding and contracting process. We're hopeful that actual construc
tion will now more forward rapidly. 

Mr. HAMILTON. But I have to ask a question on behalf of our 
former distinguished colleague, Mr. Paul Findley, who would want 
us to update the status of U.S. efforts to develop an agricultural 
extension service in Egypt. We will be submitting some questions 
to you in writing on that.1 

I want to enter into the record a letter dated October 29, 1982, 
addressed to me from you, Mrs. Ford, relating to the pipeline..2 

Mr. HAMILTON. Also we will put into record without objection the 
full statements that you and Secretary Veliotes had. 

I thank you very much. 
This concludes the subcommittee's session. 
[Whereupon, at 4:42 p.m. the hearing was concluded.] 

ISee app. 6.2 
See app. 13. 
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WEDNESDAY, MARCH 9, 1983 

HOUSE OF REPRESENTATIVES, 
COMMITTEE ON FOREIGN AFFAIRS, 

SUBCOMMITTEE ON EUROPE AND THE MIDDLE EAST, 

Washington, D.C. 
The subcommittee met at 10:30 a.m., in room 2200, Rayburn

House Office Building, Hon. Lee H. Hamilton (chairman of the sub
committee) presiding.

Mr. HAMILTON. The meeting of the subcommittee will come to 
order. 

Today, the Subcommittee on Europe and the Middle East contin
ues its foreign assistance hearings with an examination of the 
fiscal year 1983 supplemental request for Lebanon. This request for 
fiscal year 1983 includes $251 million in military and economic aid,
which is broken down as follows: $150 million in ESF money; $100 
million in FMS financing; and $1 million in IMET training.

This request was formally submitted to the Congress February
19, 1983, and on February 28, it was referred to the subcommittee. 
Chairman Zablocki, by request, introduced this request as H.R. 
1849 on March 2, 1983. 

Members of the subcommittee are advised that, in addition to re
viewing this request, it will be necessary for the subcommittee to 
,-ecide during its consideration of foreign aid recommendations to
the full committee later this month whether or not this supplemen
tal should be expedited or should be woven into the fiscal year 1984 
foreign assistance request.

We are happy to have with us today the Honorable Nicholas A.
Veliotes, Assistant Secretary of' State for Near Eastern and South 
Asian Affairs; the Honorable Antoinette Ford, Assistant Adminis
trator for the Near East, Agency for International Development;
and Gen. Philip C. Gast, Director of the Defense Security Assist
ance Agency, Departmert of Defense. 

I believe I have statements from you, Mr. Secretary, and likewise
from AID, Ms. Ford, and those statements will be included in the 
record. We will give you an opportunity to summarize those state
ments. 

Mr. Secretary, you may proceed. 

195) 
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STATEMENT OF lION. NICHOLAS A. VELIOTES, ASSISTANT SECRE-
TARY, BUREAU OF NEAR EASTERN AND SOUTH ASIAN AFFAIRS, 
DEPARTMENT OF STATE 

Mr. VELIOTES. I welcome this opportunity to appear again before 
the subcommittee in support of the administration's supplemental 
foreign assistance request for Lebanon in fiscal year 1983. I have 
submitted a statement. There are some minor changes on pages 5 
and page 7. I will quickly summarize them, and I will also make 
sure I fbcus on those changes so all members of the subcommittee 
will have the language. 

The $150 million in economic support funds, $100 million in for
eign military sales guarantees, and $1 million in IMET funds we 
requested are needed now to begin urgent projects which cannot 
await the normal fiscal year 1984 appropriations cycle. 

Lebanon endured nearly 8 years of brutal civil war followed by 
the Israeli invasion. During the period, the agony of Lebanon and 
its residents, as measured in human as well as physical terms, has 
been enormous. Although the major hostilities are over, the scars 
of the constant bloodletting and physical destruction are v,.ry vivid, 
and today the agony goes on in the form of the continued military 
occupation of most of Lebanon by the Israel Defense Forces, the 
Syrian Army, armed PLO elements, and other armed foreigners. 
The Lebanese Armed Forces, the legitimate military arm of the 
Lebanese Government, control only the capital city of Beirut. 

Lebanon has been the victim over the years of a violent cycle of 
action and reaction and PLO attacks against Israel and Israeli re
taliation. There can be no repeat of'this unhappy history. It is nec
essary for the Lebanese Armed Forces to be the only armed force 
in Lebanon. It must be sufficiently strong to control effectively its 
borders and prevent outside armed groups from reentering the 
country. it must be equipped and trained to i,,sure that Lebanon 
never again becomes the battleground for outside contending 
forces.
 

The United States fully supports the territorial integrity, unity, 
and sovereignty of Lebanon, which we believe is consistent with, 
indeed the prerequisite for, the long-term security of Israel's north
ern border.
 

The funds we are requesting will finance programs in Lebanon 
designed to help rebuild the economic and security infrastructure 
of that war-ravaged country, by providing the Government with 
the resources necessary to reestablish its sovereign authority 
throughout the country. 

The ability of the Lebanese Government under President Ge
mayel to restore essential government services and maintain secu
rity is crucial to building a national consensus which will strength
en the Government's ability to negotiate the departure from Leba
nc:" of all foreign forces, The departure of those forces is of vital 
importance to our purposes, both in Lebanon and with regard to 
the Middle East peace process. 

A stable, reconstructed Lebanon, free from all foreign forces and 
with a strengthened Central Government exercising sovereign con
trol over all of its territories, is a most worthy goal on its own 
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merits. Such a Lebanon will also make a major contribution to the 
security of Israel's northern border. 

Finally, this Lebanon, enjoying good relations with its neighbors,
will give a stimulus to the broad peace process. For these reasons,
it is critically important for us now to demonstrate in a concrete 
way the U.S. commitment to Lebanon's reconstruction and resto
ration as a sovereign and independent nation. 

Lebanon and Israel are currently conducting direct, intense nego
tiations with our participation and support. Many exceedingly diffi
cult problems remain, but the United States is working closely
with both sides to help them reach a compromise which will satisfy
the major issues of sovereignty and security.

When this occurs and when all foreign forces withdraw from 
Lebanon, we fully expect a resurgence of' confidence among both
Lebanese and foreign private investors, who will then start to play 
a major role in the recotistruction of Lebanon. 

Reconstruction of infrastructure is urgent. The economy remains 
a shambles. Basic infrastructure is destroyed or deteriorated. The 
Government cannot provide much in the way of basic services out
side Beirut and entrepreneurs are afraid to invest in reconstruction 
until they see positive signs of improvement.

The Government of' Lebanon will need a great deal of assistance 
to accomplish the tasks before it. U.S. assistance alone will not suf' 
ice. Multinational agencies and other nations must also help, and
indeed have already indicated to us their willingness to do so. They 
are all waiting, however, for the political and security situation to
improve, and of' course for the longer term stability that would be
provided by the complete withdrawal of foreign forces. Their very
waiting, however, is contributing to the fhct that, other than the 
very significant restoration of security in Beirut, progress is limit
ed. 

The ESF funds will be used primarily to rehabilitate and recon
struct basic infrastructure, such as poLable water systems, telecom
munications, and public health services. 

The FMS program will be supported by the slightly increased 
IMET program, military training program, which will improve
overall training of the Lebanese Armed Forces. Equipment and 
training needs of these forces, while urgent, are paced by the avail
ability of military manpower. FMS and IMET funds sought in the
supplemental are matched to the ability of the Lebanese Armed
Forces to absorb them. Lower FMS and IMET levels of' $15 million 
and $750,000, respectively, are sought in fiscal year 1984 because 
all of the equipment for the LAF buildup shouid have been ordered 
by then. 

Thus, to an extent Lebanon is caught in a vicious circle of inac
tion. The United States is taking steps to help break this vicious
cycle. We are strengthening the military forces of the Government 
of Lebanon by providing equipment and training. Already, this as
sistance has had a notable effect. 

The Lebanese Armed Forces are now in full control of Beirut, a 
city which contains over one-third of the population of Lebanon. 
No longer are armed militiamen or PLO fighters seen in the 
streets. This provides a highly visible political signal of the expand
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ing ability of the Government of Lebanon to exercise sovereignty 
and to provide security. 

In recent days, the Government has also taken over a portion of 
the Port of' Beirut which had long been illegally operated by a pri
vate militia. Government forces are now in control of the adminis
tration of the entire port. Currently, the entire capital city of 
Beirut is enjoying peace for the first time in years. That is only the 
beginning, but the restoration of central institutions in Beirut is a 
model which we want to see expanded countrywide and which we 
believe can be. 

However, these are only initial efforts and the overall security 
needs of that war-torn country require our urgent attention. By as
sisting the Lebanese Armed Forces to increase its capability, we 
are helping the Central Government reassert and extend its au
thority throughout the country. The expected increase in the size 
and effectiveness of the LAF forces in maintaining security will 
permit the withdrawal of the Multinational For'es. 

We are talking auout a LAF structure of' some 20,000 personnel, 
which requires a great deal of' equipment to provide for national 
security. We have nearly completed a program to make four bri
gades capable of performing this mission. In the next phase we 
plan to equip another brigade and further enhance the effective
ness of one of the original four brigades. This supplemental funds 
additional equipment and training for two more brigades. That 
would in effect, give Lebanon seven equipped brigades, an ideal 
long-term goal. But the Lebanese Armed F'orces are ready now to 
take on new missions and put to use the new equipment and train
ing they are receiving. 

We know that the members of the subcommittee are interested 
in knowing how long the Multinaiional Forces will have to remain 
in Lebanon to bolster the security role of the Lebanese Armed 
Forces. I cannot today give you an exact date. But it is our inten
tion to phase out the multinational pre-sence just as soon as the 
evacuation of Syrian, Israeli, and Palestinian forces is complete 
and the Lebanese Army is able to do its job countrywide. The suc
cess of the military assistance program we are describing today 
will directly contribute to that goal. 

As a result of technical assistance and infusions of modest but 
critical amounts of material assistance from the United States the 
Government of' Lebanon is beginning to improve its organization, 
throw off the torpor induced by years of civil conflict, and gear up 
to rehabilitate and reconstruct basic infrastructure in order to get 
the economy moving. 

In Lebanon, as anywhere, perceptions are important. As other 
don~or organizations, such as the World Bani, and other donor 
countries perceive that some progress is being made, there will be 
a bandwagon effect. Some other donors have already agreed to par
ticipate in the reconstruction effort, but much more will be needed. 

The funds which the United States contributes to this reconstruc
tion effort, small in terms of total needs, will allow vital recon
struction to get started now, at a time when others are watching 
and waiting. Once this effort begins, we fully expect it will attract 
funds from other donors, funds which will carry the rehabilitation 
through to completion. 
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To conclude, Mr. Chairman, even while the United States is cur
rently working with the Government of Lebanon in an effort to
obtain the departure of all foreign forces, critical projects for recon
struction and reequipping the Lebanese Armed Forces have begun.
This is not lost upon the Lebanese Government or the people of
Lebanon, who look to the United States as their principal friend 
during this most difficult time.

The actions which the United States takes in Lebanon this year
and next will benefit not only Lebanon but the entire Middle East
for years to come. We cannot overemphasize the impact that our programs in Lebanon will have upon our efforts to obtain a just
and lasting peace for all countries in this important region.

Thank you, Mr. Chairman. 
Mr. HAMILTON. Thank you. 
Ms. Ford. 

STATEMENT OF W. ANTOINETTE FORi), ASSISTANT AI)MINISTRA-
TOR, BUREAU FOR NEAR EAST, AGENCY FOR INTERNATIONAL 
I)EVEIOPMENT 
Ms. FomD. Mr. Chairman, you have a copy of my prepared state

ment and I am prepared to try to respond to questions you may
have on the ESF portion.

[Ms. Ford's prepared statement follows:] 
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PREPARED STATEMENT OF W. ANTOINETTE FORD, ASSISTANT ADMINISTRATOR FOR THE 

NEAR EAST, AGENCY FOR INTERNATIONAL DEVELOPMENT 

In Lebanon today, massive damage from recent fighting, combined with the even
 

larger damage in the previous seven years of civil war, together create an
 

enormous requirement for rehabilitation and rebuilding. I have seen for
 

myself in a trip to Lebanon last month that while some skirmishing still goes
 

on, there now seems to be, for the first time inrecent years, a genuine
 

over
willingness on the part of most Lebanese to regain authority and control 


their country and to bring about a national healing of old wounds.
 

Administrator McPherson testified before you last summer on our need for
 

emergency disaster assistance funds to handle urgent relief and rehabilitation
 

Of the $50 million you voted for this purpose inSeptember, we
requirements. 


have obligated or firmly earmarked some $41 million, for a variety of relief
 

and reconstruction activities, including grants to UNICEF, the International
 

Committee of the Red Cross, American University of Beirut, Beirut University
 

College, and International College, and most recently to the Lebanese
 

Government for emergency housing repair and for fixing up the telecommuni

cations system. We expect over the next several weeks to obligate almost all
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of the remaining $9 million which will go for restoring sewer systems, solid
 

waste collection in the Beirut area, and for non-shelter needs of Palestinian
 

refugees.
 

The U.S. will devote its aid resources, as part of a World Bank-led
 

multilateral effort, to repair and rebuild vital public services in priority
 

sectors such as water and sanitation, health, telecommunications, electric
 

power, transportation, and construction equipment. 
 Restoration of these
 

services is crucial 
for the private sector to flourish.
 

Close to half the additional funds we are requesting, 169 million, will be
 

used to set up a Capital Equipment Fund to allow us to meet high priority
 

reconstruction needs in the public and private sectors. 
The Fund enables the
 

United States to provide quick-disbursing, easy to absorb assistance, by
 

financing equipment in which United States suppliers have a 
competitive
 

advantage.
 

Most of the remaining funds will be focussed on 
the priority sectors of water
 

and sanitation ($32 million), health ($11 million), and telecommunications
 

($15 million). Here, too, all equipment and services will come from the
 

United States. Funds will be used to maximize possibilities for engaging
 

United States Export-Import Bank and commercial bank financing 
in the
 

recoi truction effort.
 

Other funds will be used for relending by the Lebanese Government at near
 

commercial terms for small businessmen ($10 million), for grants to
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experienced private voluntary agencies helping economically disadvantaged
 

Lebanese to obtain credit, job skills, health care, and better education ($10
 

million), and for providing management and planning assistance to the Lebanese
 

Government to improve its ability to use our aid and that of other donors ($3
 

million).
 

Our request will allow the United States to "put its money up front"--to
 

indicate to the Lebanese, to the donor community, and to private investors the
 

extent of our interest in participating in the reconstruction. It should
 

serve as a catalyst for other aid and as a stimulus to the Lebanese Governm!nt
 

to accelc-ate the reconstruction effort. We are now fully engaged with the
 

government in planning the detailed commitment of these funds. We will be
 

consulting with the Committee shortly on how we can solve the problem of
 

maintaining program commitments to Lebanon pending prompt authorization and
 

appropriation of supplemental funds.
 

A major goal in providing aid is to demonstrate visibly and quickly our
 

support to Lebanon during this critical period. We want to help the central
 

government give tangible evidence of expanding its control throughout the
 

country by providing better services to its people. Thus, most of this aid
 

will go directly to government ministries and agencies.
 

In closing, I would like to say we believe that a substantial multicountry aid
 

effort now will be of considerable help in the necessary ongoing process of
 

national recor:iliation. I have talked to President Gemayel and other
 

to many Lebanese and Americans In the
as
Lebanese Government officials as well 


private sector. I am convinced that contributions now from ourselves and
 

others will allow the Lebanese economy after a few years to take off on 
its
 

I would be happy to respond to your questions on this proposal.
own. 
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BUDGET OUTLAYS 

Mr. HAMILTON. All right. Let us begin with the budget outlay
question. What is the budget outlay of the Lebanon supplemental
for fiscal 1983 and fiscal 1984? 

Ms. FORD. As was proposed earlier this year, Mr. Chairman, the
total $150 million supplemental would be for 198'3. If we go with 
the projects that we have identified we can obligate $100 million in 
fiscal year 1983 and $50 million in fiscal year 1984. We estimate 
outlays against those obligations as follows: $55 million in fiscal 
year 1983; $50 million in fiscal year 1984; and $45 million in fiscal 
year 1985. 

It is possible that with the projects that we have identified that 
we could if need be obligate the total in fiscal year 1983. 1 think I 
should say that, looking at the management concerns associated 
with obligating the entire amount, we would like to obligate a por
tion of those funds in 1984. 

Mr. HAMILTON. So we have a $150 million outlay and $55 million
will be in 1983; $50 million will be in 1984; and $45 million in 1985 
as best you can judge at the present time? 

Ms. Foia. That would be the most conservative figure.
Mr. HAMILTON. No outlay for 1984 unless some of this $150 mil

lion spills over'? 
Ms. Fola). Unless it spills over, we have the capability of obligat

ing all funds in fiscal year 198:. 
Mr. HAMILTON. OK.Now, on the military side, what is the outlay 

figure? 

STATEMENT OF (;EN. PILIP C. (;AST, I)iRECTOR, I)EFENSE

SECURITY ASSIS'rAN(CE AGENCY, i)EPARTIMENT OF I)EFENSE
 
General GAST.The 1988,' supplemental? 
Mr. HAMILTON. Yes. 
General GAST.On budget, a $1 million increase in the IMET pro

gram with $550,000 in outlays.
Mr. HAMILTON. That is the only outlay figure?
General GAST. Yes. 
Mr. HAMI.TON. There is no outlay with the $100 million FMS? 
General GAST. That is off budget.
Mr. HAMILTON. That i:j off budget?
General GAST.Yes, sir. 

NECESSITY OF IEBANON SUPPLEMENTAL 

Mr. HlAMILTON. OK.Now, why cannot these funds simply be in
cluded in the fiscal year 1984 foreign assistance legislation? Why is 
a supplemental necesary?

Mr. VELiOTi S. Mr. Chairman, the purpose of the supplemental 
was to hopefully expedite the Lebanon portion through the Con
gress. We believe that the key period is approaching this summer,
when we will indeed succeed in getting agreement for the with
drawal of foreign forces. We believe it is imperative that in that 
time frame we, the United States, be able to come forward with re
sources, both in economic reconstruction and in the military assist
ance field, in order to demonstrate that we are able to support our 
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leadership role in Lebanon with funds and with resources, and in 
order to play the catalytic role which is required in this crucial 

in order to stimulate the largesttimeframe with money up front, 
possible respunse from the other donors. 

We do not believe that we can meet these objectives unless the 
Lebanon program were treated separately from the regular fiscal 
year 1984 appropriation request. 

EXPENDITURE AND OBLIGATION OF LEBANON FISCAL YEAR 1982 

SUPPLEMENTAL 

Mr. HAMILTON. Mr. White of AID testified not long ago that you 
have only expended some $50 million of' the $112 million that has 
already been provided to Lebanon. 

Ms. FORD. Mr. Chairman, we have obligated about $72 million to 
date of the $112 million you mentioned, and expended a total of 
$57.5 million. The $50 million that Mr. White referred to was, I be
lieve, a $50 million disaster supplemental which was appropriated 

atin September of 1982. Of that $50 million, we have this point 
expended $27.3 million, and I have a list by p-oject, if yo,. would 
want me to refer to it, for the remainder which we expect to obli
gate in the next 2 months. 

Of the entire amount that was made available for Lebanon, 
which was $111.8 milion, we have listed all the projects for which 
that was obligated. That money is spent for all intents and pur
poses and it is not available. 

Mr. HAMILTON. Did you say only $57.5 million has been expended 
of the $112 million? 

Ms. FORD. Yes, $57.5 million is the figure to date. This money has 
been committed very quickly. I can make certain that that is the 
latest figure and submit a detailed list of obligations and expendi
tures. We had by category $41.5 million of he $50 million fully ob
ligated the planned obligations for the balance includes $5 million
 
for a potable water project, as well as funds for BUC, Beirut Uni
versity College, and IC, International College, plus $3 million for
 
nonshelter needs of Palestinians.
 

[The information follows:] 
to dateOf the $112 million in available funds, $71.7 million has been obligated 


and $57.5 has bepn expended, These activities are presented below:
 

hronll Otfigaled Wended 

A. Dsaslerassistar:e funds(OAF) 
O 10.0.................................................... 


2 ICRC.. .. ........... . .. .... ... .......... ........ .......................... . . . ..... .. 

l UNICEF 

5 0 5.0 

3. AmerUriv. of Beir.. ..................... ............-... 100 10.0 

, Beirut Univ.College .................. 1.5 1.5
 
........... ............... ........................ 3 .3
5 Inlernatonal College Beirut 

. .
6.Smallvalue p ,rourenienti,eh3bplan ............ ..................................... 7...... .5
 
.. 7.7 ............
 

S Minstry of Housing/Coop .. . ... ...................... 

7. Ielecommunicalons . . .. .. . . . . ...... . . ............................................................ 


................. 50 ......................
 

50.0 41.5 27.3Sublolal . .. ........................................ 


B MYfaton at efla,ee sd stfnne WRA) 
14.5............................. 14.5
1.GranttoUNRWA/refugee costs..................................... 


............. 10.) 10.0
2.Grantto UN andPVO's............................... ................ 
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Fundingsource/activity Amount 

availabre Obligated Expended 
Subtotlal ............................................
..........................
....................................
24.5 24.5 24 .5 

C.Emergencyrefugeeandmigration assistance (ERMA): 1. Grantto ICRC/refugeetransportation (subtotal) ................................. 
 ...... ................ 
 . . ....... 2.0 2.0
D.Internatinnal disaster assistance (IDA): 2.01. Grantto UNIPVO's (subtotal) ................ 2.3 2.3
E.Public Law480 Title 2.3It:1.PublicLaw480 commodities (subtotal) .......................... 
 3.0 1.4 1.4F. Housng investmentguarantees (subtotal)(HIG): .............................
......................
30.0 ..............................................
 

Mr. HAMILTON. Is the military program on schedule?General GAST. It is, sir. I can provide additional information.Mr. HAMILTON. We have understood it is a few weeks behind 
schedule.
 

[The information follows:]
 
Our objective 
was to provide equipment for four brigades of the Lebaneseby the end of February 1983. We succeeded in releasing this equipment 

Army
 
on schedule.
Nearly all of this equipment is either in-country or on the high seas at this time as
follows: 2 M48A5 tanks, 132 armored personnel carriers, 24 recoilless rifles with
riers, 344 wheeled velrcles, and thousands of items of communications 

car
phone equipment, uniforms and tentage 

and tele
are all in-count y; 32 M48A5 tanks will


delivered on 19 Mar. and 522 
be
 

additional wheeledthis time. The few remaining trucks and radios vehicles are on the high seas atnot yet delivered will be released
within the next few months. The second phase of this program was implemented
schedule last month. on
 

General GAST. In working with the 
Lebanese Government,had to make some adjustments from our initial plans simply 
we 
because in their reorganization of their defense establishment there
 were some delays in making decisions.


However, as of today almost all of the equipment that we areproviding will be in country. There will be a few more trucks andmore radios that will be delivered in the next couple of months.The equipment is arriving as fast as they can absorb it. 

REPROGRAMING REQUESTS
 
Mr. HAMILTON. Are we going 
 to have any requests for reprograming or anything of the sort with regard to the Lebanese pro

gram?

Ms. FORD. On the project side and the ESF side, no, we will not. I
do not see any need for 
 requests for reprograming of project re

sources, sir.

Mr. HAMILTON. You 
are not going to be borrowing money from
some of your larger accounts for Lebanon?
Ms. FORD. Sir, one of the concerns that we have is that if we
not have a supplemental appropriation do

then our options as to howwe handle funding of Lebanon's reconstruction needs become somewhat limited. Certainly we would consult with Congress as to what we could and should do. 

EXPENDITURE LEVELS
 

Mr. HAMILTON. 
 If you have a lot of money unexpended, what isthe urgency on this? Why must it go into a supplemental?Ms. FORD. The disaster account, the funds that we have already,have been fully committed, with the remaining $9 million to be ob

18-5511o-un--u 
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ligated in the next 2 months. What I am saying is that all those 
funds are already committed against specific identified projects and 
the remainder will be obligated very soon. There is a question of 

projects and wherethe absorptive capacity. We can identify the 
and how these funds will be most efficiently utilized. 

FUNDS OBLIGATED TO DATF 

When will the $112 million be fully obligated?Mr. HAMILTON. 
Ms. FORD. Except for the housing guaranties, $15 million of 

which will be agreed to later in the year, the $112 million will be 
fully obligated, based on the latest information that I have, by the 
end of April and that goes against specific projects that I do have 
identified, again if you would want me to read those off. 

could just take those for the record.Mr. HAMILTON. I think we 
[The information follows:] 
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Humanitarian Relief 
 Rehabilitation and Reconstruction in Lebanon
 

Suimmary: 

The U.S. Government has responded to emergency needs 
in Lebanon by providing a
combination of funding and guaranties in the amount of $111.8 million. 
Of
that amount $71.7 million has been obligated. The following table summarizes
the sources of U.S. support for Lebanon and the funds obligated to date. 
 A
description of activities funded under the FAA follows the tabular summary.
 

I Millions 

Funding 

Source 
Amount 

Available 
Obligated 

to date 
1. Disaster Assistance 50.0 41.5 
Funds (OAF) 

2. Migration and Refugee 24.5 24.5 
Assistance (MRA) 

3. Emergency Refugee and 2.0 2.0 
Migration Assistance (ERMA) 

4. International Disaster 2.3 2.3 
Assistance Account (IDA) 

5. PL 480 3.0 1.4 

6. Housing Investment 30.0 1/ 0 
Guaranties 

1. Lebanese Relief and Rehabilitation or Reconstruction
 
A. International Disaster Assistance Account 
(IDA)
 

International Committee of the Red Cross 
 $ 600,000

(ICRC) in support of its emergency program

which includes medicines and medical sup
plies, support of the Lebanese Red Cross

(LRC) and Palestinian Red Crescent
 
(PRC) efforts.
 

I/A loan agreement for $15 
million between the Government of Lebanon and a
U.S. investor will be signed inMarch, thereby committing the U.S. Government
 
as guarantor of this activity.
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30,000

American University of Beirut/Hospital (AUB/H) 


to purchase medical supplies and provide 
care
 

for victims of the conflict.
 

15,000
 
Hagazian College Emergency Relief Group 

for 


distribution of food, mattresses, blankets,
 

and clothing.
 

Catholic Relief Services (CRS) for its emergency 300,000
 

program of distribution of food, clothing,
 

mattresses, blankets, cooking utensils, shelter
 

materials inBeirut, the South, and the Bekaa
 

Valley.
 
10,000
 

Young Mens' Christian Association (YMCA) to 


support the emergency efforts of the Lebanese
 

YMCA.
 
200,000
 

Private Voluntary Organization (PVO) Consortium 

Indigenors PVOs chaired by
which is a group of 


the YMCA without normal funding access 
to the
 

USG.
 

300,000

UNICEF emergency program of three months 

which 


includes interim food supplies, first aid and
 

health, provision of water.
 

332,206
 
Save the Children Federation (SCF) - for aid 


to displaced persons in Byblos area and 
for
 

medical assistance to W. Beirut.
 

100,000

UN Special Trust Fund for Assistance to 


Lebanon; monies in this fund can be used by
 

any of the UN specialized agencies for relief
 

work in Lebanon.
 
291,285


Project Hope for procurement and airlift of 


emergency medical supplies for the AUB/H.
 

125,300
 
900 Hospital beds, including transportation. 


53,715

Administrative expenses 


$2,257,506
June 9, 1982
Total IDA since 


B. Food for Peace (FFP)
 

World Food Program (WFP) for 700 MT commodities $ 210,500
 

to be distributed by the GOL.
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CRS for 1,656 MT commodities to help feed 

the displaced.
 

Ocean Freight for above commodities 


Total Food fur Peace 


C. Migration and Refugee Assistance Account (MRA)
 

SCF -:to continue its assistance program

of emergency distributions of tents, blankets,

mattresses, kitchen utensils, soap, water containers, milk, medicines (see section A above also).
 

CRS - for continuation of its emergency 

program (see section A above).
 

World Vision for an emergency program

including distribution of high protein foods.
Airlift of four generators for UNICEF's 

efforts in W. Beirut on behalf of Disaster
 
Relief Office (UNDRO)
 
UNICEF for its emergency program (see Section A,
 
above). 


Project Hope (see Section A, above). 


United Nations Relief and 6,.rks Agency for 

Palestine Refurces 
in the Near East (UNRWA)

in response to its emergency appeal to meet
 
the basic needs (food, shelter, medical aid)

of up to 175,000 Palestinian refugees.
 

PVO consortium  to continue its emergency

efforts (see Section A, above).
 

AUB/H to undertake a nationwide epidemiological 

surveillance program.
 

ICRC for its emergency efforts 
(see Section A, 

above)
 

15,000 blankets for International Committee 

for the Red Cross (ICRC).

Airlift of medicine for Middle East 

Council of Churches (MEC{l.
 

MAP, International  airfreight of medicines. 


ICRC - transportation costs for PLO 

evacuation from Beirut last August
 

462,000
 

727.503
 

$ 1,400,000
 

$ 167,794
 

250,000
 

100,000
 

76,000
 

2,800,000
 

515,715
 

2,000,000
 

200,000
 

131,760
 

900,000
 

100,000
 

95,000
 

2,336
 

2,500,000*
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Bedding for PLO evacuees from Beirut. 161,395*
 

(UNRWA) toward emergency appeal
 
and for clearance of Palestinian
 
refugee camp sites and related refugee costs. 14,500,000
 
Tota MRA since June 9, 1982 $ 24,500,000
 

0. Emergency Refugee and Migration Assistance Fund (ERMA)
 

ICRC - transportation costs for PLO evacuation. $ 2,000.000 
from Beirut 

Total ERMA since June 9, 1982 $ 2,000,000 

E. Disaster Assistance Funding (DAF) for Lebanon contained in the September
 
1982 Omnibus Supplemental Appropriation Bill (These funds were, in effect
 
statutorily transferred from the Refugee and Migration Assistance Account to
 
A.I.D. for Lebanon Disaster Assistance under Section 495J of the Foreign
 
Assistance Act.) $50,000,000 was made available, of which:
 

To the United Nations Children's Fund $ 10,000,000
 
(UNICEF), which in close cooperation with the
 
Council for Reconstruction and Development of
 
the Lebanese Government, will rehabilitate
 
potable water systems, hospitals, clinics and
 
schools. The program also will provide funds
 
and assistance to local community self-help
 
projects. The grAnt is a contribution to a
 
joint UNICEF/Government of Lebanon program
 
estimated at $60 million. UNICEF is raising
 
half of the amount through an appeal for con
tributions from the United States and other
 
donor nations. The Government of Lebanon will
 
contribute the other $30 million.
 

To the ICRC to help that organization maintain 5,000,000
 
its traditional humanitarian activities in
 
Lebanon, including providing relief supplies,
 
medical care, and protection of war victims.
 

To the American University of Beirut (AUB), 10,000,000
 
the first tranche of the total $10,000,000
 
earmarked for the University by Congress. It
 
will be used for the repair of war damage and
 
to meet urgent financial needs. The balance
 
will be made available when a more detailed
 
analysis of needs has been completed.
 

To Government of Lebanon's Ministry of Housing 5,000,000
 
and Cooperatives over thenext three months, to
 

* These funds were used to facilitate the evacuation which ended major
 

fighting in Beirut at the time, thus avoiding the prospects of serious
 

additional loss of life. Department of State is looking to effect refund of
 
these monies from the ICRC.
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be used for emergency repairs of approximately

2,500 housing units occupied by lower income
 
families. Specifically, itwill 
increase
 
resources available to these families so that

they can make their own repairs needed to make
 
their dwellings habitable for winter. 
 This is
part of a longer-range housing rehabilitation
 
program where we anticipate AID Housing

Investment Guarantees will be able to provide
 
additional resources.
 

To Beirut University College, an American-

sponsored educational institution in Lebanon,

to help compensate for war damages and other

loss resulting from last summer's fighting.
 

To International College, an American-

sponsored educational institution inLebanon,

to help compensate for war damages and other
 
loss resulting from 
last summer's fighting.
 

For small value procurement, and relief 

and rehabilitation planning dnd implementation.
 

To assist the Ministry of Post Telecommunications 

and Telegraph (PTT) in the rehabilitation and
 
restoration of teleconmunication services inWest
Beirut and in the development ;fa training program

to upgrade the skills of PTT perscnnel to operate

and maintain effectively the restored telecommuni
cations systems.
 

Total OAF since September 1982 


F. All Funding Sources
 

Grand total obligated since June 9, 1982 


1,500,000
 

300,000
 

2,000,000
 

7,700,000
 

$41,500,000
 

$64,057,506
 

Note: 
 A total of $111.8 million of U.S. Emergency Funding has been made
avaTlable for Lebanon since June 1982. 
 As outlined above, $71.7 million of
these funds have been obligated. The remaining $40.1 

following:
 

$15 million Housing Investment Guaranty 

authorized in FY 1978, but never obli
gated, which has been reprogrammed for
 
current emergency. The loan agreement will
 
be signed in March 1983. 
 Additional $15 million
 
guaranty to be made available from
 
FY 1983 authcrization. 
 (No AID funds
 
are directly involved; rather A.I.D.
 

million includes the
 

$30.0 million
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provides a guarantee of a commercial
 
Funds to be used for housing
loan). 


or supporting infrastructure recon
struction.
 

Remaining Disaster Assistance Funding,
 
which should be completely obligated
 
in the near future, includes the
 
following:
 

Potable water and waste management, 

first tranche
 

-

- Assistance to Palestinian refugees 

- International College of Beirut 

We do
Unutilized PL 480 Title II Funds: 

not foresee any need for these remain
ing PL 480 funds. 


5,000,000
 

3,000,000
 

500,000
 

$4600.000
$40.1 mlli'on
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DONORS/ORGANIZATION PROVIDING ASSISTANCE TO LEBANON 

Mr. HAMILTON. Now, is Lebanon receiving any assistance from 
anybody else? We understand that last year there was $112 million 
in emergency aid from us and a total of' $165 million from other 
sources. Is that correct? 

Ms. FORD. That is correct. 
Mr. HAMILTON. Where did the other money come from? 
Ms. FORD. The $165 million? 
Mr. HAMILTON. Yes. 
Ms. FORD. As it is referred to in the congressional presentation,

that is from a number of' different donors, international organiza
tions--

Mr. HAMILTON. Give us a list of those for our record, if you will. 
[The information follows:] 
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Summary:
 

United Nations System $ 7,485,000
 
Inter-governmental Organizations 21,451,100
 
Governments (excluding U.S.) 95,055,568
 
Volu tary Organizations 17,151,796
 
Not Attributed Accurately 13,357,344
 
U.S. PVOs 10,264,630
 

Total 164,765,438*
 

(*Note: This total does not include U.S. Government contributions nor In-kind
 
contributions that have not been given a cash value.)
 

Detail of the above total figures is given below. If contributions have been
 
in-kind, and the source is known, they are indicated by source; however, no
 
cash value has been noted.
 

1. International Conmmunity (does not include USG or US PVOs or Lebanese
 
self-he pj
 

A. U.N. System (funds from U.N. organization resources, not what passed
 
through the organizations)
 

FAO - assessment - Value Not Recorded 

ICAO - assessment - Value Not Recorded 
UNDRO $ 30,000 
UNI!CR 4,400,000 
UNICEF 1,000,000 
UNIFIL 25,000 
UNRWA 1,500,000 
UNVP 250,000 
WFP - assessment - value NR ($142,700, $11.445M) 
WHO 200,000 
Trust Fund 40,000 
U.N. Housing Team NR
 
World Bank Mission NR
 

$ 7,485,000
 

B. Inter-governmental Organizations
 

EEC $ 21,451,100
 
(+ loan authority, $50 million)
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C. Governments (*indicates contributions in kind/services. 
When no
dellar'figure isgiven, they have not been valued)
 
Argentina 

Australia 

Austria 

Bahrain 

Bangladesh 

Belgium 

Brazil 

Canada 

Chile 

China 

Comoro Islands 

Cuba 

Cyprus 

Demark 

FRG 

Finland 

Grance 

GDR 

Creece 

India 

Iran 

Ireland 

Israel 

Italy 

Japan 

Jordan 

Korea 

Kuwait 

Malaysia

Maldives 

Malta 

Mexico 

Morocco 


Netherlands

New Zealand 
Norway77,

Norway

Norwegian Refugee Council 

Oman 

Pakistan 

Portugal 

Qatar 

Saudi Arabia 

Senegal 

Spain 

Sweden 

Switzerland 


$ 25,000
 
12,502,550
 

575,233*
 
200,000*
 
10,293*
 

564,212

5
 

3,225,358*
 
5,000
 
40,000
 
5,750
 

* 

22,763
 
3,959,654
 
4,307,478*
 
2,369,889
 

151,014*
 
434,783


* 
183,469
 
349,337*
 
300,752
 

1,900,000*
 
15,498,000*
 
1,000,000*
 
257,188
 
2,725
 

3,779,584*
 
52,000
 
1,000
 
1
 
5,000
 
,
 

1,974,965
 
17,965
161
 
6,597,407

320,000
 

1,000,000
 
150,000*
 
1
 

2,500,000*
 
11,214,357*
 

5,06)
 
2,900,000
 
9,568,502*
 
4,859,335*
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Thailand 

Tunisia 

Turkey 

UAE 

UK 

USSR 

Yugoslavia 


jD. Voluntary Organizations
 

Algerian Red Crescent 

Australian R.C. 

Austrian R.C. 

Bahrain R.C. 

Belgian Nat'l. UNICEF Committee 

Beligan R.C. 

Brazilian private sector
 
CAFOD/UK 

Canadian Nat'l UNICEF Committee 

Canadian R.C. 

Cape Verde R.C. 

Caritas Belgium 

Caritas Germany 

Caritas Internationalis 

Caritas Italy 

Chinese R.C. 

Christian Aid/UK 

Czechoslovak Organizations 

Danish Red Cross 

Deutsche Welthungerhilfe (Neth.) 

Egyptian R.C. 

Emmaus Groups Europe 

Enfants du monde (Fr.) 

Finnish Metal Workers Union 

Finnish R.C. 

Finnish Trade Union 

Foundation for Refugee Aid 

French Nat'l UNICEF Committee 

French R.C.
 
FRG Nat'I UNICEF Committee 

FRG R.C. 

Greek genr'l. public 

Help for the Aged 

Hungarian R.C. 

Indian R.C.
 
Individuals 

Iraqi R.C. 

Irish R.C. 


,
 
,
 
,
 

2,153,309*
 
,
 

7,500
 
$-95,055,568
 

$ * 
5,193
 
71,908
 
50,000
 
40,000
 
21,177
 

17,794
 
19,379
 
18,000*
 
1,000
 

20,000
 
217,391*
 
443,278
 
21,505
 

* 
43,029
 
3
 
364,528
 
138,340
 
13,000
 
15,810
 

* 
10,500
 
576,801
 
10,000
 
27,668
 
83,333
 

100,000
 
1,235,675
 
158,000*
 
8
 
8,750
 

2,018,183
 
102,500
 
133,387
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Italian R.C. 
 193,962
 
Japan Assoc. 
 40,000

Japan Shipbuildin Industry
 
Foundation 
 450,00"
 
Jerusalem Interfaith Committee 95,000*
 
Jordanian genr'l. public 
 500,000

Kuwaiti genr'l. public 1,525,000
 
Kuwaiti R.C. *
 
League of R.C. Societies 3b,400
 
Luxembourg Nat'l UNICEF Comm. 
 5,000

Luxembourg R.C. 
 10,300
 
Magan David Adom
 
Monaco R.C. 
 3,010
 
Netherlands R.C. 
 219,989*

Nestle Suisse 
 100,000
 
New Zealand R.C. 
 7,183

Norwegian R.C. 
 1,194,572*
 
Oxfam/Gelgium 
 * 
Oxfam/UK 
 806,517
 
Pakistani genr'l. public 
 14,250
 
Portugese Nat'l UNICEF Comm. 
 5,000

Qatari genr'l public 325,000
 
Qatari R.C. 
 53,500

Radda Barnen (Sweden) 137,000
 
Red Barnet (Denmark) 16,667
 
Redd Barna (Norway) 16,667

Rotary Clubs 
 * 
Saudi Arabian private donor 3,353
 
Saudi Arabian R.C. •
 
Save the Children/UK 25,000*

Spanish Nat'l UNICEF Comm. 
 30,000
 
Swedish R.C. 
 2,577,319
 
Swiss R.C. 
 143,016
 
Syrian Arab R.C. 
 * 
Terre des H'lmmes (Sw) 40,000*
 
Tunisian R.C. 
 14,505
 
Turkish R.C. 
 10,500
 
UK Nat'l UNICEF Comm. 
 20,000
 
UK R.C. 
 229,800

WCC 
 2,785,424

Yugoslavian R.C. 
 * 

$ 17,151,796
 

E. Other (Difference between total reported to have gone thru an
 
organization and the reported component contributions)
 

Additional thru UNRWA 
 819,442
 
Additional thru Caritas Int'l 
 166,588

Additional thru ICRC 
 12 371 314
 

13,357,344
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II. U.S. PVOs
 

American Corporate Aid for 

Lebanon, Inc.
 
American Friends Service Comm. 


AJJDC 

American rat'l R.C. 

AMERICARES Foundation
 
AMIDEAST 

ANERA 

AGBU 

Baptist World Aid 

Brother's Brother Foundation 

CRS 

Christian Reformed World Relief
 
Committee 


CWS 

Direct Relief Int'l. 

Episcopal Church 

Interfaith Hunger Appeal 

Int'l Christian Aid 

Int'l. Rescue Committee 

Lutheran World Relief 

MAP Int'l. 

Mennonite Central Committee 

Operation California 

Oxfam America 

Project Hope 

Save the Children 

Save the Refugees Fund/Mercy Corps 

SAWAS 

Southern Baptist Convention-

Foreign Mission Board 


U.S. Nat'l UNICEF Comm. 

World Concern 

World Relief 

World Vision 

YMCA 


$ 1,390,000
 

35,000
 
969,553
 
396,230
 

* 
549,667
 
100,000
 
25,000
 
31,000
 
205,000
 

50,000
 
959,57C
 
785,140
 
*)U,000
 
30,000
 
193,500
 

* 
222,200
 
224,654
 
550,000
 
752,042
 
339,000
 

* 
600,000
 

8,000
 
* 

55,000
 
200,000
 
117,000
 
250,000
 

1,127,068
 
* 

$ 10,264,630 
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OTHER DONOR RECONSTRUCTION AID FOR LEBANON 

Mr. HAMILTON. How many countries are helping, do you know, 
roughly?

Ms. FORD. There are a number of countries, particularly amongthe western donor community, who have indicated privately to usand the Lebanese their interest and willingness to provide re
sources to Lebanon. However, in most cases, they have not yet publicly announced their specific figures or levels to which they have 
committed. 

Mr. HAMILTON. Well, I think what we are interest,-d in at this
point is who is giving Lebanon some help, not who is gcing to giveit in the future but who is giving now. So provide thc'.t for the 
record, would you?

Does anybody come to mind offhand? 
Ms. FORD. The Italians and the Australians. The figures I do not 

have.
 
Mr. HAMILTON. They would help.
 
Ms. FORD. Yes.
 
[The information follows:]
 

OTHI-R DONOR AID rO LEBANON FOR RECONSTRUCTION 

Other donors have given very generously to Lebanon since last June. In all, about$165 million was contributed by Western and Arab countries bilaterally, by UNagencies, tileInternational Committee of' the Red Cross, and by U.S. and other private voluntary organizations. The great bulk of this aid was for immediate relief' 
purposes:

We understand that a varittv of bilateral and international donors have agreed toover the last year or are considering significant amounts of assistance to Lebanon'sreconstruction, totalling about $500-600 million-sone of which would cover multiyear periods. Among tilemajor Western or international donors now discussing assistance are Australia, France, Germany, Italy, the European Economic Community
(EEC), the World Bank and the International Fund for Agricultural 
 Development.
Nine or ten other donors are considering smaller contributions. Very few specifics
have been publicl announced however (e.g. Australia $8.5 million, Italy $19 million,
EEC $50 million) and it would be inappropriate 
for the United States to reveal specific amounts beyond the $150 million before the I ebanese Government and other

donors announce their specific intentions.


The wealthy Arab countries have made it clear that while prepared to help Lebanon, they are holding back oflcial commitments until they are more certain of ieprospects for Israeli withdrawal and the nature of relations between the Lebanon
Government and Israel. Nevertheloss, 
 the wealthy Arabs have contributed significant anounts of relief assistance to Lebanon a nd to the Palestinians throughUN WA, ICR( and UNICEF. Saudi Arabia last sunimer gave $11.2 milllion forconstruction in South Lebanon. However, 
re

we are unaware of any new commitmentsof official Arab aid fo, reconstruction. 
Unofficial Arab assistance is flowing into Leb:anon through private channels.While no official estimate has been made of the overall level, this private assistancecould b,,as much as $50) million. The Arabs at the 197!9 Tunis Summit pledged $2billion over five years frir reconstruction of South Lebanon. IHowever, only somes:38()
million has been provided so far; the remainder appears to be frozen.We think man% iors are holding off announcing their intentions because theywant to see what tile Vorld Bank report on Lebanon looks like. That report, whichshould be available to us and other donors in late March, will set out insome detail

potential sectors and projects for bilateral donor financing. After the donors get achance to review the report, we anticipate there will be sone sort of'donor meeting,after which we believe there will be some public statements of other donor inten
tions. 
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WORLD BANK DAMAGE ASSESSMENT 

Mr. HAMILTON. What about the World Bank? Secretary Shultz 
called for them to take a lead in Lebanon. Why have they been 
slow to come into this? 

Ms. FORD. The World Bank has been working very closely with 
us. I think they have been working since the beginning of our 
heightened concerns last summer with regard to Lebanon. In fact, 
in November of 1982 the Bank sent out a 16-person team to provide 
estimates of the damage. 

They also, by the end of March, expect to have available for us 
and other donors a comprehensive report prepared by that team 
identi%ing the sectors and areas for reconstruction in Lebanon. It 
is with this report in hand, and also under the World Bank's lead
ership, that it is expected that those donors will be called together 
to determine where and how we can as an international communi
ty provide assistance most effectively. 

Mr. HAMILTON. So you expect them to be involved very heavily 
very soon? 

Ms. FORD. They have been and we expect them to continue. 

ESTIMATE OF TOTAL RECONSTRUCTION COSTS 

Mr. HAMILTON. What is our estimate of the total cost of recon
structicn in Lebanon? Do we have any such estitoate? 

Ms. FORD. The total costs for an 8- or 9-year period have been re
vised downward from the original $25 l:iliion figure to a figure 
more in the neighborhood of $12 billion. 

Mr. HAMILTON. Is that our figure or that of the World Bank? 
Ms. FORD. Frankly, sir, when I talk about figures I get a little bit 

nervous, only because everyone has had a figure over the last sev
eral months. This latest figure is a combination of inputs, and I 
have sprken myself recently on this subject with a number of Leba
nese officials. It is based on their estimates as well as what the 
World Bank is projecting as well as our own. 

Mr. HAMILTON. So, it is a common figure of $12 billion? 
Ms. FORD. Yes. 
For the record, I should also indicate, Mr. Chairman, that the 

World Bank in an estimate of the 1983 to 1985 reconstruction bill 
has put a figure of $4 billion as to what would be required over a 3
year period. 

Mr. HAMILTON. Million or billion? 
Ms. FORD. Billion. 
Mr. HAMILTON. OK. Now, how long are we going to be confronted 

with very large aid requests, economic and military, for Lebanon? 
Is this something we expect for a year or two or are we setting our
selves up for a 5- or 10-year period? 

Mr. VELIOTES. No, sir, I do not believe we are setting ourselves 
up for another major Middle East aid program. As I understand 
the thrust of your question, we believe the circumstances in Leba
non are quite different from those elsewhere. We believe that the 

aLebanese, once they are in charge of their own affairs, can with 
certain amount of outside help economically and socially have a 
boom. We expect large amounts of private money also to come back 
into Lebanon. 
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Mr. HAMILTON. Two or three years? What do you think?

Mr. VELIOTES. 
 I would guess that it might be that. Certainly notin amounts larger than what we are talking about today.

Mr. HAMILTON. Mr. Winn.
 
Mr. WINN. Thank you, Mr. Chairman.
 

JUSTIFICATION FOR LEBANON SUPPLEMENTAL 

Mr. Secretary, you say that these requests are needed now tobegin urgent projects which cannot await the normal fiscal 1984appropriations cycle. There has been great reluctance on the partof the House and the Senate authorization and appropriations committees to take supplemental foreign aid bills to the floor in addition to a regular foreign aid bill which even is questionable.My point is that if the administration really needs these fundsright now I think they are going to have to make a much strongercase for this aid on a rush basis than they have date. Maybetothey are going to have to lay a little more groundwork on coveringthe members of the authorization and appropriations committees.They are going to have to lobby Congress, as they do in other matters, for this supplemental bill. And you might want to call thisyour kickoff for that type of campaign with your testimony heretoday, because I do not think that the mood of the Congress leans
in that direction. 

Do you want to care to comment on that in any way before I move to another little subject, different subject?
Mr. VELIOTES. Certainly. Well, I do appreciate your advice andcertainly this testimony is intended to be a kickoff for our attemptsto convince the Congress that the funds are needed and needed urgently. If I could just expand for a moment.

The critical time that see
we for Lebanon is the middle of theyear. This is when we thoroughly expect to have the agreementsthat will have the foreign forces out. We must be in a position tosupport the Central Government. We must be in a position to allowthat Central Government to go into the newly liberated areas, ifyou will, newly controlled areas, and demonstrate that they canbring something with them, they can start repairing the basic infrastructure, the sewage system, the water system.
It is terribly important that this series of economic 
 projects beavailable for them to demonstrate that, yes, we are here, this is anew dawn, we and your government are bringing new services, weare repairing things, we are worthy of your support. This is whythis is such an important issue, sir, and why we do not believe itcan await the normal appropriations process, which could end up

much later in the year.
General GAST. Mr. Winn, let me comment also. I think it is important to understand that the supplemental request, and the assistance we have been providing, is for the Lebanese Army onlyand not their Navy and their Air Force. The French and Italiansare coming up with what would be in effect a supplemental to fundassistance for the Air Force and Navy and possibly to provide specific equipment to the Army. We have had several meetings withthem, one which concluded yesterday, in which we believe signifi

cant progress has been made. 

18-551 0-83--10 
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The Lebanese Army, we believe, requires essentially seven bri
gades to provide necessary security for the country. We are not 
providing sophisticated equipment. The most sophisticated are 34 
M-48 tanks, and the rest of it are vehicles, communications equip
ment, armored personnel carriers, and some munitions. 

The Lebanese Army and President Gemayyel have looked to the 
United States to assist them in developing their equipment require
ments and also to reconstruct their infrastructure. They lost bar
racks. They lost logistic systems. They do not have a good training 
plan. We are providing a great deal of assistance in these and other 
areas. 

The equipment that we .have provided to date-32 tanks, 64 
APC's which have arrived today, 297 trucks, and 10,000 tents
have done a great deal to improve the morale and to encourage the 
Lebanese Armed Forces to be prepared to move out when foreign 
forces withdraw. 

Mr. WINN. Let us assume that your military show and tell is 
working over there from a psychological standpoint and prepared
ness standpoint. I am really saying, more to the Secretary than I 
was to anyone else, however, I do appreciate that information, but 
that maybe show and teil has got to take place right here on the 
Hill to the Members of the Congress, and second to the people of 
the United States. 

We are a very, very sympathetic people. But the fact that we 
have high unemployment and other economic problems and a huge 
deficit-every time all of us go home somebody says, why are you 
going to spend all that money outside the United States, why do 
you not spend it here at home? And we can understand that. 

SECURITY ARRANGEMENTS FOR SOUTHERN LEBANON 

To change the subject a little bit, in the "Washington Post" on 
the 9th of March-the headlines say: "Israel Signals Compromise 
on South Lebanon Security." And in the second part of that it talks 
about Shamir's plans to visit Washington. I do not know how much 
you can tell us about that, Mr. Secretary, but there is some talk 
about U.S. troops, a possibility of Israeli, Lebanese, and U.S. troops 
patroling a security zone in southern Lebanon after troop 
withdrawals. 

In the first place, it does not seem to us-and particularly since 
Phil Habib is on his way home-that there has been any great in
dication by the Israelis to withdraw, and that of course is one of 
the main problems. Is this something new? Is this a new move
ment? Is this a public relations effort on the part of Foreign Minis
ter Shamir or is this some kind of new movement here that we 
should ask the chairman of the subcommittee to hold a closed 
briefing on? 

Mr. VELIOTES. Mr. Winn, I prefer not to address my remarks to a 
newspaper article, because even when there are encouraging items 
in them they are usually distorted. 

FOREIGN MINISTER SHAMIR'S UPCOMING VISIT 

Mr. WINN. Let me ask you this. Is Shamir coming to Washing
ton? 
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Mr. VELIOTES. Yes, he is. Foreign Minister Shamir is coming to
Washington. We expect he will be here at the end of the week. Secretary Shultz and others will be engaging with the Foreign Minis
ter and his colleagues.

Mr. WINN. Do you know offhand, just out of curiosity, will he be
meeting with Members of Congress?

Mr. VELIOTES. This I am not sure of, sir. They are arranging
things at the end of the week. I would assume that would be some
where on the schedule. 

We will have several days of talks. Obviously, we consider this 
an important development. The Foreign Minister is of course wel
come. Ambassador Habib is back. He met with the Secretary in
California over this past weekend and he is arriving this evening.

We are hopeful that these discussions will move us toward thekinds of compromises that are required, which will strengthen the
security of Israel's northern frontier, as we look to the out years,
and also do this in a context that wifl strengthen the chances for
the Lebanese themselves to have an internal consensus. 

Mr. WINN. Mr. Chairman, let me ask one more question that
could be answered by a yes or no, if I might.

Mr. HAMILTON. Certainly.
Mr. WINN. Is the United States considering stationing U.S. 

troops in southern Lebanon as a part of a permanent peacekeeping
force? 

Mr. VELIOTES. The United States has not made such a proposal to
the parties, to the best of my knowledge. No, they have not made 
such a proposal. 

Mr. WINN. Thank you.
Mr. HAMILTON. Mr. Ireland. 
Mr. IRELAND. Thank you, Mr. Chairman. 

OTHER DONOR ASSISTANCE AND EXPENDITURES FOR LEBANON 

Ms. Ford, you mentioned $165 million other nations had obligat
ed themselves, or you assume were going to obligate themselves, to
put up. And I am aware that you said that you would send us a list 
of those. 

But by the time you got through talking about 'he World Bankmaking some studies and everybody sitting around and talking, at 
no stage of your conversation did you name anybody that has actu
ally helped. Now, has anybody actually helped, and if so, to what 
extent? 

Ms. FORD. Yes, sir. 
Mr. IRELAND. And I do not mean the whole laundry list. I know 

you are going to send it. But give us a number. It did not sound asthough anybody had really done anything but sit around and talk.
Ms. FORD. Well, the $165 million was donated primarily for theimmediate disaster relief needs of Lebanon. That was done through

a number of international organizations. The countries that haveto date-and I do not have the specific figures as to how much they
have provided. The countries to date that have been involved in
providing assistance to Lebanon include Australia, Italy, I believe 
France--

Mr. IREILAND. These ar moneys already expended? 
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for moneys _obligated immediately-Ms. FORD. These were 
Mr. IRELAND. They have been expended? 
Ms. FORD. Yes, some of them have already. 
Mr. IRELAND. This is not just passing conversation? 
Ms. FORD. That is where the $165 million comes from. 
What I was referring to with regard to the World Bank and the 

of the worldresults of the technical report was how the nations 
would be able to respond to those needs that have been identified 
with regard to public infrastructure, telecommunications, roads, 
water and sewerage, and thce other significant elements required 
to place Lebanon back in a strong position. 

For example, regarding our supplemental request for $150 mil
lion, we propose a significant portion of that be obligated and used 
for assistance in infrastructure directly related to the priorities es
tablished by the Lebanese Government. 

Mr. IRELAND. And you are not aware that anybody else has made 
that obligation. 

Ms. FORD. We have not made those obligations. 
Mr. IRELAND. Well, I understand. 
Ms. FORD. That was the purpose of our coming to ask. 
Mr. IRELAND. I understand that, but you are not aware that any

body else has taken that step as well? 
Ms. FORD. The World Bank report, which we do not yet have, 

will be the basis for meeting with all of the donors so that we can 
canamong ourselves determine which elements of that report we 

take on as our participation in support of the Lebanese Govern
ment. So that has not yet occurred, because the report is not--

Mr. IRELAND. Now, tell me when do you expect that to be ready? 
Ms. FORD. The report should be in by the end of the month. 
Mr. IRELAND. The meeting? 
Ms. FORD. The spring of this year. 
Mr. IRELAND. Thank you. 

IMPACT OF SYRIAN MILITARY BUILDUP ON LEBANESE-ISRAELI
 
SETTLEMENT
 

Mr. Secretary, regarding the Syrian military buildup that we 
hear about and the quite obvious need for the Israelis to protect 
themselves along that line, what effect is that going to have on any 

me that thissettlement that is reported as imminent? It seems to 
development would indicate that things are going the other way. 

Mr. VELIOTES. The Soviets are in the process of replacing or have 
replaced most of the Syrian losses during the hostilities with Israel. 

more wasIt is possible they may even provide than what lost. We 
do not have totally accurate figures on the Syrian buildup. 

The other Soviet-related issue, of course, is the deployment of the 
new missiles in Syria proper, under Soviet control, manned by the 
Soviet Union. The question is, and it is a very good question, has 

have the impact ofthis Soviet action or will this Soviet action 
making the Syrians less willing to cooperate with a solution which 
will restore Lebanon to sovereignty? 
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SYRIAN COOPERATION FOR WITHDRAWAL FROM LEBANON 

Will Syria cooperate in a withdrawal? I suppose that we will notreally be able to have the answer to that finally until or unless we 
come to the point where we are able to lay on the table an agree
ment and say--or the Lebanese lay on the table and have an agree
ment and say-OK, here it is, and on this basis we want everyone
out and by a date certain. 

But what I can tell you is this. In discussions with us, and weunderstand in discussions with the Lebanese and others, the Syr
ians have reconfirmed their willingness to withdraw in the context
of an Israeli withdrawal. Whether or not that withdrawal will betotally simultaneous or not is something to be worked out. We
think it should be the closest thing to that.

The PLO, which is the other major actor, which has some thuu
sands of armed fighters who are colocated with the Syrians, have
indicated to the Lebanese their willingness to leave when the Syr
ians leave. So we believe that despite that recent development, including the most unfortunate deployment of these missiles to Syria,
that the Syrians will still abide by what they have said they would
do; namely, withdraw when the Israelis are withdrawing. 

IRANIAN TROOPS IN LEBANON 

Mr. IRELAND. One last question. Some months ago there were arelatively small number of Iranian troops, or agitators or whatever 
you want to call them in Lebanon, and they were an obviously de
stabilizing force. What has beccme of that factor? Does it remain a 
factor? 

Mr. VELIOTES. Those troops are still there. They may be up to2,000. No one has an exact figure; say between 1,000 and 2,000.
They are behind Syrian lines in the northeastern part of Lebanon.
Most recently they ambushed a Lebanese Army patrol and there 
was a firefight.

To the best of our knowledge, they are having minimal success
affecting the Shia, who live in the Bekaa area, but they are doing

in 

their best. That is another good reason for getting the foreign
forces out. That is, that these particular people would also leave. 

Mr. IRELAND. Thank you very much. 
Thank you, Mr. Chairman. 
Mr. HAMILTON. Mr. Siljander. 

SOVIET SA-5'S IN SYRIA 

Mr. SILJANDER. Mr. Secretary and General Gast, the Soviets of course now have the SA-5's because of the inefficiency, obviously,
of the 8 and 9. Do you feel this is a measure by the Soviets to provoke attack by Israel, to test their key surface-to-air missiles to de
termine whether or not this "new technology" is able to knock outtheir most, as we understand it, their most sophisticated surface-to 
air-missile battery systems?

Do you think this is a move on their part to provoke attack, espe
cially considering, as I understand it, that they have over 1,000
Soviet technicians there to man the missiles? 
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Mr. VELIOTES. I can give you a judgment and General Gast can 
give you his. We do not believe that is the purpose of the deploy
ment. The deployment is obviously related to the very poor per
formance of the Soviet equipment in the 3 or 4 days of intense hos
tilities last year between Israel and Syria. 

There is obviously a military component to the deployment, 
which is the greater range of these missiles. Second, they will be 
under total Soviet control and manned by Soviet troops, so presum
ably they would be more efficient and effective in new hostilities. 

There is also a political element for the deployment. I cannot tell 
you today which is more important in this case. The Soviets obvi
ously got a little tired of hearing that they had lost their position 
in the Middle East as a result of the defeat of their equipment, so 
they decided that this would be a method of recouping political and 
psychological losses. 

All of these are rather difficult to measure exactly, but we think 
these are the issues. The Soviets have made it clear publicly and 
privately that they view this deployment as defensive only, and 
this is a ploy to try to put the monkey on somebody else's back. 

We view the deployment as potentially destabilizing and danger
ous, because of the technical characteristics of this weapons 
system. 

General Gast? 
General GAST. I would totally agree with the Secretary's com

ments. I would only add that it is tremendously high technology, a 
tremendously capable weapons system which can cover areas, vast 
areas to include Israel, slightly into the Mediterranean and into 
Jordan itself, and therefore is something that will be of concern to 
Lebanon. 

INTEGRATING HADDAD'S FORCES INTO THE LEBANESE FORCES 

Mr. SILJANDER. Moving on, no one disagrees with your com
ments, Mr. Secretary, about the integrity and sovereignty of Leba
non. When I was there in July that was all I heard. The hearts of 
the Arabs, the hearts of Islam, the Christians there, all seemed to 
be in unity. They just want to be a sovereign country and get the 
foreigners out; Israel and Syria and the PLO and everybody out. 
They want to be their own people. 

Bahir Gemayyel, before he was assassinated, explained to me 
that his biggest problem, as Secretary Shultz has told this commit
tee, would be to integrate the various factions of Lebanese forces, 
including Sa'ad Haddad in the south. 

How much of our funds are we using to assist in that integration, 
which to me is much more important than how many weapons we 
give them? As Secretary Shultz told us, they have probably more 
weapons in Lebanon than anywhere else in the world. What they 
do not need is more weapons; what they need is training, they need 
encouragement and infrastructure rebuilding. I agree with that. 
With just one quick trip to that country, anyone with any eyesight 
at all could determine that. 

But my question is, how can we work to integrate Haddad? Can 
we integrate Haddad? There have been terribly conflicting reports 
that I heard while there and before departing. I still hear conflict
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ing reports that Haddad is a rebel on his own and the main Leba
nese forces are not supporting him. At least the Lebanese Armed 
Forces told me they were not supporting him in July.

So I repeat-what are we doing with our funding to help arrive 
at this integration of these various factions. 

Mr. VELIOTES. Let me address part of that. Maybe General Gast 
would like to comment. 

The question of integration of these militia, or I suppose the 
starting point, is the elimination of major organized armed groups
that can be competitors to Government authority. That is a pri
mary problem. There are several major groups, all of which have 
their own turf. The most powerful group, the Lebanese Forces
that is, essentially the Maronites-are headquartered at Mount 
Lebanon. Their spiritual and political leader, Pierre Gemayyel, is 
the father of the current President. 

There have been some interesting and encouraging developments
in the last month or so with respect to the relationships between 
the Lebanese Forces and the Lebanese Armed Forces. You cannot 
confuse the two. Lebanese Forces means a certain thing, it means 
the Christian militia in the north. Lebanese Armed Forces means 
the Government's army.

Exactly how these positive developments take place is very diffi
cult to document, but it happens as a result of the continuing proc
ess of negotiation. There is a Lebanese way of accommodating peo
ple's interests in the interest of the overall good. That is the way it 
used to be. That is what they are trying to get back to. 

You have just seen this in the expansion of government authori
ty to East Beirut, accompanied by a flurry of rumors and newspa
per articles and intelligence reports that it could never happen.
And all of a sudden the Lebanese worked it out and they worked it 
out well. 

You have the problems of the so-called Druze militia. Again,
there are negotiations going on. The Lebanese tell us that if the 
Israelis leave they are confident they will be able to work out an 
arrangement whereby the Lebanese Armed Forces will deploy an 
there will not be great conflicts, and they can reassure the Druze. 

Mr. SILJANDER. How about the--

ROLE OF MAJOR HADDAD 

Mr. VELIOTES. I am getting down to Major Haddad. That is differ
ent from the Lebanese Forces in the north. Major Haddad's mili
tias are still in the south and they are the important military
force, Lebanese military force, in the south. The Israelis, of course, 
are the dominant military force. 

The Lebanese have assured us and the Israelis that they are pre
pared to work out an arrangement with those forces which would 
include a substantial integration of those forces into the Lebanese 
Army in the south. Now, exactly how that will be done I can't 
say-but this will be done. I am convinced it can be and will be 
done. 

The question is, is there a direct relationship between the funds 
that we are asking the Committee to approve and this integration 
process, particularly in the south? I would think that the answer is 



128
 

yes, but indirectly; that the extent to which the Lebanese militias 
in the south are integrated into the Lebanese Army, and then to 

units over time are retrained and rethe extent that those 
equipped, that is the way you will have the relationship. 

General? 

NEEDS OF THE ARMY 

General GAST. May I speak to the equipment first. It is true that 
there is considerable equipment in Lebanon, but it comes from nu
merous countries and is of varying age, and therefore a lot of it is 
not supportable. A logistics system does not exist to support this 
equipment. 

The amount that we are proposing to include in this supplemen
tal seeks a standardization within their system which they are ca

apable of developing; that is, a logistics system training, and 
wecommon doctrine for all of the Lebanese military forces which 

think is essential fbr them, as for any other army. 
But perhaps more important at this stage is the composition of 

the rank and file of the Lebanesethe leadership and its effect on 
Army. A great deal has been done to assure a balance of the var
ious faiths and groups. The Lebanese Army commander has been 
working with the government to have appointments that spread 
that balance very well, and our information indicates that that is 
going very well. 

The appearance and the presence of unsophisticated but good 
equipment has a positive effect on the Lebanese Army itself. The 
training done by the marines and all other factors so far have been 
very, very positive. It is also, 1 think, equipment that will serve 
them well and is supportable. And I believe that that has already 
been taken into consideration by some of the Lebanese Forces and 
others who now seem to be willing to compromise. 

Mr. HAMILTON. Mr. Smith. 

EFFECT OF TROOP WITHDRAWAL ON LEBANON'S STABILITY 

Mr. SMITH. Thank yo. Mr. Chairman. 
Mr. Secretary, last week when you appeared before the commit

tee we discussed some of the facets relating to the operation and 
we spoke about the fact that to some extent-and you agreed, I be
lieve, to some extent-that operation had created a more stable cli
mate in Lebanon and facilitated to some degree what is happening 
in the peace process. And hopefully, when Mr. Shamir comes here, 
further breakthroughs can be made with the facilitat; n of the 
United States, which we talked about, the role of the Urited States 
as a facilitator. 

The question, however, of withdrawal again strikes me as odd, 
with talking about withdrawal as quickly as possible, and at the 
same time talking about a strong, central, stabilized government in 

case that there has never been, forLebanon. Is it not really the 
many, many, many years, a strong, stable government in Lebanon, 
and that to ask for an early withdrawal of all these troops may in 
fact be ultimately counterproductive to obtaining not only a strong 
central government but maintaining a strong central government? 
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Mr. VELIOTES. I can give you our judgment and I can tell you
what the Lebanese Government thinks. And when I say "the Leba
nese Government," I should expand this. It comes from virtually
all elements of that society, regardless of' confession, as Mr. Sil
jander noted. 

It is our judgment that-first, you are right. At least for the last
10 years the Government of Lebanon has been weak and increas
ingly weakened. 

REASONS FOR SYRIAN PRESENCE 

Mr. SMITH. Is that why they invited the Syrians, back in 1976, to 
some degree, to bolster what was slipping? 

Mr. VELIOTES. You recall at that point that you had strange bed
fellows, if that is the phrase. You had an outbreak of violence be
tween the Maronite Christians and the PLO, which quickly took on 
the attributes of a major conflagration where the Maronites were
besieged and were in danger of going under, which would have 
meant that for all practical purposes the PLO would have taken 
over Leb. non. 

It was under those circumstances that the Syrians came in, and 
during that time frame the Syrians fought the PLO and bloodied 
them badly and restored stability there, with certainly the acquies
cence of many other people.

Over time, things changed and the Syrian Army clearly became 
an army of occupation, a hated army of occupation. Most armies of
occupation fall into this category.

This was shown by a variety of things over time. For example,
the Arab donors, I think, several times stopped their payments. So 
clearly there was only a very thin, cosmetic legitimacy to the claim
that the Syrian armed forces were there at the request of' the Arab
League and the Government of Lebanon, and there was an attempt
by the Lebanese to get them out before the Israelis came in. 

CAPABILITY OF LEBANESE ARMED FORCES TO EXTEND ITS AUTHORITY 

Now, the question you pose as to whether the Government of
Lebanon is strong enough in its armed forces to actually extend its
authority throughout the country, I think this has to be looked at
in terms of what would be opposing them. Obviously, the Lebanese
Army is not being geared to fight the Syrians or to fight the Israe
lis. We are positing that these major forces and the Palestinians,
who would be up north, would be leaving.

The Lebanese believe that they can do it, and in Lebanon it is 
not just a matter of who has got how many guns. There is a long
tradition of negotiation amongst Lebanese as they try to live to
gether.


We mentioned the Shuf. We know the Lebanese are working
hard on the Shuf. They worked very hard on East Beirut. Very few 
people knew what was happening there. It is sort of nice to know
that there are one or two secrets that can be kept in Lebanon. And
it was positive, what happened, and it happened in a way where all 
of the parties were satisfied. 

We believe we share their judgment. The Lebanese Armed
Forces, who are being trained and retrained and strengthened, can 
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extend their authority effectively over the country. Obviously, the 

Multinational Force will be there to be supportive to some extent. 
Who knows, there may be a role for UNIFIL in some manner tem

porarily. We are thinking of foreigners there, for example. 
The basic issue is, what is the opposition? The opposition, to be 

sure, may have some guns, and most of those are sidearms, but you 
are going to bedo not have opposing domestic armies, really, who 

are there, iffighting the Lebanese Armed Forces. And those who 
they do make trouble, we think the Lebanese Armed Forces would 

be a match for them. 
a key because thatI mentioned earlier East Beirut and that is 

beindicates accommodations, positive accommodations,clearly 
tween the Government of Lebanon and the Lebanese Forces, which 

was the most powerful militia. This bodes well for the future. 
not suggesting everything is going to be justSaying that, I am 

lovely. Some violence, unfortunately, is a fact of life in Lebanon. I 
there will be some peoplewill be I 

hurt, some people killed. 
But we believe that the Lebanese Army can indeed control its 

assume there some. assume 

happens, sir, isterritory and should be given the chance. What 
that the longer they are not allowed to do this, this plays back in 

and erodes their confidence in themselves and erodes their ability 

actually to play the role that they want to play. 
let me ask you this, however. Let us assumeMr. SMITH. Well, 

that under different circumstances Israel, Syria, and the PLO all 

withdraw subsequent to the operation more or less finishing up, let 
Would in fact the Lebanese Govus assume in 3 or 4 years or so. 

ernment as it is now constituted have been able to do in East 

Beirut what they have done? 
want the chance.Mr. VELIOTES. Well, all I can say is that they 

NATURE OF DAMAGE 

Mr. SMITH. I am glad you brought up Syria and talked about 

this. A witness testified last week in front of the Senate Foreign 
a Lebanese I believe, who indicated that overRelations Committee, 

the years, of the total damage that has been done to Lebanon, basi

cally physical more than anything else, about 85 percent of it is at

tributable to all the wars previous to the Peace for Galilee oper
ation. which are

And now, getting back and tying that into the dollars 
now being requested in the supplemental, my question is, given 

that testimony and assuming the factualness of it for the time 
we are being asked to provide additional moneys, and notbeing, 

only what Mr. Ireland was inquiring about as to what has already 

flowed, but additional to flow further to aid in this process. 

ROLE OF ARAB DONORS IN LEBANON RECONSTRUCTION 

that. My question is, however,Basically, I am not opposed to 
from all the other factions which have contributed to the 85 per

of that damage, would you indicate to me what, if anything,cent 
be willing to contribute? Ithey have indicated that they would 

have heard that they are not contributing anything or little or 
cut off some of the thingsnothing. As a matter of fact, they have 
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they were contributing already or threatened to do if the Lebanese
do anything that they consider untoward with Israel. 

Mr. VELIOTES. Well, I am not sure that the parties you are talking about would agree that they contributed to 85 percent of the
damage. But I know-I think I understand--

Mr. SMITH. I am asking you to assume that for the time being.
Mr. VELIOTES. Weli, I cannot even assume that. But what we aretalking about here is what will be the role of Arab donors to thereconstruction of Lebanon. We have expectation, every reason tobelieve, that once the withdrawals are effected their contribution 

will be significant.
They have made clear, however, that they are not going to becontributing, because they do not wish to be perceived as endorsingthe status quo. Now, most of che rhetoric will be aimed at the Israelis being in Lebanon. But these same people very much wantthe Syrians out as well, even if they do not say it, and in the pastthey have stopped funding the so-called Arab Deterrent Force, and

that is one way of voting in the Middle East. And these same ones 
have done that.

So we would expect that there would be a considerable amount of 
money coming in, and the Lebanese expect it as well. 

Mr. SMITH. Do we have anything greater than an expectation?
This is what I am trying to get at. 

Mr. VELIOTES. We have had lots of discussion, and I do not have 
any figures. 

Mr. SMITH. We are putting ourselves on the line right now, righthere in front of Congress, and Congress may put itself on the lineand the administration has requested us to do it. Fine, has anybody
else done anything? That is all I am asking.

Mr. VELIOTES. If we are successful, as we expect to be, in thecoming months with respect to an agreement on Lebanon, then I 
am very confident that there will be significant funds coming.

Mr. SMITH. Then your answer is no, dowe not have anything
more than expectations. 

Mr. VELIOTES. No, it is more than that. It is not just a vain hope.Do not forget, it has been put that until or unless they leave, you
cannot expect to see us contribute, but when they go, we will.

Mr. SMITH. On their terms, however. You have already indicated,if I am not mistaken, that certain of those leaving require leaving 
on certain terms as opposed to others. 

Mr. VELIOTES. Weli, these are issues that are of andwe aware
that we are working out. Our view here has been made clear to ev
eryone, that is Lebanon and its people have suffered so much thatthe only right and decent and smart thing for these people to do isto support the Government of Lebanon in the decisions it feels it can, must, and believes it should take in its own interests in trying
to straighten out the mess which so many have contributed to. And we have made this very clear. I do not want to go into that in this 
open session--

Mr. SMITH. I was going to ask you if we have taken a strong
stand. 

Mr. VELIOTES. Yes. I hope you will understand why I do not want 
to go into details. 

Mr. SMITH. I never understand that. [Laughter.] 
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Thank you very much, Mr. Chairman. 
Mr. HAMILTON. Ms. Ford is going to comment. 

ARAB DONATIONS FOR HOUSING RECONSTRUCTION 

Ms. FORD. I would like to, if I could, Mr. Chairman, add the com
ment, an additional element for Congressman Smith, and that is, 
though not on formal pledges, but rather through an informal proc
ess, in Lebanon to date, after the United States provided $5 million 
in a grant to Lebanon for housing reconstruction, that grant was 
matched from funds from Arabs in Lebanon. So that there was 
indeed $10 million available for housing reconstruction. 

At the same time, Arab countries privately financed significant 
removal of rubble in Lebanon, without which a lot of the recon
struction and building could not be accomplished. That too was in
formal. I do not know the dollar cost, but the equipment and the 
manpower required to do that was also one of the contributions. 

We have, again with and through the World Bank, continued to 
make certain that information that we were able to develop on 
projects would be available to potential Arab donors. Also, I am 
aware that the World Bank team, when in Lebanon just recently, 
was able to meet and discuss some of these things with Arab and 
other donors. 

It does not give you a specific answer as to formal Arab contribu
tions, but I think it indicates a degree of interest beyond that 
which is verbal. 

Mr. SMITH. Thank you. 
Mr. HAMILTON. Mr. Zschau. 

TROOP WITHDRAWAL NEGOTIATIONS 

Mr. ZSCHAU. Mr. Veliotes, for me the issue here is not the ques
tion of need for economic and military assistance, but rather the 
timing. The supplemental request requires us to add on to the for
eign aid bill this special request, and so I would like to explore 
once again my understanding at least of the need for speeding up 
the funds. 

I thought I heard there were two reasons for it: No. 1 that there 
was going to be a breakthrough in the negotiations of troop with
drawals and that we would want to have the funds ready to sup
port the Lebanese in maintaining stability in their country. Also, if 
we came out front other donors would follow us. 

Are those the two reasons that you are giving us? 
Mr. VELIOTES. The two principal reasons, yes. 
Mr. ZSCHAU. What indications do we have that there will be a 

breakthrough in the troop withdrawal negotiations and your time
table of this summer is accurate? 

Mr. VELIOTES. Sir, in the negotiations that have taken place to 
date-and I remind the committee, they have taken place in two 
different fora which are closely related; one is the forum that Am
bassador Draper has been involved in, which is the delegation 
meetings between the Israelis and the Lebanese which have taken 
place two or three times a week for the last 6 weeks, both in Leba
non and in Israel. 
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In that forum, the parties have come to grips with all of the
issues that exist. They have heard from each other what the otherside claims is its bottom line, and they have actually started to
have those kind of corridor discussions which suggest that, well,
maybe some deals can be cut. That is the first thing.

Second, Ambassador Habib in his most recent visit out there hasbeen working the senior political circuit on both sides, if you will.He has been able to come up with proposals which he put to both
sides, which we believe to form the basis for agreements whichwould satisfy everyone's priority requirements. In negotiation, one 
never gets everything he wants. That is a fact of negotiating life.
We all know that. 

Foreign Minister Shamir is coming to discuss, at least in part,
the current Israeli views of where we stand. I think there is a possibility that there also could be a Lebanese ambassador coming at 
some point to discuss how the Lebanese see it. This would be before
Ambassador Habib goes back.

So, without raising great expectations for the next couple ofweeks, it seems to us that we are witnessing a process now which is
getting pretty close to the point of decision. 

IMPACT OF SUPPLEMENTAL ON NEGOTIATIONS 

Mr. ZSCHAU. Do you think the passage of the supplemental willhave an impact on those negotiations, and if so what would it be?
Mr. VELIOTES. Yes, sir. I think the support of the Congress inpassing the supplemental will be very important. It will be a publicindication of the depth and breadth of the political support in this 

country for our policy toward Lebanon, for our desire that Lebanonnot only be reconstructed, but reconstructed in a manner which
contributes to our broader peace policies in the area. 

On the other hand, if there is hesitation and if there is considerable delay I believe this will have a negative impact. I certainlyknow the Lebanese are looking at every word we say here. Theyare desperately hopeful that the Congress will move fast and give
them this vote of confidence in their future. 

Mr. ZSCHAU. Are you suggesting that if the supplemental is notapproved that it could undermine the negotiations for troop with
drawal? 

Mr. VELIOTES. I believe it will have a significant negative impact, 
yes. 

LINKAGE BETWEEN SUPPLEMENTAL AND OTHER COUNTRY DONORS 

Mr. ZSCHAU. Finally, the other reason for the speedup is to motivate other donors. Ts there any specific indication, Ms. Ford, from
other countries that if we would go ahead with this kind of a com
mitment that they are ready to step in, and is there any kind of, ifnot formal agreement, informal agreement to do so? Or is it more 
our hope and wishful thinking?

Ms. FORD. There are countries, and I mentioned several previously, like Italy. Australia, France and several others, that preare
pared to go forward. We have this information on an informal basis 
as well as a formal basis, because most of this assistance has not 
yet been publicly announced. 
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What has not been decided upon yet is the specific dollar level 
and specific projects. The World Bank as well as we have been very 
much involved in trying to see where and how the donors can be 
most effective. So we do believe strongly that the $150 million ESF 
request would be catalytic, not just because we want it to be, but 
because we really believe it will be. 

Specifically, in addition to Western donors and potentially Arab 
donors as well, we believe that the approach, the fast dibbursing 
and visible way that we want to move these funds, will encourage 
U.S. private business as well to play a significant role, and that if 
we are successful in securing supplemental funds the capital equip
ment fund, which would be a significant part of that, about $69 
million, and is able to be moved very quickly, would allow U.S. 
businesses to seriously have an opportunity to do business with and 
through Lebanon. It would also be another statement of U.S. sup
port. 

Mr. ZSCHAU. In these sorts of situations, do countries ever make 
more formal agreements, say, for example, if I put in my money 
then you have agreed and committed to put in your money? Do 
they band together and do that in these sorts of situations? 

Ms. FORD. I do not want to speak specifically for the World Bank. 
I believe, however, there is what the Bank calls a donor consor
tium, or consultative groups in conjunction with the recipient coun
try, in this instance Lebanon. 

What I am referring to in terms of the ongoing discussions-and 
I have been a part of those discussions that we have been involved 
in since last summer-are No. 1, the Bank report providing the 
technical basis for those countries, Western donors, to look and see 
where they have significant advantage, for example where they 
can be most supportive. 

Mr. ZSCHAU. I think you are getting perhaps a sense of the com
mittee that it would be more comfortable if we did not look like the 
Lone Ranger in this situation, and so anything that could be done 
to strengthen those commitments I think would be helpful. 

Ms. FORD. I would be happy to provide by country, in whatever 
specificity I can, what has been formally committed, and as best I 
can what has also been informally committed. But I can assure you 
from conversations I have had with people in positions to make the 
decisions that we are not alone. 

I think, however, it is also fair to say that everyone does indeed 
look to us to see what and to what degree and what degree of sup
port, dollar and political, we do intend to provide. 

Mr. ZSCHAU. Thank you, Ms. Ford. And thank you, Mr. Chair
man. 

Mr. HAMILTON. Ms. Ford, we should have that list very promptly. 
We are interested in that. 

Ms. FORD. Certainly. 
Mr. HAMILTON. Can you have it by the end of the week? 
Ms. FORD. I will try even faster than that.1 

Mr. HAMILTON. Thank you. 
General Gast. 

pa:.ge. 114. 
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LEBANON'S MILITARY NEEDS 

General GAST. I would like to add additional comments, hopeful
ly to justify the urgency of our request for additional funding. Per
haps it would be useful for you to know that the equipment that is 
on order and is being delivered now and will be delivered this 
summer is financed only in part with U.S. FMS credits, and only
less than half of that. 

The Lebanese Government in desperation last fall committed
itself to $70 million in cash to procure this equipment. That cash 
was urgently needed for their infrastructure, to do the things that
needed to be done within Lebanon, building barracks and training 
areas, setting up the supply system, the support system, everything
it takes to get an army going.

They do not now have the funds to procure additional equipment
which is urgently required to fill out the army.

That is why we must have the supplemental soon so that we can
place on order the equipment which will match the Lebanese con
scription available as additional units are formed. And it is very
important, we believe, not only to the Lebanese Army for morale 
purposes, but to their ability to exercise control.

As far as what other countries are doing, I have already indicat
ed to you we are working very closely with the French and the Italians, who are going through the same process that we are. In fact
the French already have made money available, and it is just a 
matter of working out the details of what they can do for the navy
and the air force. So we are not alone in providing that assistance 
in a coordinated way. 

Mr. HAMILTON. Mr. Lantos. 

ARAB LEAGUE FINANCIAL COMMITMENTS TO LEBANON 

Mr. LANTOS. Thank you very much, Mr. Chairman. 
Mr. Secretary, let me preface my questions by saying that I

think in this matter the administration has acted prudently and
rationally and deserves commendation. 

My questions relate not to the Western European or Australian
donors, because I do not think that is the issue. I do not think that
is the issue that bothers this committee. As I recall, in Tunis in
1980, before the events of 1982, the Arab League committed $2 bil
lion over a 5-year period to aid Lebanon. How much of that $2 bil
lion by the Arab League was in fact delivered? 

Ms. FORD. To date, $380 million of that pledge has been delivered 
to Lebanon. 

SAUDI AID TO LEBANON SINCE SUMMER OF 1982 

Mr. LANTOS. Since the summer of 1982, how much aid has been 
provided by Saudi Arabia? 

Ms. FORD. I do not know the answer to that. 
Mr. VELIOTES. I do not believe there is any official assistance that 

you could find a figure on. 
Mr. LANTOS. My information is that there has been no official as

sistance, and that there has been some secondhand unofficial as
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sistance in the amount of maybe $30 million through a construc
tion company. Is that your information? 

Well, you know, you chided Congressman Winn for relying on 
newspapers. But since we are getting so little from the Depart
ment, we are relegated to those secondary sources. So if you would 
tell us more, we would know more. 

Mr. VELIOTES. What you have described is substantially accurate, 
sir. 

ESTIMATES ON DAMAGE TO LEBANON PRIOR TO 1982 

Mr. LANTOS. Well, I am deeply disturbed by the fact that help 
from the wealthy OPEC group is limited, and effectively nonexis
tent, particularly in view of the fact that the bulk of the damage in 
Lebanon occurred prior to 1982. The estimates that I have heard 
from fairly authoritative sources is that over 80 percent, maybe 85 
percent, of the damage occurred prior to the events of 1982. 

Is that approximately your understanding, Mr. Secretary? 
Mr. VELIOTES. I really do not know. 
Mr. LANTOS. It is a pretty critical figure. 
Mr. VELIOTES. I am not challenging the figure. 
Mr. LANTOS. What is your ballpark estimate? 
Mr. VELIOTES. Whether it is 85 percent or 73 percent, it is a lot. 
Mr. LANTOS. Would you say it is the majority? 
Mr. VELIOTES. I guess, but I rear.y do not pose as an expert on 

this. 
Mr. LANTOS. Would you attempt to obtain the best estimate? 
[The information follows:] 

RECONSTRUCTION COSTS 

No completely reliable assessment of damages sustained in Lebanon during the 
past decade is available. However, the most recent estimates of damage provided by 
the Gcvernment of Lebanon's Council for Development and Reconstruction (CDR), 
which is very likely to be confirmed by the World Bank report to be issued in 
March of this year, are in the $14-15 billion range. It is generally agreed that ap
proximately $2 billion of the damage resulted from the Israeli invasion. 

Mr. VELIOTES. Perhaps Ms. Ford may have some information. 
Ms. FORD. I do not have anything. 
Mr. VELIOTES. I have seen many different estimates of how much 

actual damage there is in total. But certainly, sir, I accept the 
point that a lot of that damage was done--

Mr. LANTOS. Would you accept that the major portion was done 
prior to the events of 1982? 

Ms. FORD. Mr. Chairman, my understanding is that the Council 
for Development and Reconstruction, which has an estimate of 
total damage of $12 billion, estimates that $2 billion of the $12 bil
lion is the result of damage since June. I do not know if that is on 
target I am just merely at this point giving you another figure. 

Mr. LANTOS. That is the same ballpark that I have.
 
Mr. VELIOTES. It is a lot.
 
Ms. FORD. Any way you cut it, it is a lot. I do not know on what
 

basis it is derived. 
Mr. LANTOS. In that period, the forces creating damage were 

Syrian, PLO, and indigenous, is that correct? 
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Mr. VELIOTES. Yes. 

U.S. PRESSURE ON GULF STATES TO PROVIDE AID TO LEBANON 
Mr. LANTOS. Under the circumstances, I am wondering, whatpressure did we apply to the Gulf States, to Saudi Arabia, so theywould be more forthcoming with aid? 
Mr. VELIOTES. In what time frame? 
Mr. LANTOS. In any time frame. 
Mr. VELIOTES. Most recently? That is the one I can address more

readily. 
Mr. LANTOS. All right, go ahead. 
Mr. VELIOTES. In the earlier periods-I am not trying to justify oreven explain the lack of followthrough on the commitment. Iassume, however, that to some extent the fact that more fundswere not spent between 1980 and June of 1982 was a reflection ofthe fact that the potential donors did not consider Lebanon a verygood risk. You had a foreign occupation army that was in charge ofhalf the country and you had a state within a state that was incharge of most of the rest.

Mr. LANTOS. But the commitment 
 was made under those same

circumstances.
 
Mr. VELIOTES. I understand that.
What we have done is that we have talked to potential donors.We have talked on the technical level, we have talked on the political level. It is as a result of these discussions taken together thatwe have confidence that when the foreign forces withdraw therewill be significant funds coming from Arab sources, either bilaterally or through the mechanism--
Ms. FORD. Through the Arab donor organizations. But at thispoint we could not speak-that is, I could not speak-for a particular figure or timetable, because that would be implying I couldspeak for them, which I cannot. 
Mr. VELIOTES. We have been told authoritatively that those fundswill not be forthcoming until or unless there is a withdrawal of foreign forces. I said earlier that the rhetoric usually focuses theIsraeli forces, but these are the same 

on 
people who cut off fundingseveral times to the Syrian forces. So there is no doubt that they

also wish the Syrians out.There is nothing that we can do beyond what we have alreadydone to get the commitments moving, because they do not wish tobe perceived as supporting the status quo or financing the status
 
quo.
 

UNITED STATES-SAUDI EXTRADITION TREATY
 
Mr. LANTOS. Mr. Secretary, since we are 
unlikely in the nearfuture to have a hearing on Saudi Arabia, I want to pursue a question which is related to this. Has the administration taken anysteps to conclude a treaty of extradition with Saudia Arabia, inview of the recent episode involving a member of the royal familywho sold a stolen ring valued at $1,200,000, skipped bail and left

the country?
Mr. VELIOTES. I will have to check on that, sir, for the record. Ijust do not know. I was not aware, I have to admit. 

18-5,51O----
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Mr. LANTOS. You ought to read the newspapers like the rest of 
us. [Laughter.] 

Mr. VELIOTES. I am aware of the wayward prince who was picked 
up coming into this country. Is he the same one? 

aMr. LANTOS. This is a fellow who sold, or tried to sell, 
FBI agent and was arrested and was$1,200,000 stolen ring to an 

out on bail, $25,000 bail, and he skipped the country. 
Mr. VELIOTES. I will check on the facts for you, as well as the 

question of an extradition treaty. 

TREATIES WITH COUNTRIES IN THE MIDDLE EASTEXTRADITION 

Mr. LANTOS. And would you supply the committee with a list of 

countries in the Middle East with which we have treaties of extra
dition? 

Mr. VELIOTES. Yes. 
Mr. LANTOS. And what, if any, negotiations are underway to con

clude treaties of extradition with the ones we currently do not have 
a treaty with. 

Mr. VELIOTES. Yes. 
[The information follows:] 

TREATIES WITH COUNTRIES IN THE MIDDLE EASTEXTRADITION 

U. S. extradition treaties are currently in force with Egypt, Iraq and Israel in the 

Middle East. At present, no negotiations are under way with other countries in that 

region. However, within budgetary limitations, the Department is actively pursuing 
countries where a substantial law enforcementextradition agreements with other 

need has been demonstrated. 
the U.S. and Saudi legal systems present major obsta-Basic differences between 

cles to negotiating such a treaty. We do not, of course, rule out negotiating an extra

dition treaty with Saudi Arabia at some point in the future, but would note that 

Saudi authorities have not made a practice of allowing non-Saudis accused of crimes 

abroad to take refuge in the Kingdom. 
I would also note for the record that the individual you mentioned who was in

member of the Saudi ruling family.dicted and reportedly forfeited bail is not a 

PLO REENTRY INTO BEIRUT 

of PLO elementsMr. LANTOS. There have been reports lately 
seeping back into Beirut. What is the information that the State 
Department has on this? 

Mr. VELIOTES. It is very sketchy information. 
Mr. LANTOS. Would you share it with us? 
Mr. VELIOTES. It is nothing hard. It is as you described, a "PLO 

element." I have heard stories of individuals who may have come 
back to see their families. We have no information that any recon
struction of the PLO infrastructure is in process, and certainly the 
Lebanese would not tolerate it. 

I think when we consider, sir, the question of the security in the 
south, that we have to keep uppermost in mind that those elements 
which would seek to reestablish themselves in the south to do 

to Israel would also be viewed by the Lebanese as their enharm 
emies. 

Mr. LANTOS. My final qustion is this. You mentioned earlier 

that Foreign Minister Shamir is expected this week and he expects 
to see the Secretary. I am sure you and I are equally convinced 
that we have some idea if the scenario that is likely to unfold. 
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PROPOSALS FOR WITHDRAWAL AND NORMALIZATION 

Would you mind sharing with the committee, under the presentcircumstances what kind of withdrawal and I ormalization package
can be expected?

Mr. VELIOTES. With respect to withdrawal-please excuse me. Ihave a problem of negotiating issues in public that have not yetbeen engaged, because I do not know what the Israelis are bringing. But from our perspective, I would rather say that what we see as required in general terms--
Mr. LANTOS. Could you--Mr. VELIOTFS [continuing]. Is a security arrangement in thesouth which strengthens the security of the northern border ofIsrael, which does not involve a continuing presence of Israeli 

troops.
Mr. LANTOS. Continued stationing or continued presence?Mr. VELIOTES. Well, I think both, in the sense tha- this would beviewed by the Lebanese as something they cannot accept, for thesimple reason that the Syrians would not leave and then youon the way to partition of Lebanon. 

are 
I mean, these are the implica

tions.
 
But the fact that there is--


POSSIBLE PATROL WITIN LEBANESE SECURITY ZONE 
Mr. LANTOS. Could I stop you there. There have been ideas floated with respect to stationing people outside Lebanese frontiers whonevertheless would patrol within Lebanon, within that securityzone, on a 24-hour basis. 
Mr. VELIOTES. Well, I would have to speak for myself--
Mr. LANTOS. Yes.
Mr. VELIOTES [continuingJ. Without any reference to anythingthat has been presented to us, because it has not been. I would findthat concept a very difficult one for the Lebanese to accept. Itwould have the problems of sovereignty, the problems of Syrianwithdrawal, and so this would be difficult.
On normalization, you know, we think--

PROVIDING SECURITY IN SOUTHERN LEBANON
 
Mr. LANTOS. Well, do view
how you security, then, being provided? We cannot just gloss over it.Mr. VELIOTES. No, of course not. The security is very important.Mr. LANTOS. Well, what mechanism do you view as feasible?Mr. VELIOTES. What I would see as feasible would be using Lebanese in the south. 
Mr. LANTOS. Exclusively? 
Mr. VELIOTES. Yes. 

NUMBER OF LEBANESE ARMED FORCES
 
Mr. LANTOS. Then could 
 I turn to General Gast and askquestion: What is in your view the effective 

this 
number of Lebanese

Armed Forces personnel at the moment?General GAST. Probably about 17,000, sir, 17,000 to 20,000 in uni
form. 
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Mr. LANTOS. In uniform. 
As a specialist and as a professional, if you had the task of advis

ing anyone on the number of Lebanese Armed Forces personnel re

quired to secure that zone of 28 miles, what would be the number 

you would use? 
I have seen various estimates on that, but it is be-

General GAST. 

lieved by 	many people, that the Lebanese Army, assuming that it 

to grow, and is able to exercise authority to get out of
continues this zone.
Beirut, a couple brigades there should be able to secure 

We are not talking about a major operation on their part. 

It is also clear, though, that the Lebanese Army as it exists today 

as four brigades, which is just finally being equipped and trained, 

is not capable of assuming the entire role throughout Lebanon and 

will not be for some time. So that would be a concentration of their 

most capable brigades there. 

OF EXISTING FORCESLEBANESE 	 INCORPORATION 

Mr. VELIOTES. I think there is another element as well there, and 

that is the Lebanese themselves have been discussing the likeli

hood of incorporating into the brigade in the south elements of the 
Shia and 	Christian, of Major Haddad. That

existing forces, both 
could be a strengthening.	 rea possibility that they willGeneral GAST. And there may be 
ceive additional troops from the Lebanese Forces. I think there is 

progress being made in that area. 
are talking about the ability to interdictMr. VELIOTES. Now, we 

infiltrators, not to fight pitched battles with large mobile battal

ions. 
Yes, that is right.General GAST. 

We are confident that arrangements can be
Mr. VELIOTES. 

close liaison, where these
worked out which would allow for very 
issues of security can be satisfactorily met. 

OF RELATIONSNORMALIZATION 

What is your scenario for normalization?Mr. LANTOS. 
Mr. VELIOTES. The more the better, we think. That gets you back 

to a judgment as to what the Lebanese believe are their limits with 

respect to their own internal situation, and then again you get 
be accepted in what

around to the judgments of how much can 
format. And certainly there is no built-in bias against talking to Is

raelis who -ome across the border or things like this on the part of 

the government. can go in 	any one
There is a concern there about how far they 

time period without threatening their internal consensus. If the in

goes, stability goes. Instability, amongst other
ternal consensus 

in Israel's security interest. So these things all get
things, is 	not 

hoping to 	talk them through this weekend
linked up 	and we are 

as far as getting thisareand be closer than where we right now 
solved. 

Mr. LANTOS. Thank you, Mr. Chairman. 
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LEBANESE PROPOSALS FOR STATIONING U.S. TROOPS IN SOUTH LEBANON 
Mr. HAMILTON. Mr. Secretary, in your response to a question earlier you said that the United States had no proposal to put U.S.troops into south Lebanon. Do we have a proposal from Israel or

Lebanon to do so?
Mr. VELIOTES. The Lebanese are on record, and I do not believethey have done it recently, but they have been on public record of'asking for up to 20,000, I believe, in the MNF. We have no proposals from the Israelis. I do not believe we have any hard proposals

from the Lebanese.
 
When I say that, I do not say that 
we would not be prepared toconsider some sort of a deployment, but that is just not-that is, itis not right now on the table. 

FUTURE ROLE FOR UNIFIL 
Mr. HAMILTON. Do you see a future role for UNIFIL in Lebanon?Mr. VELIOTES. There should be. There are 7,000 people, 7,000troops, whom we believe can play a role at least for a period oftime in helping the Lehanese, but nothing permanent. That role wewill have to try to work out. 

U.S. TROOP EXPANSION IN LEBANON 
Mr. HAMILTON. Are we seriously considering expanding thenumber of U.S. troops in Lebanon? 
Mr. VELIOTES. No, sir, nothing beyond the last time we talked. Isaid I could not exclude the possibility that, if the President wereasked under the right circumstances, that he would consider thissympathetically. But we are no further along than that right now. 
NUMBER OF LEBANESE TROOPS NECESSARY TO MAINTAIN EFFECTIVE 

CONTROL 
Mr. HAMILTON. How many troops do we think it will be necessary for the Lebanese Army to have to maintain effective control


and order in their country?

General GAST. The estimate is, for the longer term the seven
gades we are working on, the supple;- 'ntal is for the final two. 

bri-
I
think this depends much upon future events and what is able to be
worked out in the withdrawal of the foreign forces.
It also has to do with the ongoing negotiations and what role the
MNF will play, as well as UNIFIL, in the interim as the Lebanesebuild up their army during the next year or so. Assuming that theyare able to obtain the enlistment of the personnel that is required,which would go along with the delivery of the equipment, it wouldbe mid-1984 before they would organize and receive training forthis entire force. And that would be sufficient, we believe, to accomplish the mission of maintaining the Government of' Lebanon's 

authority there. 
Mr. HAMILTON. How many?
General GAST. Seven brigades, and we are probably talking about45,000 personnel instead of the 20,000 that are there now. 
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FRENCH, ITALIAN, AND U.S. WILLINGNESS TO EXPAND TROOPS 

The and theirMr. HAMILTON. French Italians have indicated 
willingness to expand their numbers, have they not? 

Mr. VELIOTES. In principle, yes. 
Mr. HAMILTON. Have we indicated a willingness to do the same? 
Mr. VELIOTES. We have indicated a willingness to consider such 

an expansion, depending on the circumstances in which such a pro

posal would be put to the President. 
seek specific statutory authorizationMr. HAMILTON. Would you 

from the Congress for any successor force to the Multinational 
Forces there now? 

to be consid-Mr. VELIOTES. That is certainly something that has 
ered seriously. 

Mr. HAMILTON. I would hope so. But you are not committing 
yourself to do it? 

us, but I understand youMr. VELIOTES. Well, I cannot commit 
and it makes a lot of sense. 

Mr. HAMILTON. I am glad I am understood. 

STRENGTH OF PHALANGE FORCE 

What about the strength of the Phalange militia as a military 
force? Is the government's strength or ability to deal with that 

group gaining? 
not, however, putMr. VELIOTES. The answer is yes, and I would 

into the calculus numbers of soldiers, because in Lebanon that is 

important, but what is also important are the understandings, the 

agreements, the attempts to serve mutual interests. In this sense, I 
believe that the Lebanese Forces and the Government of Lebanon 
are in a iuch better relationship today. 

I think the best example of this today is the recent deployment 
of the Lebanese Army into East Beirut. We really cannot underes

are the ports. That is very important.timate this. And also, there 
have been done without the agreement ofOf course, this could not 

the Lebanese--
Mr. HAMILTON. The Phalangists still get a lot of money out of 

those ports, do they not? 

PORT REVENUE RECEIVED BY THE PHALANGE 

Mr. VELIOTES. Well, the Phalangists were getting the total out of 

those ports, and one reason why the Government wished to take 
them over was in order that the Government could start receiving 
revenue from those ports. 

Mr. HAMILTON. Pretty big bucks there, is it not? 
Mr. VELIOTES. Yes, sir. 
Mr. HAMILTON. $100 million or so? 
Mr. VELIOTES. It might come to that. 
Mr. HAMILTON. Is the Governmemt moving to take over that 

source of revenue? 
Mr. VELIOTES. Yes, sir. 
Mr. HAMILTON. When? 
Mr. VELIOTES. They have already moved, I believe. 
Mr. HAMILTON. They are gptf+ng some--
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ARRANGEMENTS FOR LEBANESE GOVERNMENT TO RECEIVE PORT 

REVENUES
 

Mr. VELIOTES. I assume they have. Now, what arrangementsthere may be that have been made I am not party to. I would notbe surprised if there were some. But that is all right. The important thing is that the Government is showing the flag in this important part of' Lebanon, and that is important for all the Lebanese, and particularly important theas Government thinks interms of moving into the shief, for example, because they haveproven that they can move into and provide security in EastBeirut, which is the Lebanese Forces-Phalangist area. 
LEBANESE INVESTIGATION OF THE MASSACRES AT SABRA AND SHATILLA 

Mr. HAMILTON. How is the investigation coming into the massacres by the Lebanese CGovernment? 
Mr. VELIOTES. I do not think it is coming any further than it was.Mr. HAMILTON. We do not expecL them to do very much with

that?
 
Mr. VELIOTES. No, sir, I would not expect much.
Mr. HAMILTON. Are we pressing them at all on it?
Mr. VELIOTES. Not pressing. We inquire. I 
am not aware of anygroundswell of Lebanese public pressure on the Government on

this. 

LACK OF PROTECTION FOR PALESTINIAN CIVILIANS
 
Mr. HAMILTON. Now, there have been some 
 reports about thelack of security for the Palestinians in the south.
 
Mr. VELIOTES. Yes, sir.

Mr. HAMILTON. What is your impression of that?
Mr. VELIOTES. Well, werewe very concerned about this. We arenot quite sure who was i'esponsible. It appears to be some Christianmilitias. There were reports, probably confirmed, of some killings,lots of threats, knocks on doors, et cetera.

We have been in touch with UNRWA, the ICRC, the Lebanese
and the Israeli authorities. We believe that the situation has improved to some extent. We do not see that there is any imminent

danger of any large bloodletting.
The question seems to be trying to get Palestinians out of peripheral areas, out of apartments, that are in very short supply, andback into camps, and camps that of course are not yet equipped totake them all. 

UNRWA TENT PROGRAM
 
Mr. HAMILTON. What happened to all those tents 
we sent over 

there?
 
Mr. VELIOTES. I think the tents were set up and are being used.Ms. FORD. Some of the tents are being used, as far as I know.There is no reason to think that they are anywhere other thanwhere tney were directed toward. I was there last month--Mr. HAMILTON. Our information is that none of' them are beingused. We just had a couple of members of the staff over there.What makes you think they are being tsed? 
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Ms. FORD. I am frankly going by the figures. Hold on. Let me 
check. 

Mr. HAMILTON. Let us get the tent expert up here and get on 
this. 

Mr. VELIOTES. I thought some were being used as mess tents and 
school rooms and central mess tents. I know you had some prob
lems initially when the camp dwellers were afraid they would not 
be able to rebuild. 

Mr. HAMILTON. Are they being used for housing? 
Ms. FORD. My understanding i,3 that the tents in use are being 

used primarily for schools. Those that were supplied for housing 
are not being used for housing. In fact, what is being done is recon
struction of destroyed housing with cement. Cement is being sup
plied. 

Mr. HAMILTON. How many were sent over in terms of tents? 
Ms. FORD. About 10,000 tents. 
Mr. HAMILTON. How many are being used? 
Ms. FORD. I do not know. I can get that specific figure. 
Mr. HAMILTON. Half of them? 
Ms. FORD. I do not know. I was in a school tent. I was in a tent 

that was being used--
Mr. HAMILTON. One is being used. [Laughter.] 
Ms. FORD. That is for sure. [Laughter.] 
But I will supply it for the record. 
[The information follows:] 

UNRWA TENT PROGRAM IN SOUTH LEBANON 

UNRWA purchased 10,200 six-person tents in July 1982. These tents were intend-
Lebanon by October 1982;ed for use as refugee housing. They arrived in Southern 

however, refugees protested against the erection of tents as housing and destroyed 
40 units that were erected in Ayn AI-Hilwah camp. Following this demonstration, 
UNRWA stopped setting up tents as living quarters, and instead they supplied 10 
bags of cement, a tent if wanted, and cash grant of a few hundred dollars (depend
ing on family size) for building materials. 

In addition, donor governments and voluntary organizations contributed 3,500 
"marquee" and family tents in UNRWA for its emergency shelter program. Of the 

set up as classrooms and administrative200 "marquee" size tents, several were 
buildings. Fifteen of these larger tents are still in use as classrooms in Ayn Al

about 901students or threeHilwah Camp today. They are large enough to hold 
classes. 

It appears that tents are not acceptable by refugees as living quarters. There is no 
plan to set up any more in the immediate future. 

Mr. VELIOTES. Mr. Chairman, let me comment on that--
Mr. HAMILTON I do not know that that is the most important 

que: ':on we have discussed, but I-
Mr. VELIOTES. No, it is important. 
Mr. HAMILTON. I understand that we have sent a lot of tents over 

there. They were sent over there for the purpose of housing. They 
-re not being used for housing. Some few have gone up for schools 
and other general purpose uses, but by and large the sending of the 
tents has not been very effective. 

PURPOS' OF TENT PROGRAM 

Mr. VELIOTES. Well, the purpose in sending the tents was to 
mah - sure that tens of thousands of people were not living out in 
the elements during the wintertime. Since that decision was made 
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to send the tents, which I think was the right decision, other decisions were made by the Lebanese, by the Israelis, by the Palestinians themselves, which led to some reconstruction of dwellings on
the ground.

So they had more permanent housing. And that-if the tents arenot being used to full extent, it is because the need is not there.But we were responding to a very important need at the time. 
COMPLETION OF PHASE I OF THE MILITARY PROGRAM 

Mr. HAMILTON. Now, General, phase 1 of the military program isabout finished or is finished, is that right?
General GAST. It is in the process of being finished.Mr. HAMILTON. When will all the training be completed?General GAST. The training will continue. There has been a greatdeal of refresher training with assistance from the marines, usingIMET funds and we are providing a training team of some 28people within the next 30 days who will provide longer term moreintense cadre training. There will also be a personnel managementtraining team to train the Lebanese to handle the recruits that are

coming in.
I think that the training will be a continuing thing, however.Mr. HAMILTON. Was not phase 1 to go to March and then youwere supposed to be finished in March and then start phase 2?General GAST. That was the delivery of the equipment.Mr. HAMILTON. Only equipment, and that has been done?General GAST. Yes, that wi!l be finished in the next few weeks.The principal deliveries will be finished; some of it was harder toget and therefore it was delayed. But the majority of the equip

ment has been taken care of.
Mr. HAMILTON. So the phase I equipment phase will be con'plet

ed on schedule? 
General GAST. Yes.

Mr. HAMILTON. The training will run over?
General GAST. Yes. One of their problems is the units being bottled up in Beirut are. do toas they They not have much accesstraining areas. That is another reason they need to get out into the
countryside and back into the training areas 
up in the Bekaa. 

STATUS OF PHASE 2 

Mr. HAM I[.TON. Now, phase 2 is beginning even though phase 1 is
not finished.

General GAST. Phase 2 is on order. Those deliveries will beginin the summer as they recruit additional personnel to make a fifthbrigade operational and fill their reserve brigade to 100 percent.Mr. HAMILTON. And phase 2 is to be completed in February of
1984? 

General GAST. That is about the date, yes. And the funds that weare asking for now would be to place on order equipment meant for
delivery in 1984 as well. 

Mr. HAMILTON. Is there a phase 3?General GAST. That is phase 3. That is what we are speaking ofin the supplemental request. 
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RECONSTRUCTIONCAPABILITY OF LEBANESE GOVERNMENT TO MANAGE 

Mr. HAMILTON. OK. Now, is the Lebanese Govern:aent in your 
of undertaking, handling the reconstructionjudgment capable 

effort? 
Ms. FORD. I am t;- y, you are referring to the ESF-financed re

construction? 
Mr. HAMILTON. Yes. 
Ms. FORD. Yes, sir, without any equivocation. 
Mr. HAMILTON. They are going to be able to fund their side of the 

deal? 
Ms. FORD. I think that they will be able to support their side. 

When you say fund, it is not their economy that is the primary 
question. It is the question of the stability that directly needs to be 
spoken to. It is, I think-as we look at our funds as catalytic, that 
is the important part. 

Mr. HAMILTON. Well, are they not to put up 25 percent local 
funds for each activity we enter? 

Ms. FORD. They have said they will put up 25 percent of the total 
reconstruction costs as well as a significant portion of the local 

a concosts of ESF-financed projects. We do not have at this point 
that they will be able to support their part of the reconstruccern 

tion. 
Mr. HAMILTON. You think they will be able to? 
Ms. FORD. I think they will be able to, sir. 
Mr. HAMILTON. OK. And are you confident they will be able to 

provide the recurring costs to maintain the investments that we 
are making? 

Ms. FORD. You are referring to the water and sewage? 
Mr. HAMILTON. Yes, the operations and maintenance. 
Ms. FORD. The operation and maintenance costs. We feel that 

they will be able to provide the operation and maintenance costs. 
We are also, however, working closely with them to make certain 
that we provide them the technical and managerial support that 
they need. That is, part of our program proposes that we provide 
them funds so that they can indeed train their people, to make cer
tain that they have all the elements in place to run their oper
ations once they are reconstructed. 

GOVERNMENTSTEPS TO INCREASE REVENUE OF THE LEBANESE 

Mr. HAMILTON. Now, what moves is the Government taking to 
increase the revenues of the Government? 

Mr. VELIOTES. They just took over the ports of East Beirut. That 
is one important move. 

Ms. FORD. I think that it is also--
Mr. HAMILTON. Does the Government now have control of all of 

the income from the Beirut port? 
Mr. VELIOTES. I believe so, sir. We could check into this. 
Mr. HAMILTON. All right. Let us know, would you, please? 
[The information follows:] 

CUSTOMS REVENUES 

The Government of Lebanon is now collecting all of the customs duties from the 

entire port of Beirut. 
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Mr. HAMILTON. We are interested in the specific initiatives that

they have taken to capture revenue.
As usual, we will be submitting questions to you in writing.'
[The material follows:] 

REVENUE INITIATIVE 
The Government of Lebanon has taken steps to divert shipments from illegallyoperated ports in Lebanon to the port of Beirut so that customs duties can be applied and collected. In addition, it has recently taken steps to collect income taxesowed, but unpaid. It is also being provided technical assistance by the United StatesAgency for International Development (A.I.D.) United States tax experts, providedby A.I.D., have done analyses and provided recommendations concerning administrative changes in the compliance and assessment of income tax, a business registration tax, possible increases in the rate of the gasoline and lubricants tax, and other

excise taxes. 

Mr. IIAMILTON. Ms. Ford?
Ms. FORD. On the last part of the question, in terms of what theeconomic side does look like, for the record I can indicate that, one,the Lebanese pound is strong and it has appreciated or is appreci

ating 35 percent in the first half of 1982.Also cement production and oil refining, Lebanon's only heavyindustries, are functioning normally, and these industries are obvi
ously very important to reconstruction. 

WITHDRAWAL OF AUSTRALIAN TROOPS FROM THE SINAI 

Mr. HAMILTON. Mr. Secretary, one final question. The PrimeMinister-elect of Australia during the campaign said that he wasgoing to withdraw the Australian troops from the Sinai. Do you
have any information on that9 

Mr. VELIOTES. We have no information, sir, that this is a policydecision. Of course,. it would concern us if this were to be. But we are hopeful that this will not eventuate. 
Mr. HAMILTON. Thank you very much.
The subcommittee stands adjourned.
[Whereupon, at 12:30 p.m., the subcommittee was adjourned.] 



FOREIGN ASSISTANCE LEGISLATION FOR 
FISCAL YEARS 1984-85 

Jordan, Yemen, 	 Oman, and American Schools and 
Hospitals Abroad 

THURSDAY, MARCH 10, 1983 

HOUSE OF REPRESENTATIVES, 
COMMITTEE ON FOREIGN AFFAIRS,SUBCOMMITTEE ON EUROPE AND THE MIDDLE EAST, 

The subcommittee 	 Washington, D.C.met at 10:10 a.m., in room 2255, RayburnHouse Office Building, Hon. Lee H. Hamilton (chairman of the subcommittee) presiding.
Mr. HAMILTON. The meeting of the 	 subcommittee will come toorder.Today, the Subcommittee cn Europe and the Middle East continues its foreign assistance hearings with an examination of thefiscal year 1984 requests for Jordan, Yemen, Oman, and the American Schools and Hospitals Abroad program.The requests are as follows, and I won't go through all that, youknow what they are.Although no new money has been provided to Syria since 1979,the subcommittee today will ask for an update on ongoing projectsin that country.

We are happy to have with us todayDeputy 	 Mr. James A. Placke,Assistant Secretary of State for Near Eastern
Asian Affairs; Mr. Charles W. and South
Johnson, Director of the Office ofDevelopment and Planning, Agency for International Development;David A. Santos, Director of the American schools andabroad 	 hospitalsprogram; and Col. Homer D. McKalip, Chief, Near East/South Asia Division, Defense Security Assistance Agency, Department of Defense.Mr. Placke and Mr. Santos, I understand youstatements, and they will 	 have preparedbe entered in the record in full. I hopeyou will summarize those statements very briefly so we can get toquestions. 
Mr. Placke. 
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ASSISTANT SECRE-STATEMENT OF JAMES A. PLACKE, DEPUTY 
TARY, BUREAU OF NEAR EASTERN AND SOUTH ASIAN AFFAIRS, 

DEPARTMENT OF STATE 

Mr. PLACKE. Mr. Chairman, yes, I would like to submit that 

statement for the record. If I may, I will take just a few minutes to 

summarize. 
Thank you for this opportunity to appear in support of the ad

assistance forministration's request for funding levels for foreign 
these three countries. The purposes underlying these requests es

areas. One is to maintain the relationshipssentially fall into three 
of mutual trust and to strengthen the self confidence of these 

states as they seek to advance toward a stable peace in the region. 

Second, we intend by these fundings to strengthen our security 
of containing the encroachment of therelationships as a means 

Soviet Union and its client states in the region and especially to 

provide for and enhance the security of the gulf. 
Finally, we have the continuing purpose of contributing to the 

economic development of the region. 
The funding figures you have before you, Mr. Chairman, but in 

are seeking for these three countries are $35general the levels we 
million in economic support funds, $28 million in development as

million in forsistance, $3 million in title I Public Law 480, $160 
eign military sales guarantees, and $15 million for grant military 

well $3.6 million forassistance under the MAP program, as as 

IMET, international military education and training.
 

Very briefly, Mr. Chairman, the purpose that we would intend to 

serve by these proposed levels of funding are to enhance Jordan's 

security and economic well-being which we believe is essential for 

that country to have the internal strength and unity to face up to 

the very difficult challenges ahead as it considers full engagement 

in the peace process initiated by the President's statement of Sep

tember 1 and building on the Camp David agreements which un

derlie the President's initiative. 
toIn addition, our strong support is crucial to Jordan's ability 

to the security and stability ofcontinue to contribute more broadly 

the region.
 

one of the most strategically lo-With respect to Oman, which is 
on one side of the Straitcated Etates in the region, lying as it does 

of Hormuz, it is making a major contribution to our Southwest 
to mil-Asian security strategy by granting the United States access 

modest level f military anditary facilities there. By providing a 
economic assistance, we are demonstrating our preparedness to 

support the N..ry real security needs of Oman as it faces Iran across 

the gulf and the PDRY en its southern flank. 
With respect to the Yemen Arab Republic, which continues to be 

one of the poorest scates in the region, and indeed in the world, it 
on the other side of the Arabianin turn occupies a critical location 

peninsula at the Bab Al-Mandib entrance to the Red Sea. Our as

sistance to Yemen contributes an important incremeitt to its devel

opmental needs, and in cooperation with Saudi Arabia, we continue 

to make through Yemen an important contribution to our security 

interests in the Arabian peninsula. 
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That, I think, summarizes our purposes, Mr. Chairman, and Iwill leave the record there.
[Mr. Placke's prepared statement follows:] 

PREPARED STATEMENT OF JAMES A. PLACKE, DEPUTY ASSISTANT SECRETARY FOR NEAREAST AND SOUTH ASIAN AFFAIRS, DEPARTMENT OF STATE 

MR. CHAIRMAN. MEMBERS OF THE 
SUBCOMMITTEE:
 

I WELCOME THE OPPORTUNITY TO TESTIFY TODAY IN SUPPORT OF
 
THE ADMINISTRATION'S PROPOSALS 
FOR ECONOMIC AND SECURITY
 
ASSISTANCE TO JORDAN, OMAN AND THE YEMEN ARAB REPUBLIC FOR
 

FISCAL YEAR 1984.
 

WHILE OUR ASSISTANCE PROGRAMS ARE 
TAILORED TO EACH
 
COUNTRY'S NEEDS, THESE PROGRAMS ARE ELEMENTS OF THE BROA'-

REGIONAL 
STRATEGY WHICH THE ADMINISTRATION HAS DEVELOPED AND 
IS
 
CARRYING OUT. 
 IN EACH COUNTRY, OUR ASSISTANCE PROGRAMS ARE
 
INTENDED TO NURTURE BASIC RELATIONSHIPS OF MUTUAL 
INTEREST AND
 
TRUST AND TO ASSIST THEIR GOVERNMENTS IN STRENGTHENING THEIR
 
SECURITY AND PROMOTING THEIR ECONOMIC PROGRESS. 
 IN THE
 
PROCESS, WE WILL BE 
ADVANCING OuR OBJECTIVES OF PEACE, AND
 
SECURITY AND PROGRESS TOWARD REALIZATION OF THE ECONOMIC AND
 
SOCIAL ASPIRATIONS IN THIS 
STRATEGICALLY IMPORTANT PART OF THE
 



152
 

WORLD. THE FUNDING THAT WE ARE REQUESTING, DEVELOPED IN LIGHT
 

OF OUR OWN BUDGETARY STRINGENCIES, IS WHAT WE BELIEVE IS
 

ESSENTIAL TO PURSUE OUR REGIONAL POLICY AND TO PROGRESS TOWARD
 

THESE OBTECTIVES. SPECIFICALLY:
 

-- OUR ASSISTANCE IS IMPORTANT TO JORDAN'S SECURITY AND
 

ECONOMIC WELL-BEING. THE MAINTENANCE OF WHICH IS ESSENTIAL FOR
 

THAT COUNTRY TO HAVE THE INTERNAL STRENGTH TO ENTER THE PEACE
 

PROCESS AT THIS CRITICAL 7UNCTURE. IN ADDITION, OUR STRONG
 

SUPPORT IS CRUCIAL TO JORDAN'S ABILITY TO CONTINUE TO
 

CONTRIBUTE TO THE SECURITY AND STABILITY OF THE REGION.
 

-- OMAN. STRATEGICALLY LOCATED ON THE STRAIT OF HORMUZ, IS 

MAKING A MAIOR CONTRIBUTION TO OUR SOUTHWEST ASIAN SECURITY
 

POSTURE BY GRANTING THE U.S. ACCESS TO MILITARY FACILITIES. BY
 

PROVIDIhG MODEST MILITARY AND ECONOMIC ASSISTANCE, WE
 

DEMONSTRATE THAT WE ARE PREPARED TO SUPPORT THE VERY REAL
 

SECURITY NEEDS OF THIS COUNTRY. WHICH FACES IRAN ACROSS THE
 

STRAIT AND WHICH HAS A HISTORY OF PAST CONFLICT WITH
 

SOVIET-BACKED SOUTH YEMEN.
 

-- THE YEMEN ARAB REPUBLIC. THE POOREST NATION IN THE REGION, 

OCCUPIES A CRITICAL LOCATION ON THE SOUTHERN BORDER OF SAUDI
 

ARABIA AND AT THE BAB AL-MANDAB ENTRANCE TO THE RED SEA. OUR
 

ASSISTANCE TO YEMEN CONTRIBUTES AN IMPORTANT INCREMENT TO ITS
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DEVELOPMENT NEEDS AND, 
IN COOPERATION WITH SAUDI ARABIA, MAKES
 
A VITAL CONTRIBUTION TO ITS SECURITY AND 
THAT OF THE ARABIAN
 

PENINSULA GENERALLY.
 

THE UNITED 
STATES HAS A STRONG INTEREST IN THE STABILITY
 
AND ORIENTATION OF THESE COUNTRIES OVER THE PERIOD AHEAD. 
 OUR
 
CONTINUING SUPPORT TO HELP THEM FACE 
EXTERNAL AND IMTERNAL
 

CHALLENGES IS 
A MAJOR FACTOR IN ADVANCING OUR INTERESTS IN THE
 

REGION.
 

FOR JORDAN, THEREFORE, IN FISCAL YEAR 1984, WE ARE
 
REQUESTING $20 MILLION IN ECONOMIC SUPPORT FUNDS (ESF),
 
$115 MILLION IN FOREIGN MILITARY SALES GUARANTEES ,FMS) AND
 
$2 MILLION FOR INTERNATIONAL MILITARY EDUCATION AND 
TRAINING
 

(IMET). 
 UNDER THE FISCAL YEAR 1983 SUPPLEMENTAL REQUEST,
 
JORDAN WOULD RECEIVE AN ADDITIONAL $35 MILLION IN FMS. WHICH
 
BRINGS THE 
TOTAL FOR THAT CATEGORY IN FY 1983 TO $75 MILLION.
 

OUR CONTINUED SUPPORT FOR JORDAN IS CRUCIAL TO ITS ABILITY
 

TO REMAIN A VIABLE, MODERATE FACTOR IN THE 
REGION. WE MUST
 
ENCOURAGE THIS COUNTRY TO JOIN DIRECT PEACE NEGOTIATIONS WITH
 

ISRAEL BY 
ENSURING THAT JORDAN HAS CONFIDENCE IN ITS OWN
 
STRENGTH AND HAT SUPPORT FROM THE U.S. IS 
SUFFICIENT FOR THE
 

GOVERNMENT OF JORDAN TO ACCEPT THE HEIGHTENED 
RISK TO ITS
 
SECURITY WHICH ENTERING SUCH NEGOTIATIONS IS LIKELY TO ENTAIL.
 

18-551 O--Bi--12 
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WE MUST HELP ASSURE JORDAN'S ABILITY TO KEEP ITS BORDERS SECURE
 

AND TO CONTINUE ITS POLICY OF PRESERVING PEACE AI.ONG ITS
 

FRONTIER WITH ISRAEL. 
 IT IS IN OUR INTEREST TO ENCOURAGE
 

JORDAN TO CONTINUE TO BE AN EFFECTIVE REGIONAL SOURCE OF
 

MILITARY TRAINING AND ADVISORY ASSISTANCE.
 

JORDAN URGENTLY REQUIRES MORE MODERN ARMAMENT. ESPECIALLY
 

IN THE FACE OF THE SOVIET RESUPPLY OF HOSTILE SYRIA. FMS
 

FINANCING ASSISTS IN THE ACQUISITION OF MILITARY EQUIPMENT MOST
 

CRITICAL TO JORDAN'S LEGITIMATE SELF-DEFENSE. ANY ARMS REQUEST
 

FROM JORDAN WILL BE CONSIDERED CAREFULLY. CONGRESS WILL BE
 

CONSULTED AND HAVE AMPLE OPPORTUNITY TO REVIEW MAJOR ARMS SALES
 

DECISIONS. PRIORITY MATERIAL FOR WHICH THIS FUNDING IS
 

INTENDED INCLUDES AMMUNITION, ARMORED PERSONNEL CARRIERS.
 

COMMUNICATION EQUIPMENT, CHEMICAL 
PROTECTIVE EQUIPMENT, AND
 

SPARE PARTS.
 

IMET ENHANCES THE PROFESSIONAL CAPABILITY OF JORDAN'S ARMED
 

FORCES AND CONTRIBUTES TO THE GENERAL WESTERN ORIENTATION OF
 

JORDAN'S OFFICER CORPS. 
THIS FUNDING ALSO ASSURES THAT JORDAN
 

CAN CONTINUE ITS VALUABLE MILITARY TRAINING AND ADVISORY
 

ASSISTANCE 
ROLE IN THE REGION, A ROLE WE SEE AS GENERALLY
 

SUPPORTIVE OF U.S. INTERESTS.
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IN ADDITION TO SECURITY ASSISTANCE, THIS REQUEST PROVIDES
 

FOR CONTINUATION OF OUR LONG-STANDING SUPPORT OF JORDAN'S
 

ECONOMIC DEVELOPMENT. JORDAN'S ECONOMY IS 
HEAVILY DEPENDENT
 

UPON TRANSFER PAYMENTS IN THE FORM OF FOREIGN (PRIMARILY ARAB)
 

AID AND EXPATRIATE WORKER REMITTANCES. OUR ASSISTANCE HAS LONG
 

BEEN AN IMPORTANT SUPPLEMENT TO THESE RECEIPTS, BUT IT IS MORE
 

SIGNIFICANT NOW THAT THESE FLOWS ARE 
LIKELY TO BE ADVERSELY
 

AFFECTED BY THE REDUCED EARNINGS OF THE OIL EXPORTING COUNTRIES
 

OF THE GULF. ESF FUNDS WILL CONTINUE TO ASSIST IN THE
 

DEVELOPMENT OF WATER AND WASTE WATER SYSTEMS, 
JORDAN VALLEY
 

IRRIGATION PROJECTS AND 
HEALTH AND AGRICULTURAL PROGRAMS. THE
 

PROGRAM WILL ALSO EMPHASIZE INSTITUTION BUILDING THROUGH
 

MANAGEMENT TRAINING AND TECHNOLOGY TRANSFER.
 

FOR OMAN IN FISCAL YEAR 1984. WE ARE REQUESTING $15 MILLION
 

ESF, $45 MILLION IN FMS GUARANTEES AND $100,000 FOR IMET.
 

UNDER THE FY 1983 SUPPLEMENTAL REQUEST, OMAN WOULD RECEIVE $10
 

MILLION IN FMS FOR A TOTAL OF $40 MILLION IN THIS FISCAL YEAR.
 

OMAN HAS GIVEN VITAL SUPPORT TO U.S. INTERESTS IN THE
 

REGION BY ALLOWING ACCESS FOR OUR FORCES TO SPECIFIED PORTS AND
 

AIRFIELDS. THESE FACILITIES. WHICH WOULD BE CRUCIAL TO ANY
 

EFFORT TO CONFRONT AGGRESSION IN THE GULF, ARE NOW BEING
 

IMPROVED UNDER A MAJOR CONSTRUCTION PROGRAM. IT IS IMPORTANT
 

THAT OMAN'S ARMED FORCES BE MODERNIZED SO THAT THEY CAN
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CONTRIBUTE EVEN MORE EFFECTIVELY TO OMAN'S DEFENSE. MOREOVER,
 

OMAN HAS ACCEPTED RISKS AND CRITICISM BY ITS STEADFAST SUPPORT
 

OF THE CAMP DAVID PEACE PROCESS AND PARTICULARLY OF EGYPT'S
 

ROLE.
 

OMANI SECURITY NEEDS ARE REAL. OMAN SHARES A COMMON BORDER
 

WITH SOVIET-BACKED SOUTH YEMEN. 'HOUGH TENSION BETWEEN THE TWO
 

COUNTRIES HAS EASED. SOUTH YEMEN STILL REPRESENTS A SECURITY
 

THREAT TO THE SULTANTATE. IN ADDITION, POTENTIALLY HOSTILE
 

IRAN IS ONLY A FEW MILES DISTANT ACROSS THE STRAIT OF HORMUZ.
 

BY PROVIDING MODEST ASSISTANCE, WE CAN DEMUNSTRATE THAT WE ARE
 

COMMITTED TO A GROWING SECURITY RELATIONSHIP AS PART OF OUR
 

STRATEGY IN THE AREA.
 

OUR RELATIONSHIP WITH OMAN ALSO. RECOGNIZES THE RAPID
 

PROGRESS THIS COUNTRY HAS MADE DURING THE PAST DECADE IN
 

CREATING MODERN ECONOMIC AND SOCIAL INFRASTRUCTURE WHERE A
 

TRADITIONAL SOCIETY EXISTED BEFORE. OMAN H)S BEEN HELPED IN
 

THIS ENDEAVOR BY ITS OIL INCOME, BUT THESE RESOURCES ARE SMALL
 

BY THE STANDARDS OF THE REGION AND IN RELATION TO THE
 

DEVELOPMENT TASK IT IS FACING. THE COUNTRY HAS RECEIVED
 

SUBSTANTIAL ASSISTANCE FROM FRIENDLY COUNTRIES IN THIS
 

DIFFICULT TASK AND WILL RELY ON SIMILAR HELP IN THE FUTURE.
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IN AN EFFORT TO BROADEN OUR RELATIONSHIP WITH OMAN BEYOND
 

ITS SECURITY ASPECTS, THE U.S.-OMAN JOINT COMMISSION WAS
 
ESTABLISHED IN 1980 IN CONIUNCTION WITH THE FACILITIES 
ACCESS
 

AGREEMENT. WE PROVIDE $5 MILLION A YEAR 
IN ESF GRANTS TO FUND
 
THE OPERATION OF THE JOINT COMMISSION. FEASIBILITY AND DESIGN
 

STUDIES, TECHNICAL ASSISTANCE AND TRAINING. 
A $10 MILLION ESF
 
LOAN PROGRAM HAS THUS FAR CONCENTRATED ON WATER RESOURCES AND
 

IS PLANNED IN 
FISCAL 1984 FOR SCHOOL CONSTRUCTION.
 

FOR THE YEMEN ARAB REPUBLIC IN FISCAL YEAR 1984, WE ARE
 
REQUESTING $28 MILLION 
IN DEVELOPMENT ASSISTANCE. $3 
MILLION IN
 
PL-480 TITLE I, $15 MILLION IN GRANT MILITARY ASSISTANCE
 
PROGRAM' AND $1.5 MILLION IN IMET FOR FISCAL YEAR 
1984. OUR
 

FISCAL 
YEAR 1983 SUPPLEMENTAL ASKS $6 MILLION IN FMS GUARANTEES
 
FOR A TOTAL OF $10 MILLION, AND $4 MILLION MAP FOR A TOTAL OF
 
!;5MILLION IN FY 1983.
 

U.S. ECONOMIC AND SECURITY ASSISTANCE IN YEMEN IS PART OF
 
OUR EFFORT TO COUNTER THE SOVIET CHALLENGE IN THE MIDDLE EAST
 

AND TO CONFRONT THE CHALLENGE OF RADICAL 
FORCES IN TH REGION.
 

OUR SECURITY ASSISTANCE HELPS 
TO PROVIDE YEMEN WITH AN
 

ALTERNATIVE TO EXCLUSIVE RELIANCE ON THE SOVIET UNION FROM
 

WHICH YEMEN FOR A LONG PERIOD OBTAINED THE BULK OF ITS MILITARY
 

SUPPLIES.
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THE YAR SCORED A SERIES OF VICTORIES OVER MARXIST-LED
 

INSURGENTS LAST YEAR. CULMINATING IN A CEASEFIRE WHICH LEFT THE
 

ENJOYED SINCE
YAR GOVERNMENT IN THE MOST SECURE POSITION IT HAS 


THE OUTBREAK OF THE INSURGENCY. HOWEVER. THE THREAT OF
 

EXTERNALLY SPONSORED AGGRESSION OR SUBVERSION PERSISTS, AND THE
 

THREAT IS AGGRAVATED BY 
YEMEN'S PRESENTLY DETERIORATING
 

ECONOMIC CONDITION.
 

THE YAR IS UNABLE TO UTILIZE FMS FUNDS BECAUSE THESE WOULD
 

INCREASE ITS MEDIUM-TERM DEBT BURDEN. NEVERTHELESS. THE
 

COUNTRY HAS ESSENTIAL TRAINING REQUIREMENTS RELATED TO THE
 

1979-80 ARMS PURCHASE FINANCED BY SAUDI ARABIA. THESE
 

REQUIREMENTS CANNOT BE FULLY MET THROUGH OUR IMET PROGRAM. AND
 

WE ARE REQUESTING GRANT FUNDS IN FY 1984 IN RECOGNITION OF THE
 

YEMENI FINANCIAL STITUATION. THIS TRAINING CONTRIBUTES TO
 

YEMEN'S SECURITY AND LESSENS YEMEN'S DEPENDENCY ON SOVIET
 

MILITARY ASSISTANCE. THIs CONTINUES THE PROCESS OF ORIENTING
 

YEMEN TOWARD MODERATE ARAB STATES AND THE WEST. 
A PORTION OF
 

THE MAP FUNDS WILL ALSO BE UTILIZED FOR PURCHASE OF REQUIRED
 

SPARE PARTS AND AMMUNITION.
 

IT IS EQUALLY IMPORTANT THAT WE CONTRIBUTE TO YEMEN'S
 

EFFORT TO DEVELOP ITS HUMAN AND ECONOMIC RESOURCES. THE SEVERE
 

EARTHQUAKE LAST DECEMBER ADDED A NEW DIMENSION TO YEMEN'S
 

ALREADY TROUBLED ECONOMIC SITUATION. WHICH HAS EXPERIENCED
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DECLINING LEVELS OF FOREIGN AID AND REDUCED REMITTANCES FROM
 
WORKERS IN SAUDI ARABIA AND THE GULF STATES. 
 THE PROPOSED NEW
 
PL 480 TITLE I PROGRAM REPRESENTS A FURTHER MODEST BUT
 
RECOGNIZABLE EFFORT TO RESPOND TO 
(EMEN'S INCREASED ECONOMIC
 

NEED.
 

OUR DEVELOPMENT ASSISTANCE FUNDS WILL 
CONTINUE PROGRAMS
 
DESIGNED TO MEET BASIC HUMAN NEEDS IN EDUCATION, PRIMARY HEALTH
 

CARE, AND A MAJOR EFFORT IN THE AGRICULTURAL SECTOR AND 
RURAL
 
WATER SYSTEMS. 
WE ALSO INTEND TO INITIATE A MODEST FAMILY
 

PLANNING PROJECT. 
MANY OF THESE PROGRAMS ARE INTEGRATED WITH
 
EFFORTS OF OTHER DONORS WITH WHOM WE SEEK CLOSE COOPERATION TO
 
MAXIMIZE THE IMPACT OF THE LIMITED AID FUNDS.AVAILABLE. OUR
 

PROJECTS CONCENTRATE ON THE DEVELOPMENT OF HUMAN AND
 
ORGANIZATIONAL RESOURCES UPON WHICH THE YEMEN CAN BUILD 
ITS OWN
 

DEVELOPMENT PROGRAMS.
 

WE BELIEVE THAT OUR DEVELOPMENTAL AND ttILITARY ASSISTANCE
 
PROGRAMS CORRECTLY ADDRESS THE MOST PRESSING NEEDS OF THE 
YAR
 
IN A REALISTIC MANNER, AND REPRESENT THE MOST EFFECTIVE AND
 
EFFICIENT USE OF THE ASSISTANCE RESOURCES WE ARE PRESENTLY ABLE
 

TO PROVIDE.
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To CONCLUDE, MR. CHAIRMAN, WE ARE WORKING CLOSELY WITH THE
 

THREE COUNTRIES TO FOSTER COMMON
GOVERNMENTS OF EACH OF THESE 


OBJECTIVES OF PEACE, FREEDOM, SECURITY AND PROGRESS TOWARD
 

ECONOMIC ANP SOCIAL ASPIRATIONS. A CONTINUED ADEQUATE LEVEL OF
 

ECONOMIC AND SECURITY ASSISTANCE IS CRUCIAL TO OUR INTERESTS IN
 

WE WILL NOT HAVE PEACE !N THE MIDDLE
EACH OF THESE COUNTRIES. 


T DO NOT BACK OUR
EAST AND STABILITY IN S, HWEST ASIA IF WE 


HHETORIC WITH RESOURCES.
 

INCREASE IN FMS PROGRAM FOR JORDAN 

Mr. HAMILTON. Does anyone else have a statement, or are you 
ready to go? 

Let's start with the military assistance for Jordan. We have a big 
increase there. You are requesting $115 million for FMS for 1984, 
and that is a huge increase over the $40 million provided in 1983. I 
see you have a supplemental there, but even with the supplemen
tal of $35 million, you have got a big jump. 

So the first question, I guess, is "hy the increase? 
Mr. PLACKE. Mr. Chairman, going back a bit further in history, I 

sure you recall that this level of funding is substantially lessam 
than that which we had sustained through much of the 1970's until 

it declined to these present levels. 
I might note that the administration's request for fiscal year 

1983 was a total of $75 million, which accounts for the additional 
funding we are seeking through the supplemental appropriation. 

The increase that we are seeking for 1984 is indeed a substantial 
one. It is intended, in part, to address the accumulation of require
ments that we see in Jordan that have mounted over the past sev
eral years. 

This level of' funding is not for extraordinary new programs or 

for exotic weapon systems, but simply to maintain the Jordanian 
army and other military forces at an adequace state of prepared
ness and to engage in modest modernization of those forces. 

FMS INCREASE AS AN INDUCEMENT FOR JORDANIAN ENTRY INTO THE 

PEACE PROCESS 

Mr. HAMILTON. It is meant as an inducement for Jordan to enter 

the peace process? We are all awaiting the King's decision here. 

This isn't a little carrot, is it, to bring him into the peace process? 
Mr. PLACKE. Not in the direct sense, Mr. Chairman, no. Clearly 

of funding is not something that is going to influencethis level 
King Hussein's decision. The issues are far too fundLmental and 

aimportant for Jordan and, indeed, for the region to be affected by 

program of this magnitude or probably any level of funding one 

could reasonably foresee. 
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It is related to our eftu'ts to Hussein toencourage participate
openly and directly in the peace process in the sense that by doingso he certainly is going to accept a higher level of risk, particularlyvis-a-vis Syria and some of the other radical states in the region. Inorder to make that risk an acceptable one, we believe it is important to enhance Jordan's security by these means.

Mr. HAMILTON. So it is related to, but not linked, is that what it 
is? 

Mr. PLACKE. Yes, sir.
Mr. HAMILTON. Are we tying Jordan's access to some of these sophisticated weapons like the F-16 in any way to their participation

in the peace process?
Mr. PLACKE. No, sir. It is an open secret that Jordan is interestedin modernization of its air defenses and foresees a requirement foran advanced fighter aircraft as well as a ground-to-air missilesystem, but that is certainly not incorporated into this request.Indeed, we have no request from the Government of Jordan pending at this time. That is another issue that would be addressed

somewhere down tl'e road.
 
Clearly there is a political environment that surrounds these 
requests, and Jordan's position on the peace process and the level ofengagement that it seeks, we all recognize will influence that envi

ronment. 

FMS SUPPLEMENTAL FOR FISCAL YEAR 1983
 
Mr. HAMILTON. You have 
a $35 million request for FMS supple

mental for 1983.
 
Mr. PLACKE. Yes, sir.
 
Mr. HAMILTON. What is the purpose of that?

Mr. PLACRE. That is to further the purposes that we saw for 1983

in the administration's original request. The continuing resolutionlevel of funding is not adequate in our view to realize the purposesthat we recognize and supported in the 1983 program.
Mr. HAMILTON. Do you expect to get that $35 million?
 
Mr. PLACKE. We certainly hope to, sir.

Mr. HAMILTON. That is a little than
different the question


asked.
 
Mr. PLACKE. "Yes, sir, that is our expectation.
 

USE OF $115 MILLION FMS
 
Mr. HAMILTON. 
 What about the uses o this S115 million. Howmuch of it is going to be used for payn, ,nt on previous purchases

and how much of it is goinv into new purchases? 

STATEMENT OF COL. HOMER I. McKALIP. CHIEF, NEAR EAST/SOUTH ASIA DIVISION, OPERATIONS I)IRECTORATE. DEFENSESECURITY AS1 ISTANCE AGENCY. I)EPARTMENT OF DEFENSE
 
Colonel McKALIP. 
 Sir, the Jordan program has been treated,unlike some other countries in the region, notably Egypt andIsrael, as what we call a "fully funded country." This means thatthey can only place orders for the amount of those credits-we aretalking about credit purchases only and not cash-that they havebeen allocated. In other words, they will be able to place $115 mil

I 
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lion worth of new orders if and when they receive this level of 
credit. There is no so-called cash flow for Jordan. 

Mr. HAMILTON. Is any of this amount going to lo for the pur
chase of those F-16's or the Hawk missile? 

Colonel MCKALIP. There is no relation to a possible request for 
advanced aircraft. 

Mr. HAMILTON. If we get the additional request for the advanced 
aircraft, then does that mean that additional financing may be nec
essary to assist in that sale? 

Colonel MCKALIP. In all candor, sir, this amount would not un
derwrite the purchase of advanced aircraft because, as you are 
probably well aware, a couple of squadrons of F-16's are up into 
the billion dollar category. I am not suggesting that you are going 
to be confrcnted with a billion dollar request, but that is the sort of 
money you are talking about, so $115 million is not sufficient for 
an aircraft purchase. 

STATL. OF ARMS SALES FOR JORDAN 

Mr. HAMILTON. What is the status of this sale, anyway? We have 
been hearing for a long time about the Hawk missiles, the F-16', 
and other items, the Stinger missiles, where does that stand at the 
moment? 

Have they made a formal request for any of those items? 
Colonel MCKALIP. They have not to my knowledge. 
Maybe I should defer to Mr. Placke. 
Mr. HAMILTON. Where does all this stuff come from? You tell me 

that they have not made any request. We keep hearing about it. 
What is going on here? 

Mr. PLACKE. Well, sir, as I said earlier, it is an open secret that 
Jordan believes that its air defense systems are well below those of 
its potential adversaries. Looking at Syria, for example, the Syrian 
Air Force i,: vastly superior to that of Jordan. The Syrian air 
attack capabilities are a current threat to Jordan, and one that 
their present air defense systems would not be adequate to meet. 

The question is probably more one of timing. As I noted earlier, 
there is, as we all recognize, a political environment or a political 
context that surrounds these kinds of questions. The need for an 
enhanced air defens system for Jordan is pressing, but until we 
receive a request from the Jordanian Government, we don't have 
anything to deal with, and we are not in a position to address the 
question. 

Mr. HAMILTON. When do you anticipate getting the request? 
Mr. PLACKE. It is impossible to say, sir. 

LINKAGE BETWEEN SALE AND JORDANIAN ENTRY INTO THE PEACE 
PROCESS 

Mr. HAMILTON. Is it related to a settlement in Lebanon? 
Mr. PLACKE. No, sir. 
Mr. HAMILTON. A troop withdrawal? 
Mr. PLACKE. I thil. . it would be more in the course of decisions 

to be made by King Hussein in regard to his position on the Middle 
East peace process, recognizing that that certainly is an element in 
the environment in which that request will be received. 
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Mr. HAMILTON. Are you saying to us, then, if the King enters thepeace process, this administration is going to be receptive to a saleof these fancy things t' Jordan? 
Mr. PLACKE. I think, sir, in all candor that the administrationwould support a request from Jordan for improvement of its air defenses whatever policies Jordan pursues so long as they are compatible with our general interests in the Middle East. With respect

to Middle East peace, it is--
Mr. HAMILTON. How could it be compatible if they don't join the 

peace process?
Mr. PLACKE. I think, sir, so long as Jordan maintains its presentposture of contributing to the general stability of the region-andit has done so, I think, in really dramatic ways for a sustained 

period of time.
Mr. HAMILTON. So you think the administration will entertain favorably a request for F-16's, the Hawk missiles, and the Stingermissiles, and so forth, whether or not the King enters the peace

process?
Mr. PLACKE. ! could not predict with that level of precision, but Ithink we would certainly examine very carefully and take a sympathetic approach toward Jordan'j request. It would depend uponthe size and the content of that request as to what the final deter

mination would be. 
Mr. HAMILTON. Mr. Winn. 

SOVIET MILITARY ADVISORS IN JORDAN 

Mr. WINN. Thank you, Mr. Chairman.
Mr. Placke, I want to follow part of the same line of questioning 

as the chairman.
First, I wonder how many Soviet military advisoi,, are there inJordan, and what are they doing there?

Maybe, Colonel, you would have that information.

Mr. PLACKE. I will have to defer to Defense to come up with a

number for that. 

JORDANIAN ENTRY INTO THE PEACE PROCESS 
Mr. WI'NN. While he is looking for that, let me pursue the political line a little bit on the sale to Jordan of whatever hasn't beenrequested but widely talked about in the press.

The fact is that we all realize that Jordan is a key factor in the
President's proposal for Middle East peace made on September 1,but to this point Hussein has not entered the peace process. If mymemory serves me correctly, at one time he said something aboutMarch I being an important date, and the last I heard he said

something about the month of March.
Why do you think, from a political standpoint, he has not made up his mind? What is the problem? Why has Jordan not entered

into the peace process?
Mr. PLACKE. In responding to that question, I think it is necesaryto take a Ic, k at what has happened since the President's state

ment of Septc nber 1.
First you had the meeting of the Arab heads of state at Fezwhich took a favorable view of the President's initiative. It didn't 
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fully accept it, as one would hardly have expected them to do so
not all elements of it are in accord with the Arab view, just as not 
all elements are in accord with the Israeli view. It was, after all, an 
American position and not intended to assert the interests of either 
side. 

In that context, Hussein, who is the fulcrum at this point, needs 
to have a sufficient degree of consensus and support from the rest 
of the Arab world, and espc.'ially from the more moderate ele
ments of the Arab world, to credibly enter the process as a negotia
tor in association with non-PLO Palestinians. 

I understand, via a broadcast from Radio Amman, and that is my 
only source, that King Hussein and Yassir Arafat met in New 
Dehli in the context of the nonalined summit yesterday. One can 
assume that this was very much a feature of their meeting. They 
have had, as you are well aware, I am sure, a series of meetings 
over the past several months leading to understandings between 
the Palestinian leadership, both PLO and non-PLO, as o a view on 
Jordan engaging more directly in the process. 

Mr. WINN. Do you have any idea from the discussions or from 
reliable sources that we hear about frequently, how much addition
al time Hussein is willing to give to the President's peace proposal? 

Mr. PLACKE. I think it is quite clear to everyone who is interest
ed in the process that the clock is running and time is running out 
at a substantial rate. I think that is what underlies King Hussein's 
comments, and I recall also his mention first of March 1, I think 
one would have to look upon that as a bit of hyperbole, but clearly 
the spring is a key point. Whether it is in the month of March or 
whether it slips over into April, it is difficult to be that precise. We 
are at a point where further delay will remove the possibility of 
some of the choices. 

JORDAN'S ATTITUDE TOWARD CAMP DAVID 

Mr. WINN. What is Jordan's attitude today toward the Camp 
David Accord? 

Mr. PLACKE. Jordan, of course, did not enter into the Camp 
David process. What it is being invited to do now and the decision 
now confronting King Hussein, is whether to enter into what I 
think could be termed phase two of the process. The President's 
statement of September 1 builds on Camp David. It extends it and 
it is intended to broaden the process to address, in a more complete 
way than was possible in the bilateral treaty between Israel and 
Egypt, the totality of the Palestinian issue. 

SOVIET MILITARY ADVISERS IN JORDAN 

Mr. WINN. Colonel, did you get those figures that I asked about? 
How many Soviet advisers are there in Jordan and what they are 
doing there? 

Colonel McKALIP. I confirmed my understanding by looking at 
my statistics, and there are no Soviet advisers in Jordan at this 
time. I have to qualify that because I am sure you are aware that 
some months ago Jordan was reported to have entered into an 

Union to provide certain air defenseagreement with the Soviet 
missile equipment. 
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To my knowledge this has not been delivered yet, but obviously,when it is delivered, there will have to be some sort of technicalsupport as this is absorbed by the Jordanian forces. This would certainly bring into the country Soviet personnel, call thiem advisers,

call them technicians, the label is open to debate.

We have expressed our concern 
about this, at least through Defense channels, and our counterparts have been very loud in assuring us that this is a onetin compartmentalized project and thatthey certainly have no int-ntion of establishing a broad-ranged advisory relationship such ai we have enjoyed between our two coun

tries in the past and now enjoy.
Mr. WINN. Doesn't the p.esence of the Soviet military advisers,or whatever they are going to be called, in Jordan enhance the riskof the security of the b.S. military equipment in Jordan's inventory, and wouldn't this place in risk the security of the F-16 if wesold them to them? It looks like we are a little ;nconsistent.
Colonel MCKALIP. I don't think so, sir. I think that this argumentcan be made but it must be overemphasized. We also have confidence, particularly in the case of the Kingdom of Jordan, in theirability to provide adequate security for these various systems and

to guard against the mixing which you suggest.
I would observe, having spent some time in Jordan, that they dohave an especially competent military establishment. We have noreason to believe at this time that they would not be able to provide adequate security. I would also add that the ability to providethe security would be one of the considerations that we would examine if we were requested to make such a sale. 

LACK OF CONGRESSIONAL SUPPORT FOR SALE TO JORDAN 
Mr. WINN. What I am saying, and this is my last question, Mr.Chairman, or statement, I doubt very much that there are thevotes in Congress to support a sale of the I-Hawk, or the F5-G, orthe F-16 even. I am trying in my own mind to say that it looks to me like we are taking on ananother divisive military sale and

other ugly fight similar to the AWACS battle.
I think that possibly rather than come up here with any morerequest for contrnversial arms sales, that the administration would

do better to expand its energies on the peace processes.
Mr. PLACKE. If I could m. .ond to that, Congressman Winn.
 
Mr. WINN. Certainly.

Mr. PLACKE. I think we have to be careful to make a distinction

between the request that the administration is proposing here,which is for modernization of largely ground forces and does notaddress this larger., more far-reaching and much more expensivequestion of modernizing Jordan's air defense systems and gettinginto a new air superiority fighter and so on. That is a question thatwe have not yet had to address, and it is dficult to predict when
and in what form that might occur.

So far as the Soviet adviser issue that you raise, the technicians or whatever the appropriate term might be, it is my understandingthat Jordan military personnel have gone to the Soviet Union to be
trained on that system. 
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The system, as you will recall, was purchased because Jordan's 
assessment of its air defense requirements and our inability to re
spond to them in a way that was generally judged by military ex
perts on both sides to be fully effective. They turned to the Soviets, 
therefore, as a second choice, perhaps as a choice of last resort. 

Be that it as it may, the training that the Jordanian officers and 
NCO's receive in the Soviet Union, combined with relatively short
term and compartmentalized assistance in training on site, as it 
were, by the Soviet advisers yet to arrive in Jordan, altogether 
means a relatively short term, discrete, and contained program, 
certainly nothing near the scope of the assistance relationship that 
has existed bilaterally between us over such a long period of time. 

I think it is entirely feasible to monitor that program to see that 
this is in fact " 2 course that it takes, and to be fully aware of 
whatever risks there might be, which at the moment we think are 
minimal, to the integrity and security of our military systems. 

It is a serious question that you raise. I think the answer is that 
the degree of likelihood that the Soviets can get into a position to 
seriously prejudice our interest in maintaining our security and 
militarv technology is a low risk at this point. 

Mr. WINN. I disagree with you. It looks to me like they are the 
12th man ii the huddle 

Mr. HAMILTON. Mr. Lantos. 

BAGHDAD CONFERENCE ASSISTANCE TO JORDAN 

Mr. LANTOS. Thank you, Mr. Chairman. 
I must say that I fully agree with my distinguished colleague 

from Kansas. 
I would i.ke to change the line of questioning, if I may. 
What is the amount of aid Jordan is receiving from other Arab 

countries, both economic and military? Please don't tell me that 
you don't know, and don't tell me that you will give it to us 3 
weeks later when w( will all forget about it. 

STATEMENT OF CHARLES W. JOHNSON, I)IRECTOR. OFFICE OF 
DEVELOPMENT PLANNING, BUREAU FOR NEAR EAST, AGENCY 
FOR INTERNATIONAL I)EVELOPMENT 
M,. JOHNSON. Under the Baghdad Agreement, Jordan was sched

uled to receive something on the order of $1.2 billion per year. 
Mr. LANTOS. That Baghdad Agreement was made when? 
Mr. JOHNSON. In 1978, sir. 
Mr. LANTOS. Jordan was promised $1.2 billion per annum? 
Mr. JOHNSON. That is correct, sir. 
Mr. LANTOS. What has been the performance thus far? 
Mr. JOHNSON. In the last year--
Mr. LANTOS. Can we have it year by year; what happened in 1979 

and then 1980, 1981, and 1982? 
Mr. JOHNSON. I am sorry, I cannot provide those numbers year 

by year. I could. I think, make an estimate for the record. 
[The information follows:] 
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JORDAN-BAGHDAD CONFERENCE ASSISTANCE 
While pledges made to Jordan by individual Baghdad Conference participantswere made as a part of a confidential agreement and while we do not have precisefigures as to the specific amounts that were provided by the Arab donors, we estimate tht Jordan has received the following amounts of aid from the conference participants: 1979, $990 million; 1980, $1,110 million; 1981, $1,100 million; 1982, $900

million. 
I think in terms of trends, what is happening is that there arequestions about both the timing and the amounts of those aidpledges. The Jordanian expectation seems to be that the total 

amount will be--
Mr. LANTOS. Let's not deal with expectations. Let's deal with thelast 4 years. A commitment was made to provide Jordan $1.2 billion per annum. Four years have transpired. Please give me yourbest judgment as how much aid wasto given in each of those 4 

years, or over the 4-year period.
Mr. JOHNSON. I am sorry, I do not have the precise figure. It has

been less, definitely less than the $1.2 billion. 
Mr. LANTOS. Half?
 
Mr. JOHNSON. More than half.
 
Mr. LANTOS. Three-quarters?
 
Mr. JOHNSON. On that order.
Mr. LANTOS. So Jordan has been receiving aid at an annual rate

of about $900 million to $1 billion. 
Mr. JOHNSON. Yes. 
Mr. LANTOS. How is that broken down between economic and

military assistance? 
Mr. JOHNSON. I do not know the answer.
Mr. PLACKE. I don't think, sir, that there is that kind of breakdown. I think the transfers have just been financial transfers,

budgetary support, if you will.
Mr. LANTOS. How has Jordan used that budgetary support?
Mr. PLACKE. As you know, funding if fungible, and it would be, Ithink, impossible to trace through exactly how it was used. 

JORDANIAN MILITARY EXPENDITURES 
Mr. LANTOS. How much has Jordan spent in the last 4 years on 

its military?
Mr. PLACKE. I don't have that figure at hand, sir, we will make 

our best efforts to get it for you.I 

JORDANIAN INVOLVEMENT IN IRAN-IRAQ WAR 
Mr. LANTOS. It is very disappointing to see this degree of eitherunpreparedness or unwillingness to respond to questions.
I wonder if you could give us an indication of the extent of Jordanian involvement in the Iran/Iraq war- numbers of troops, nmbers of airciaft, and what is or was the nature of that involvement.
Mr. PLACKE. To the best of my information, sir, as you are wellaware, there is a close relationship between Iraq and Jordan at thepresent time, but there noare Jordanian troops, that is regulararmy troops, from Jordan in Iraq. I wouldn't exclude the possibility 

'The information was provided on a classified basis and is retained in subcommittee files. 
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that there may be Jordanians who have been recruited by Iraq to 
serve in a technical capacity or in some auxiliary way, but there 
are no Jordan army units engaged in those hostilities. 

Mr. LANTOS. What then is the nature of the Jordanian involve
ment in the Iran/Iraq war? 

Mr. PLACKE. I think that it is much more of a political engage
ment rather than a direct military engagement. Jordan is one of 
Iraq's supporters in that conflict. 

SAUDI INFLUENCE ON JORDAN VIS-A-VIS THE PEACE PROCESS 

Mr. LANTOS. Is it the impression of the Department that Saudi 
Arabia has had an impact on the hesitancy of the King to enter 
into the negotiating process? 

Mr. PLACKE. Hesitancy, no, I don't think so, sir. I think the Saudi 
role is clearly an important one. 

Mr. LANTOS. How would you characterize that role? 
Mr. PLACKE. Saudi Arabia has been one of the financial support

ers of Jordan in the course of the last several years. King Hussein, 
in addition to looking toward us for a degree of assurance about 
our support for Jordan's security and territorial integrity, would I 
think of necessity, look to Saudi Arabia and other states of the gulf 
to maintain the level of economic support that we have been dis
cussing. 

JORDANIAN TRADE EMBARGO ON LEBANON 

Mr. LANTOS. Jordan has placed an embargo on trade with Leba
non. What is our view of that embargo? 

Mr. PLACKE. I wasn't aware that Jordan had done that, sir. 
Mr. LANTOS. You are not aware of Jordan having done that? 
Mr. PLACKE. No, sir. 
Mr. LANTOS. Are you suggesting that they have not or that you 

are not aware of it? 
Mr. PLACKE. I am saying that I am not aware of it. To the best of 

my knowledge, they have not. 

JORDANIAN CONDITION" TO ENTER THE PEACE NEGOTIATIONS 

Mr. LANTOS. On February 24, the Jordanian Foreign Minister 
outlined the conditions that Jordan expects to be fulfilled before 
they enter peace negotiations, and one of those conditions relates 
to the termination of settlement activity. 

Since under the present Israeli Government that seems totally 
unlikely, do you expect the Jordanians to change their so-called 

or will this be used as an excuse for not entering intoconditions, 
the negotiations? 

Mr. PLACKE. I can't predict what decision King Hussein may 
take, or the terms in which he may couch it. Clea: ly the settle
ments question is an extremely important and sensitive one, that 

onwas recognized by the President in the context of his statement 
September I when he identified that as alt action that woiild con
tribute to advancinm toward the objective of a peace negotiation. 

It is really diffI-t: It to say how Jordan will treat that issue. I 
think it is quite legitimate and we expect that that is going to be 
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something that Hussein will certainly have 
on his mind and maywell incorporate into the position he u..timately adopts, but what itwill be I would not be able to say. 

MILITARY THREATS TO JORDAN 
Mr. LANTOS. My final question, Mr. Chairman, relates to military

threats to Jordan.
What is our appraisal of the military threat to Jordan at 

present?

Mr. PLACKE. I think at present the most serious military threat 

to Jordan is posed by Syria.

Mr. LANTOS. 
 What are the other threats?
Mr. PLACKE. The Middle East is a peculiar place, as I am sure 

you are aware, Mr. Congressman.

Mr. LANTOS. I understand that.

Mr. PLACKE. There have been times in the not too distant pastwhen even Iraq and Jordan have had problems.
Mr. LANTOS. Would you list Iraq as a military threat to Jordan 

at present? 
Mr. PLACKE. No, sir, not at present.
Mr. LANTOS. What other country would you now list as a military threat to Jordan, other than Syria?
Mr. PLACKE. I think I would limit it to Syria, sir.
Mr. LANTOS. Are you suggesting that Syria is the only military

threat to Jordan at present?

Mr. PLACKE. In the present political context, yes, sir.

Mr. LANTOS. Are you, therefore, suggesting that Israel does notrepresent a military threat to Jordan at present?
Mr. PLACICE. As long as the present environment obtains alongthe border. I think both sides have attempted with success for some years to maintain a peaceful border between them.
Mr. LANTOS. By environment, you mean Jordan's attempt to prevent terrorists from invading Israel from Jordanian territory? 
Mr. PLACKE. Yes, sir. 
Mr. LANTOS. What you are suggesting, therefore, is that as longas the Jordanian Government succeeds in preventing terrorist attacks against Israel, Israel will continue to represent no military


threat to Jordan; is that your statement?
 
Mr. PLACKE. I would say that that is the practical outcome ofwhat the circumstances of the last several years have been, yes, sir.
Mr. LANTOS. Thank you, Mr. Chairman.
 
Mr. HAMILTON. Mr. Zschau.
 
Mr. ZSCHAU. 
 Thank you, Mr. Chairman. With your permission, Iwill yield part of my time to my colleague from Michigan who hasanother hearing going on but ha- one question he would like to 

ask.
 
Mr. HAMILTON. Certainly.

Mr. SIL.ANDER. Thank you.

My question is a followup on Congressman Lantos question regarding prceived threats. i have garnered from the media that thetwo main, threats would be between Israel and Syria, and Israeland Jordan. In the process of .elling F-16's, Hawks, and other suchmilitary equipment, would we not be undercutting one country 

IS-.5,1
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that we have been supporting by the very sale and updating and 

modernization of the military for Jordan when they clearly per

ceive Israel as one of their threats. It seems that we are supporting 
is that not an accurate asone end and pulling from the other, or 

sessment. 
It seems that if Jordan perceives Israel as a threat, then who are 

we favoring by updating, modernizing, and helping their military? 

It seems that we are playing some sort of military game or political 

game. 
to do with it. It isMr. PLACKE. Certainly politics has something 

not possible to sustain a comprehensive regional policy, particular

ly one directed toward accomplishment of a peaceful environment 

in that region, and put all of your efforts only on one side, that is 

to give total support to Israel without considering the requirements 

of the other states of the region. 
I think that it is that kind of balance and recognition of Jordan's 

broader regional role that really is involved here'. Jordan under no 

conceivable circumstance that we can toresee ac this point would 

constitute a serious military threat to Israel. 
Quite clearly, as long as there is a peaceful environment, without 

with the arrangements that we arethe formalities that go along 
seeking to arrive at, Israel is not a military threat to Jordan. It 

certainly has the capability of posing an overwhelming threat to 

Jordan, should it choose to do so, but without provocation or moti

vation, we would 	not expect that to happen. 
that weI think the contrast that you are posing there is not one 

would subscribe to. It is quite possible to address the security inter

ests of both of those parties without putting them in conflict.
 

Mr. SIMANDER. Thank - ou for yielding.
 

INTO THE PEACEU.S. 	ACTIONS TO ENCOURAGE JORDANIAN ENTRY 


PROCESS
 

Mr. ZSCHAU. Mr. 	Placke, I think everyone agrees that King Hus
in the peace process is a fundamental prerequisein's participation 

site for moving the process ahead. You also testified earlier that 

gaining support from the other Arab factions was critical to his 
a credible negotiator. You also tesstepping forward 	and serving as 

tified that this aid proposal was not directed toward encouraging 

him to do so, but it would help Iay some of the costs that might be 

related to his doing so. It wasn't r.,cessarily the carrot, if you will. 

are there actions that the Congress or the admin-My question is, 
or should ba taking that would encourageistration could be taking 

King Hussein to entr the peace process? 
Mr. PLACKE. At this time, I think, oar principal focus is on this 

security assistance and economic deveiapment package, that is 

where we would put our principal emphasis. Be. ond that, however, 

is really the point of your 	question, we have ourand this perhaps 
dialog with each 	of' the states in the region, and we view it as own 

extremely important to encourage King tiussein by every means to 

the process. We are addressing that question with the otherenter 

states of the region.
 

those other means'?
Mr. ZSCHAU. My question was, what are 
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Mr. PLACKE. The moderate Arab camp in general has to providethe degree of sanction and support within the Arab camp that Hussein is going to need in order to be a viable negotiator. It is thoseterms that we are addressing with other Arab states, particularly

the moderates.
 
Mr. ZSCHAU. 
 Does this mean that there are either aid proposalsor certain other actions directed toward those other states that areimportant. Should we be expanding our vision past just Jordanwhen we are trying to encourage King Hussein to enter the proc

ess? 
Mr. PLACKE. Not in all cases anis it aid relationship. For exampie, with Saudi Arabia, we certainly have a far-reaching securityrelationship. but it is not dependent on assistance from our side.The Saudis have an important supporting role to play in this, andit is a feature o' our dialog with them, and an effort on our part toencourage them and to collaborate with them to provide the sup

port for Jordan that the King is going to need. 

SENATE RESOLUTION ON ARMS SALES TO JORDAN
 
Mr. ZSCHALt. 
 Last month a majority of senators cosponsored aresolution saying, roughly, that until King Hussein entered thepeace process and ceased the purchase of' Soviet wearms, shouldnot sell any advanced weapons to Jordan. You have said, they havenot requested those weapons, but this perhaps was in anticipation

of a request.
Do you feel that that kind of action is helpful in motivating KingHussein to enter- the peace process, or do you feel that that might

be counterproductive?
Mr. PLACKE. With due regard to that document, I think I wouldhave down onto come the side of' it being counterproductive forthis reason: just as the conflict between the Arab States and Israelhas a very long history, there is a long history of' failed efforts bythe United States, and i: deed others, to bring about a resolution of
 

that conflict.
 
When the Pesident made his announcement on September 1
and laid out an American 
design or American principles for settlement, he did so mindful of' the hi tory that lies behind it. It hasnever been atdone that levei :)v any American administration


before, so it was a very substantial commitment.
 
What I am saying is that 
 in liQht of' the history of' the last 35years, it is not surprising thai there is certaina reservation abouthow sustained an American initiative can be. I think that all of thestates of the region are well aware that theie ore three equalbranches to this Government and that they can look at this issuequite differently. But to the extent that there are questions raisedwhich can cause doubts to exist. or encourage doubts, about theability of the administration to maintain a coherect policy line onthis critical is:ue, I think that is not constru-tive.
Mr. ZSCHAU. As a final question, I would j ist like to ask, are yousuggesting that since the tirmetable for King Hussein's decisionseems to be so near, N,uwere talking about the month of March,would you advise the Congress that we should avoid any actions at 
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this time and allow the King to make his decision without the 
benefit of such carrots or sticks? 

Mr. PLACKE. If a benign political environment could prevail, I 

think that would certainly be helpful at this juncture. 
Mr. ZSCHAU. Thank you, Mr. Chairman. 
Mr. HAMILTON. Mr. Levine. 

ROLE IN THE PEACE PROCESSKING HUSSEIN'S 

Mr. LEVINE. Thank you, Mr. Chairman. 
some of the questionsMr. Secretary, I would like to pick up on 

that are related to those that my distinguished colleague from Cali

fornia was just asking with regard to Hussein and the peace proc

ess, particularly in light of your leference to the history of the past 
35 years. 

a difficultAs I read that history froin the past 35 years, I have 
time seeing much differerice in the recent past, with King Hussein 
initially saying that there was a particular date on which he will 

be responding, and then he said March 1, and then it was the 

month of March. I heard you say for the first time within the past 

few minutes that it may not be March but sometime in the spring. 
us think that he is going to respond any differentlyWhat makes 

as he has timethan he has : the past 35 years, and reject peace 
seeand time again. He continues to reject this date. I don't any

thing that leads me to conclude that he will ever come to the peace 
if he does that he will ever do it without putting suchtable, or 

onerous conditions upon his being at the peace table as to make his 

appearance there moot. 
What is new? 

new. Since the President's statementMr. PLACKE. I think this is 
of September 1, King Hussein has publicly and unequivocally rec
ognized the legitimacy of the State of Israel, its right to exist in 

peace and security, and claiming the same right for himself and his 
kingdom. 

I think it is that imperative that is driving Hussein into tle 
peace process. I think he sees the fate of Jordan directly associated 
with the outcome of this issue. As long as the Palestinian question 
remains unresolved, there is a basic challenge to the security of 
Jordan.
 

of us, is not getting any younger, IKing Hussein, like the rest 
think he would like to see the future of Jordan, tl-e future of his 

rchy, as assured as is possible in the course of human affairs.mon 
Clearly a critical element is resolving the Palestinian question, and 
that requires peace between Israel and its Arab neighbors. 

Mr. LEVINE. Does the administration view the September 1 ini
or as atiative of President Reagan as consistent with Camp David 


part of the Camp David framework?
 
Mr. PLACKE. Very definitely, sir. The President's initiative on 

September 1 is in no way inconsistent with Camp David and really 

builds upon that fundamental foundation. The peace treaty be-
Israel is the basis for the President's initiative.tween Egypt and 

So this is a part of the Camp David process?Mr. LEVINE. 

Mr. PLACKE. Yes, sir.
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Mr. LEVINE. Does King Hussein feel any differently about theCamp David process than he historically has? As I understand it,his consistent position with regard to Camp David has been com
plete rejection.

Mr. PLACKE. Words have a magic of their own, particularly inthe Middle East. When or- says, "Camp David," you conjure up abit of history that Hussein did not associate himself with, you arequite right. I think it is possible to accomplish the same purposewithout necessarily putting a label on it.Mr. LEVINE. I guess you will have to use words and we will haveto try and figure out what their meaning is.It seems to me that either the September 1 initiative of PresidentReagan is not consistent with Camp David and therefore givesKing Hussein a different vehicle from Camp David with which toassociate himself; or it is consistent with Camp David, and KingHussein continues to oppose Camp David and therefore will notsupport the initiative; or it is inconsistent with Camp David andtherefore gives Kiing Hussein the opportunity to pursue a different peace process. I don't see how we can have it all ways.Mr. PLACKE. Could I suggest another alternative formulation to
the ones that you have posed.The September 1 statement by the President is entirely consistent with, and builds upon, the Camp David process. It incorporatesand assumes the same principles, the fundamental one, of course,being a tradeoff between peace and security on the one hand, and
territory on the other.

That is the underlying principle in U.N. Resolutions 242 and 338which was intended to give effect to 242, to the Camp David principles and the process that flowed from them continuing right onthrough the President's September 1 statement.
If you will, I think ve can have the Camp David process without

having to put a label on it.

Mr. LEVINE. 
 I don't want to spend the entire time quibbling overthe semantics, but I do think that while you are very artfully interpreting a process in a very flexible fashion, I think that there is aninconsistency somewhere. Either September 1 is consistent withCamp David and if so Hussein has got to make a choice as towhether he wants to associate himself with Camp David, or it isnot consistent with Camp David and gives King Hussein a different
vehicle for making a judgment with regard to peace in the Middle
 

East.

I very much hope that King Hussein will change his politicalview. I hope fnat he will decide to participate in this process. Ihaven't thus far seen the type of evidence that causes me to havethe same optimism that you and the other members of the administration have. I am curious as to whether Camp David is a relevantpart of it or not, and that is one of the reasons that I raised that

question.
Mr. PLACKE. I think the principles are clearly relevant, and Hussein has explicitly accepted U.N. Resolution 2,12. He has explicitlyaccepted Israel's right to exist. He has explicitly put forward aspart of the policy of' his nation the tradeoff of sect, ity for territory.He has not said, yes, I accept the Camp David process, and I amnot sure that it is possible to anticipate that he will do that. I am 
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not sure that it is even important that he use that formulation. I 
think we can get. to the same place without it. 

PURPOSE OF JORDAN'S ACQUISITION OF SOVIET MILITARY EQUIPMENT 

Let me move to one other area. What is the purpose,Mr. LEVINE. 
in your opinion, in the eyes of Jordan of obtaining Soviet equip
ment and Soviet military assistance at this time? 

Mr. PLACKE. To recall that bit of history as best I can, Jordan's 
assessment, and one which I think our own military largely share, 
is that there is a pressing need for a vastly modernized and im
proved air defense. 

Mr. LEVINE. Their defense against whom? 
Mr. PLACKE. Their defer'e against, at this point, as we discussed 

earlier, Syria constituting the principal threat. 
Mr. LEVINE. Let me just interrupt you at this point. Why would 

the Soviet Union have an interest in giving Jordan assistance in 
improving its defense against Syria? 

Mr. PLACKE. It is not unique certainly in Soviet policy to come 
down on both sides of a conflict. They have done it again in the 

done it with respect toIran/Iraq affair, for example. They have 
North and South Yemen. There they are supplying arms heavily to 
both sides, and you have Soviet tanks shooting at each other, and 
so forth. So that is not uncharacteristic of Soviet policy. 

Why Jordan? I think the history of our own relationship with 
Jordan suggests at least part of the answer. Jordan and the United 
States have enjoyed a close and, I believe, quite productive security 
relationship contributing to stability throughout the region, and 
taking it outside of the context of just the states on its immediate 
borders, but looking toward the gulf, the role that it played earlier 
in the Oman war, the advisers that it has made available to North 
Yemen, and so on. The Jordanian Army is a highly skilled, I think 
by all military judgments, fighting force-one of the best in the 
regioi,-we benefit from its availability for security purposes that 
are consistent with our objectives. 

This has been a very productive relationship over a long period 
of time. If an opportunity arises where the Soviets can insert them
selves into that relat;onship, perhaps with the longer term hope of 
detracting from it or disrupting it in some way, clearly they would 
conceix'c that to be clearly in line with their i,iterest. 

U.S. CONCERNS OVER JORDANIAN PURCHASE OF SOVIET EQUIPMENT 

Mr. LEVINL. Do we do anything to discourage the Jordanians 
from seeking military assistance from the Soviet Union? 

Yes, sir. We raised with them our serious concernsMr. PLACKE. 
about the implications of a security relationship, however limited it 
might be, along the lines of some of the earlier questions today, our 

our military technology.necessary concern with the security of 
They have explained to us that they can contain this, compartmen
talize it, to a very limited relationship along the lines that I at
tempted to describe earlier this morning. I think we will be looking 
very carefully to see that that in fact is the way that things devel
op. 
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Mr. LEVINE. In closing I would simply say, it seems to methe King is a master at walking a series of tightropes, and this 

that
isone of them that I have a very difficult time being sympathetic to.On the one hand, he seeks significant and sophisticated militaryassistance from us, and on the other hand he is, apparently, utterlyunconcerned about suggestions that theour receipt of that assistance would not be consistent with his obtaining sophisticated as

sistance from the Soviet Union.

The questions that Congressman Winn asked 
 earlier are extremely relevant. I think you have done as good a job in answeringthem as can be done, but I don't think there is an answer to them.I don't see how we can protect our technolog-y from the SovietUnion when they are in the same place that we are.I marvel at King Hussein's ability to cause ourselves, the SovietUnion, and other peoples whose interests are not exactly ident ical,all to be marching to the tune of his drummer. 
Mr. PLACKE. Sit', the concerns that both you and CongressmanWinn have expressed are clearly well Founded. If, in ftct, it develops as we think it will and as we believe ,Jordan is entirely capableof seeing that it does-that is a very tight, limited, confined, andcompartmentalized relationship, limited to this specific item ofequipment-I think that is an adequate response to those concerns,at least that would be our judgment.
Mr. LEVINE. I have never expected this particular administrationto be so trusting of'a relationship between friend ofa ours and theSoviet Union. In this instance, I am particularly surprised.
Mr. HAMILTON. Mr. Smith. 

NEEID FOR INCtEASED FMS FINANCING 

Mr. SMi'rii. Thank you, Mr. Chairman.
I am sorry for being late, but 10three o'clock hearings almostevery day is very difficult to balance. I apologize, Mr. Placke, if' Iask a question that may have been answered. If'you will please tell 

me, I will discontinue it.
We have a request for '*1 !.5 million in F'MS financing which is a,S75 million increase. Has ,Jordan sustained any damage to any ofits military c')mponents over the last few years at all? Have theyrendered any assistance to any area in military terms with equipment that they obtained from orus, is ti, re anything that we areattempting to replace which has been diminishid or damaged or
lost by virtue of'Jordan's complicity in any fighting, et cetera?
Mr. PLACKE. No, sir, I don't think in the terms that you mean 

that.
I think what is important is to look back over the trend. Our security assistance levels in the late 19 70's were well above 6100 million. They declined in recent years to the present low level.The administration's request for fiscal year 198 was a total of.S75 million, and the supplemental request which the Congress nowalso has before it is intended to raise tie amount available to'Jordan back up that $75to million from the amount provided inthe continuing resolution. 
Over a period of time any military force deteriorates, The principal purpose of' the level of funding requested for 1984 is to make 
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up, if you will, some of the ground that has been lost in the mean
time without the sort of active hostilities that you suggested. 

Mr. SMITH. What ground has been lost? 
Mr. PLACKE. Just the passage of time. 
Colonel McKALIP. Mr. Smith, I will try to address your question. 

Any military establishment deteriorates sitting there, and I am 
sure you will allow that. Quite frankly, even for a force the size of 
Jordan's, a program of, I would say, $50 million or $75 million is 
just a sustaining level of funding. 

Mr. SMITH. If we had to provide all the funding, but we don't. 
a somewhatColonel MCKALIP. And we have not. Mr. Winn asked 

similar question as far as expenditures, and I am not prepared to 
address their total expenditures, but I do notice in my notes here 

average of around $200 million a yearthat they have spent on an 

in the United States primarily on modest things.
 

A number of years ago, they bought the M-60A-1 tanks from us. 
They have establishpd an armor rebuild capability, and in the last 
year or so have purchased what we call kits to upgrade them to a 
better version. 

Mr. SMITH. They are replacing the cannons? 
Colonel McKALIP. No, this is only replacing fire control, laser 

range finders in lieu of the older ones, but retaining the same' 
cannon. 

They have annual requirements for training ammunition and for 
spare parts which are just part of normal operating costs. Profes
sionally speaking, this is not an extreme rate. In fact, it is my view 
that at least half of this request would not be enough to sustain 
their force. They are making expenditures of national funds in the 
United States for sustaining purposes. 

1 would also go on to say, I would encourage the committee to 
look carefully at the regional balance because they are very con
cerned about this. 

This concern is warranted, if you assume that there may just be 
a threat to Jordan from some quarter, and if you assume that any 

for its own self-defense. Isovereign country has a right to provide 
will grant you that any time we help one country, it could be to the 
disadvantage of a neighbor. I will grant you that any time there 

more than one country providing items, there is a possibility ofare 

technology compromise.
 

But I would ask you to look particularly at Jordan's situation, 
particularly in the area of air defense. I think that is what our dis
cussion has frequently touched here because we are talking air de
fense aircraft and I-Hawk type missiles in m.ny instances. You 
will find-I can't go into classified materials and I am not sure I 
am competent to brief you thoroughly off the top of my head, but 
you will find about a 6 to 1 numerical disparity between Syria and 
Jordan, and that is just in quantity, not quality. 

The mainstay of their air force is the earlier model of the inter
national fighter, the so-called F-5, that we sold worldwide 20 years 
ago. I believe that their case, should they ask, deserves our consid
eration, a respectful hearing which I know they will get. I also feel 
that it begins, to bring this back to your question, to give an appre
ciation for why they may hvve looked to others for some of this air 
defense. 
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I am convinced that it was not to make mischief, certainly not onthe part of the Jordanian Government, but it because of'was morewhat they believe to be a legitimatc need to improve their air defense. The bottom line is that the available suppliers are few in

number.
Mr. SMITH. Let me throw out this scenario in light of' certainquestions that have been asked, including that which Mr. Levineasked regarding King Hussein and the whole motivation for thepe,,cw process, and Mr. Zschau's question and your answer regarding the counterproductive nature of resolutions which say that weshouldn't sell arms to Jordan for certain reasons and at.certain pe

riods of' time.
The United States is depending very heavily upon King Hussein,according to the September 1 initiative of' the President. King Ilussein is not getting any military aid from the United States andwants aid. Any aid from the United States does not want to be pcrceived as the carrot which brings Hussein into the peace processbecause there is a large sentiment about doing that in this country.Hussein arranges with the Soviet Union. and with Syria impliedly, to allow Soviet missiles to be placed in Syria, which then constitute a grave danger to Jordan, as well as Israel and U.S. ships andplanes based on those ships in the Mediterranean off the coast ofIsrael. Those are fhcts that have been testified to by your own 

agency.

The scenario being now that as a result of' their machinations,

the Jordanian threat from other places is perceived as real. Youhave already agreed that there is threat from Israelno given theexisting circumstances. All of a sudden the whole U.S. Congress islocked into a situation where if' we do not aid ,Jordan, (a) we areperceived as allowing them to be continuing under the threat of' amajor problem from Syria, (b) we are not willing to do anything atall to bring him to the peace process, and (c) we are compromisingour own security in the region, our own forces in the region, andour allies to whom we have alr,ady given money and military assistance. Therefore, we must move forward notwithstanding the
fact that we don't want to move forward.

Is that scenario possible, and would the State Departpment ever
have any hand in doing anything like that in order to justify what


this administration wants to do?

Mr. PLACKE. 
 Let me, if' I remember correctly, Mr. Congressman,try to address your points (a), (b), and (c) toward the conclusion of'

that scenario. 
(a) Syria, of' course, posed a serious defense challenge potentiallyto Jordan, as my colleague from Defense has outlined, before theadvent of the SA-5 missile, which I assume your reference is to.That certainly doesn't improve the situation, but there was anenormous imbalance in air attack capability on the part of' Syriaand the air defense on the part of' Jordan before that system was

introduced in Syria.
Mr. SMITH. Let me stop you there. That is true, it may have existed for quite a while, but nothing came of'it. did it?There was an imbalance, but the imbalance resulted in a balance. There was no attack. There was no direct threat. There wasnothing. It was just that an imbalance existed, is that correct? 
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Mr. PLACKE. That is substantially correct, but I would ask you to 
recall that 2 years ago or approximately 2 years ago, Syria and 
Jordan, while they did not come to the point of active hostilities, 
were confronting each other with very substantial forces along 
their common boundary. The amount of animosity has run fairly 
high in the past, and there has been a history of open hostility be
tween those two countries. 

I think it is not possible, as you would readily agree, to wait to 
make a judgment about an FMS request that will result in equip
ment sales over a period of time and deliveries over an even longer 
period of time, until you have got active hostilities. Clearly by the 
time the process has run its course, the result of those hostilities 
will be a matter of history. 

The fact that there aren't hostilities now, I think to some degree 
at least, is attributable to the kinds of policies that a series of ad
ministrations have followed in the region. 

To turn to your second point, that we are not doing anything to 
engage Hussein into the peace process, I think quite the contrary. 
That was a feature of Hussein's working visit here 2 months ago. 
There were long and intensive discussions between the King and 
the President directly, as well as between his advisors and other 
members of the administration. 

The part of the background to the administration's request that 
is before you now is, as I indicated earlier, related to the peace 
process. it is not a carrot; $100 million is not going to buy you 
Jordan, and I don't think that anybody has any illusions about 
that, but it is evidence of our continuing commitment to the kind 
of security relationship that we have had with Jordan for a very 
long time. 

Does that adequately address the scenario that you have posed? 

U.S. POSTURE ON SALES TO JORDAN 

Mr. SMITH. Is it possible that the King of Jordan would approach 
the Soviet Union and use as a justification for his arm sales the 
threat of the Svrian missiles? Would that be something that would 
ultimately shalke the United States into a position of having to 
come forward where they didn't before? 

Have the Soviets, to some degree, agreed to give Hussein what he 
might be looking for their own purposes, and Hussein at the same 
time having his own purpose to shake the United States forward in 
doing what some people have come to this room and testified we 
would not do, and that is use the promise of additional arms sales 
to Jordan as leverage for getting him into the peace process? 

We are now doing it. There is a supplemental request here for 
additional moneys for Jordan which is being couched in terms of 
traditional, continuing, sustaining of a fighting force, which has 
not been diminished to any degree, and in which they have already 
placed large sums of their own money. 

They are not falling apart. I think that the Colonel, frankly, is 
trying to paint a picture which may or may not be the case. They 
are far from falling apart. They still have the best fighting force in 
the region among the Arab states, and nobody has said anything to 
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shake me from the fact that they have not diminished that capac
ity.

What I am hearing today is that while we are not giving themanything specifically, we are enticing them, that was part of' whatthe President said, but other people hate told us that we are not
promising them anything.

I am just wondering whether next week somebody is going to finally waltz in this room and lay down what we are hearing slowlybut surely creeping up on us: We want to give the Jordanians x inexchange for their coming into the peace process.
I hear it, ! hear it crawling, and if that is what 
we want to domaybe we ought to just say it. But to keep doing the things that weare doing, slowly but surely, we are going to do a little bit here anda little bit there, and we are going to entice them into the peace
process.

He hasn't come in 38/ years since Camp )avid, and there is absolutely no reason for him to come now unless we have told him thatwe will do X, Y, and Z for him. I frankly would like to hear fromsomebody a little bit more of' what is probably rollin, out therethat we haven't heard yet. I am rather dissatisfied with the answers that I get consistently that this is not happening. Yet when Ilook in the paper I see that it is happening slowly 5ut surely.
Mr. PLACKE. Let me try to take another run at that question, sir.I think, i'lI understand correctly, you are asking: Is llussein likelyto try to leverage us on security assistance by the threat of turningto the Soviets in some more massive way? Is that the point of the

earlier part of' your question?
Mr. SMrrmi. That is one of*the scenarios that I painted. Is that a

possibility?
Mr. PLACKE. In the sense that anything is possible, yes.Mr. SMIr. No, Mr. Placke, what we are doing in reality here,and not theoreticals. Is that a possibility? I mean, games are beingplayed every day in the world on a military and political basis. Is ita possibility for tfussein to use leverage with the Soviets in order
 

to leverage us?

Mr. PLACKE. Setting aside the theoretical aspect-that anything ispossible, I would say, practically, no, for a very good reason.The United States is the only major power that has an acceptability by both of the main parties to the Palestine issue. TheSoviet Union has not been a contributor to peace in that region.
Hussein has said it plainly time and time again that his interest is
peace, a real peace, I think in the same sense that Israel meanspeace, a permanent one, signed and sealed, with a treaty and all of'the formality that goes w'-h it.
Mr. SMITH. Let's stop there because that is the bottom line. We
have finally waltzed around the issue to the bottom. When is he

going to come? 
Lebanon did not comce until ,June 1982, and yet 2 years had transpired since Camp David. Hussein was if not a signer, a namedparty in Camp David, and nothing that we could do in : yearsmoved him at all. Nothing we have done since then has moved him 

at all, except for him to say that he believes in the President's September 1 peace initiative. 
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Everybody believes in peace. It is a wonderful flag to wave when 
you have nothing else to say, or aren't doing anything. It keeps all 

But, is it in fact anywhere outof the people at bay for a while. 
there that we are doing more than people are trying to tell us. 

Mr. PLACKE. If I could pick up a reference you made to Lebanon. 
Thero are many consequences that flowed from the events in Leba

of' them that I think isnon last summer, but one, of them and one 
the background to the President's September 1 initiative and to 

no military option on the Arabevents since then, is that there is 
side. 

There is no military capability that the Arab states can muster 
and we haveto militarily overwhelm Israel. We are committed, 

as a matter of' policy through a number of' administrations, tobeen 
on the part of Israel. I thinkmaintaining that qualitative edge 

others have already addressed the question of' the relationship of 
this level of assistance to Jordan in that context. 

Once having removed the mystic of a military solution, it is pos
sible to get down to a more serious discussion of political rcalities 

of the trade-off of territory for peace. Iand to the fundamentals 
don't think Hussein has as many illusions about the military bal
ance as perhaps others in the Arab world. 

In any event, all of this has been swept aside, and it is now possi
ble to deal with the realities of the situation, as you suggest. I 
think that that is one of' the things that has changed, and it is one 
of the reasons wh', envisioning Jordan engaging as a valid negotia
tor in the process is feasible and realistic today. It was not 3 years 
ago. 

Mr. SMITH. Thank you, Mr. Chairman. I do appreciate your cour
tesy very much.
 

Thank you, Mr. Placke.
 

REQUEST FOR ASHA 

that there are other items inMr. HAMILTON. The Chair is aware 

this request, other than Jordan.
 

Mr. Santos, you have had a rather pleasant morning sitting 
there. I thought maybe I had better ask some questions to you. 

You are here with a request for $7.5 million for the American 
Schools and Hospitals program, and we are playing the old game 
again, why? You know that $7.5 million is not a reasonable figure. 

STATEMENT OF DAVID A. SANTOS, i)IRECTOR, OFFICE OF AMERI-

CAN SClHOOLS AND HOSPITALS ABROAI), BUREAIJ FOR FOOl) 

FOR PEACE AND VOLUNTARY ASSISTANCE, AGENCY FOR IN-

TERNATIONAL DEVELOPMENT 

Mr. SANTOS. Yes, that would be a difficult figure with which to 
administer a worthwhile program, Mr. Chairman. 

Mr. HAMILTON. If you got the $7.5 million, you would be in an 
awful mess, right? 

Mr. SANTOS. Yes. 
in with the $7.5 million?Mr. HAMILTON. Why do you come 

Mr. SANTOS. As you know, Mr. Chairman, I administer the 
American Schools and Hospitals Abroad program, but I do not de
termine the funding levels that are requested. 
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Mr. HAMILTON. Is that right. 
Mr. SANTOS. Yes.

Mr. HAMILTON. Are you saying that you think it ought to 
be 

higher?

Mr. SANTOS. I think you can 
see from our congressional presentation that there are a lot of*applications that far exceed the request.Mr. HAMILTON. What would happen if you only got $7.5 million?Mr. SANTOS. We would obviously have fower and smaller grants

than we have had in recent years.
Mr. HAMILTON. I understand the problem, of' course, but it is alittle tiresome to play the same game every year. I can't remember

when the figure has been less than $20 million. It has been $2(0million for a long time. You have got requests in 1984 exceeding$77 million, and you come in with a request for $7.5 million whichis not even close to reality. We have always appropriated somewhere, I think, in the neighborhood of $20 million.Your document indicates that sonic 25 of' the applicants receivedfunds in 1982. Of the 59 applicants, how many would you consider
serious, meritorious, and worthy of funds?

Mr. SANTOS. As a result of' our review process last year, andgiven a $20 million appropriation, we concluded that the 25 institutions that received grants had the most meritorious projects.
Mr. HAMILTON. Does that mean the others were not meritorious?Mr. SANTOS. Some of the others, I would say, were meritoriousand some, I would say, were not. We stretch million asthe $20 far 

as we can. 

PROJECTS WORTHY OF SU1PIORr 
Mr. I-AMILTON. I am trying to get an idea of how many of those59 you think are really worthy of finding, if' the funds were availa

ble. 
Mr. SANTOS. I would say that sirme of the applicants, in addition
to the 25 that received grants would be worthy of' some assistance.
Mr. HAMILTON. Five additioial ones or 20 additional ones, or
 

what?
 
Mr. SANTOS. Probably another 10 additional ones. The 25 applicants that received assistance at $20 million, those 25 were seeking


over $40 million in assistance themselves.
Mr. HAMILTON. Have you had a steady increase in the number of'


meritorious applicants?

Mr. SANTOS. Yes, I think have. In
we the past 5 years, we havehad 26 institutions from developing countries, primarily in Asia,Africa, and Latin America, that were first time recipients and hadnot previously gotten assistance from the program. 

GEOGRAPiC IWAiDISTRIBUTION 

Mr. HAMILTON. You know of my concern about the geographicaldistribution of these funds and I think you have made considerablep:ogress in changing that geographic distribution, down from 94.7percent in 1970 to 4:3.5 percent in 1983 going into the Near East.Do you see that percentage continuing to go down, or do you thinkthat it has gone down about as far as it will? 
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Mr. SANTOS. It has been down to that percentage for the last few 
years, and I think that it will be difficult to get it down appreciably 
considering the requirements of such institutions as the American 
University in Beirut. 

Mr. HAMILTON. I think you have made significant progress over a 
period of time. 

Do you see a majority of the money in the Near East going to the 
American University in Beirut and to the Hadassah Hospital and 
the Feinberg Graduate School of the Weizman Institute; is that 
where most of our funds go in the Near East? 

Mr. SANTOS. Yes, these have been continuously strong competi
tors among the applicants. 

Mr. HAMILTON. Will your ability to continue to reduce the funds 
for the Near East depend in part on the size rf the appropriation? 

Mr. SANTOS. Obviously that is a factor, yes. 

AUB FUNDING 

Mr. HAMILTON. How much money has the American University 
of Beirut received from the United States since fiscal year 1981, 
and how much of that has come out of the ASHA account? 

Mr. SANTOS. In fiscal years 1982 and 1983 to date, the American 
University of Beirut has received $21.5 million, and that includes 
$6 million from the development assistance regional scholarship 
program, $5 million from ESF, and $4 million from the ASHA ac
count. That does not include any fiscal year 1983 assistance that 
ASHA may provide to AUB. 

Mr. HAMILTON. Are you going to? 
Mr. SANTOS. We are presently reviewing the situation and it will 

be some weeks before we actually have revised statements of rev
enues and expenditures from that university. 

Mr. HAMILTON. But you are receptive to providing them funds 
for 1983? 

Mr. SANTOS. Yes, we expect to be providing some funds. It is a 
question of how much. 

Mr. HAMILTON. When will the $10 million that was provided in 
1982 emergency legislation be obligated? 

Mr. SANTOS. It has been fully obligated, Mr. Chairman. 
Mr. HAMILTON. Why the delay? 
Mr. SANTOS. That $10 million was obligated in 2 tranches, the 

first one of $3 million, and the second of $7 million. The $7 million 
tranche was obligated just a week or two ago. 

Mr. HAMILTON. OK. 
You have fiscal year 1984 expenditures listed in the Lebanon 

program on the congressional presentation document of $3 million. 
Where does that come from? 

Mr. SANTOS. Is that the computer printout on the final page?
 
Mr. HAMILTON. Yes, for the Lebanon program.
 
Mr. SANTOS. Those are estimates that are done by another office.
 

I am not responsible for that page and I can't address it. 
Mr. HAMILTON. Could you tell us in writing afterward where that 

$3 million comes from? It is put down as a 1984 expenditure, and 
we don't understand it, that is the point. 
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Mr. SANTOS. Frankly, I don't know where the figure comes from

either. I will try to find out. 
[The information follows:] 

AMERICAN UNIVERSITY OF BEIRUT 
As the Chairman points out, on page 150 of Annex IV of the fiscal year 1984 Congressional Presentation there is a $3 million expenditure from the Disaster Assistance account noted in fiscal year 1984. This figure represents an ustimate made bythe Near East Bureau at the time the document was drafted. Since that time theestimate has been revised and we have expended in fiscal year 1983 the entire $10million made available to the AUB under 1982 emergency legislation. At thepresent time, any fiscal year 1984 funding provided will come from t ze AmericanSchools and Hospitals account and/or from the Near East Regional ac( unt which isa scholarship program. The latter program is estimated to require $3 million in re

gional support. 
[Mr. Santo's prepared statement follows:] 
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PRIEPAREI) S'rATEMENT OF )AVii) A. MAN'I(os, DIIit;(TrOlt, OFFiC OF AMERICAN SCIIOOi.H 
ANi) HCSI'ITAi.N iIJREA1 i F'Hit PEAr r':ANI) VOIINTAityAiiiOAI, FIJHI oo1w ASISIANCE, 
A(;EN(:Y FOR INTFiiNATIONAL, I) : 1OPiMP.NT 

Mr. Chairman and Members of the Subcommittee: 

Thank you fc- inviting us to appear before this Subcommittee on behalf of the
 

Agency for International Development's American Schools aridHospitals Abroad program.
 

The efforts and resources of thousands of U.S. citizens have built and sustained a
 

significant number of non-profit schools and hospitals overseas whic.nprovide citizens
 

of other countries with the training needed foreconomic and social development.
 

Fiscal Year 1984 marks the 25th anniversary of the American Schools and Hospitals
 

Abroad (ASHA) program. During this period, the program has helped U.S.-sponsored
 

institutions carry American know-how to over 50 countries. The ASHA program has assisted
 

secondary schools which provide academic and vocational training; undergraduate and
 

graduate institutions with programs in business administration, engineering, medicine,
 

nursing, agriculture, liberal arts and the physical sciences; and hospital centers which
 

offer primary and specializ-d health services and conduct medical education and research.
 

initially responsive to the needs of only a limited number of institutions, mainly
 

in the Near East, ASHA has become a competitive program inwhich an annual comparative
 

assessment is carried out to determine the impact, need and cost-effectiveness of
 

proposals as well as the degree towhich applicants meet established criteria, in the
 

past five years, 26 institutions indeveloping countries, primarily in Africa, Asia
 

and Latin America, received help for the first time.
 

Since the beginning of Fiscal Year 1982, projects at 28 institutions have been
 

completed with $35 million of prior year grants. These projects have provided
 

classrooms, laboratories, libraries and U.S. scientific and medical equipment. Such
 

facilities and equipment have permitted institutions in Botswana, Liberia, Malawi,
 

http:1OPiMP.NT
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Zaire, Ecuador, Guatemala, Honduras, Mexico, India, Indonesia. Korea, Philippines,
 
Thailand, Egypt, Greece, Israel, Turkey and the West Bank 
to increase student
 
enrollment and to improve and expand educational and medical programs. A listing
 
of these completed projects isattached. 
 Other projects already financed by the
 
ASHA program are at various stages of completion insome of the countries noted
 
above as well as in Brazil, Haiti. Jordan. Lebanon, Poland, Rwanda, and Tanzania.
 

Inaddition to grants for specific projects, $7.7 million was granted in
 
FY 1982 to help a limited number of other institutions sustain ongoing programs and
 
operations, the expenses of which are met primarily from tuition, fees and private
 
contributions. 
These include the American University of Beirut, the American
 
University inCairo, the Bologna Center of Johns Hopkins University, the Project HOPE
 
Schools of Health Sciences in the Caribbean and Central and South America, and
 
the worldwide blindness prevention programs of Project ORBIS.
 

A.I.D. isrequesting $7.5 million inFY 1984 fortheAmerican Schools and
 
Hospitals Abroad program. 
Budgetary constraints and other priority development needs
 
compel a request well below current program funding. This will necessitate difficult
 
choices among many worthy applicants. However, the 
same basic selection process will
 
continue. 
 Priority will be given to those institutions that best serve as 
study and
 
demonstration centers for V S. Ideas and practices. 
We will seek inparticular to
 
assist those institutions that offer the greatest potential for developing human
 
resources, furthering 
the transfer of technology and maintaining or improving
 

their own financial well being.
 

Attachment
 
ASHA Funded Projects Completed

Since the Beginning of Fiscal Year 1982
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ASHA FUNDED PROJECTS COMPLETED SINCE THE BEGINNING OF FISCAL YEAR 1982
 

Medical Projects Completed
 

6. Ludhiana Christian Medical College and Brown
 

Project: Outpatient facilities, laboratories Memorial Hospital, Ludhiana, Indii

1. Admiral Bristol Hospital, Istanbul, Turkey 


Project: 	 Living quarters for residents and interns
and equipment 

Completed: December 1982 
 Completed: October 1982
 

ASHA funding: $945,000 
 ASHA funding: $500,000
 

Grantee: The American Hospital in Istanbul, Inc., Grantee: Ludhiana Christian Medical College Board
 
USA, Inc., New York, New York
New York, 	New York 


7. Malamulo Hospital, Makwasa, Malawi
 

Project: U.S. medical equipment Project: Pediatric and isolation wards
 

Completed: January 1983 


2. Good Shepherd Hospital, Kananga, Zaire 


Completed: October 1981
 

ASHA funding: $557,000 
 ASHA funding: $550,000
 

Grantee: Medical Benevolence Foundation 
 Grantee: Seventh-Day Adventist World Service,
 

Woodville, Texas 
 Washington, D.C.
 

8. Mount of David Crippled Children's Hospital, Bethleiem,
 

Project: 	 U.S. medical equipment, principally for West Bank
 

new surgical suites 


3. Hadassah Medical Center, Jerusalem, Israel 


Project: 	 140-bed orthopaedic hospital with
 
operating, laboratory, rehabilitation
Completed: September 1982 


ASHA funding: $2,200,000 
 and ancillary facilities
 

Grantee: Hadassah Medical Relief Association, Completed: September 1982
 

New York, New York 
 ASHA funding: $2,250,000
 
Grantee: Holy Land Christian Mission, Inc.,
 

Kansas City, Missouri
4. Hospital de la Familia, Nuevo Progreso, Guatemala 

Project: 	 Outpatient facilities, laboratories,
 

equipment and staff quarters 9. Presbyterian Medical Center, Jeonju, Korea
 

Completed: March 1982 
 Project: Hospital annex
 

ASHA funding: $940,000 
 Completed: October 1981
 

Grantee: Hospital de la Familia Foundation, ASHA funding: $833,000
 

San Francisco, California 
 Grantee: 	Medical Benevolence Foundation,
 
Woodville, Texas
 

5. Kanye Hospital, Kanye, Botswana
 
Project: 	 Nursing school, ambulatory health care 10. Project ORBIS, Worldwide
 

center and surgical suites Project: Conversion of aircraft to serve as
 

Completed: February and December 1982 
 ophthalmological teaching hospital
 

ASHA funding: $1,900,000 Completed: March 1982
 

Grantee: Seventh-Day Adventist World Service, 
 ASHA funding: $1,034,000
 
Washington, 0. C. Grantee: Project ORBIS, Inc., New York, New York
 



11. 	 Shaare Zedek Hospital, Jerusalem, Israel 

Project: Nursing school 

Completed: November 1981 

ASHA funding: $800,000 

Grantee: 	 American Committee for Shaare Zedek 


Hospital, :nc., flewYork, New York 


Educational Projects Completed 


12. 	 American University in Cairo, Egypt

Project: Library 

Completed: February 1982 

ASHA funding: $4,000,000 (Of the $4 million, 


$3.5 million is the dollar equiva-

lent of U.S.-owned excess Egyptian

pounds.)


Grantee: 
 Trustees of the American University in 

Cairo, New York, New York
 
'13 Antola Cllee.
hesaloiki GreceProject:


Project: Industrial arts workshop, faculty 

residence and classrooms 


Completed: September 1982 


ASHA fund ing: 	$408 ,000 
Grantee: 	 Trustees of Anatolia College, Inc.,

Boston, Massachusetts 


14. 	 Athens College, Athens, Greece 


Project: 
 Science building addition and multi-

purpose auditorium
Completed: June and December 1982


ASHA funding: $1,560,000 

Grantee: Athens College in Greece, Inc., 


New York, 	New York 


15. 	 Beth Zeiroth Mizrachi Vocational School, 

Jer:salem, Israel 


Project: Classrooms and workshops

Completed: Hay 1982 

ASHA funding: 	 $500,000 

Grantee: 	 America Mizrachi Women, New York,
 

New York
 

16. 	 Cuttington University College, Suacoco, Liberia
 
Project: Dining hall remodeling and expansion

Completed: July 1982
 
ASHA funding: $163,000
 
Grantee: 
 The Domestic and Foreign Missionary


Society of the 	Protestant Episcopal
 
Church 	in the United States of America,

N~w York, 	New York
 

17. 	 Feinberg Graduate School of the Weizmann Institute
 
of Science, Rehovot, Israel
 

Project: U.S. scientific equipment for training

and research in the natural sciences
 

Completed: August 1982
 
ASHA funding: $1,500,000
 
Grantee: 	 The Board of Trustees of the Feinberg


Graduate School, flewYork, New York
 

18. 	 Gan Yavne Youth Village, Gan Yavne, Israel
 
Student dormitory


Completed: September 1982
 
ASHA funding: $975,000 

-antee: American Friends of Gan Yavne Youth
 
ai a n N ew o f N Youk
 

Village, New York, New York

19. 	 Panamerican Agricultural School, Zamorano, Honduras
 

Project: Student dormitories, faculty residence,
utility improvements 
and equipment
Completed: December 1982
 
ASKA funding: $1,320,000
 
Grantee: Escuela Agricola Panamericana Inc.,

G e 
 scue, gasaame r n c
 

Boston, Massachusetts
 
20. 	Payap College, Chiang Mai, Thailanld
 

Project: 
 Classrooms, library, administrative and
multi-purpose facilities
 
Completed: June 1982
 
ASHA funding: 	 $3,055,000
 
Grantee: 
 The Chiang Mai Mission Board Inc..
 

Ann Arbor, Michigan
 

00 



21. Retiert College, Istanbul, Turkey 
Project: Energy corservation program; equipment 

and re,-Jdeling 
Ccepleted: Novemer 19S2 

ASHA funding: S575,000 
Grantee: The Trustees of Robert College, Inc.. 

New Nork New Nork 

26. University of the Valley of Guatemala, Guatemala 
Ci t, 

Project: Science laboratories and equipmen: 

Completed: August 1982 
ASIIA funding: $670,000 
Grantee: Foundation of the University of the 

Valley, Boston, Massachusetts 

22. Sata Wacana Uni~ersity, Salatiga, Indonesia 

Project: Administration build'ng 
Cce-pleted: Noecr:0her 1n-1l 
ASHA fundin.: $650,000 

Grantee: United 6oarj for Christian Higher 

Education in Asia, Inc. , New York. 

27. Xavier University, Cagayen de Oro City, Philippines 

Project: College of Engineering building 

Comcneted: July 19S2 
ASHA funding: $1,550,000 

Grantee: Jesuit Seminary and Mission Bureau 

New Yor,:, New York 

23. So,.anc: Lr.versits, Seoul, Korea 
Proect: Librr) annex 

Cc':1letI: Auust 19S2 
-,S.&A furc ': 20,000 
Grantee: :oierican Eoard of Sogang 

Hi nea'olis , Minnesota 
University, Inc. 

28. Working Boys' Centt", Quito, Ecuador 

Project: Vocational training school 

Cornpl eted: October 118! 
ASHA funding: $:,125,000 

Grantee: Working Boys' Center Foundation 

Saint Paul, Minnesota 00 

Tr- ,: t College, Manila, 
rroect: Librars 
Co. pleteJ: Jul) 19S.' 

Philippines 

A n'- funcinLl: 500,0 "0 
Grantee: Association of Episcopal 

New, 'ork * New, 'ben 
Colleges, 

25. Lnisersity of the Americas, Pueb'a and Mexico City 

Project: Mexico Cit. Center, classrooms and library 

CcprIleteo: January !,)S3 
AShA funding: .53,00,000 
Grantee: Foundation for the University of the 

Americas, Washington. D.C. 
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SYRIA AID EXPENDITURES IN FiSCAL YEAR 1982 

Mr. HAMILTON. Now, let's talk about Syria. There is $317 millionin curreatly active projects, but no new money since 1979. Now, is
it accurate that by action of* this committee in 1981, some $99.5million of the $317 million is frozen and cannot be used at this 
time? 

Mr. JOHNSON. That is correct, Mr. Chairman.
Mr. HAMILTON. How much was expended in Syria in fiscal year

1982? 
Mr. JOHNSON. $31.5 million.
 
Mr. HAMILTON. What for?
 
Mr. JOHNSON. 
 Would you like to have the information on a 

project by project basis? 
Mr. HAMILTON. You don't have that information? 
Mr. JOHNSON. I have a large spread sheet with a lot of data.
Mr. HAMILTON. Get it for the record, but when we say "for therecord," we are under the gun because we are going to be marking 

up pretty quick, so we have to have it very promptly.
[The information follows:] 

SYRIA-AID EXPENDITURES INFY 1982 
[InIP'.'nl; uf dularuJ 

fiv1r
yparPf0Jo Proia.nl G 1987 
ture,
 

English
Language Training ...................................... 
G 26-0002 218
Agricultural Education ..........
andRe.earch .. G 216-0003 466GeneralParticipant Training .. G 276-0004 346
Tech
Smrice; andFea,,ibihly Studes 11 ............ 
 G 216 0005 368Devel,7menl ServicesofHealth G 2160006 15
Darnascu', WaterSupplyI ... 216-0008 25Danaz,.u Water IISupply L 2/ 0010 199Euphrate,Irrigation MV .Ba-in intenance 216--00i 1,666HiphiayDamazu; foeraa ............... 
 L 216-0012 661Tarto;-Lattapa Hphway L 216 0011Ruralfle trfihiao n L 276-0018 8,936
Health .G..Teohucal lrntilute 216 0019 1,249LandCla;;t'ica!,.n/.-d Survey G 216 0020 698Pro',incal WaterSupply L 216-0024 3,594Tech.Sir,;clee
andFea;Alhy Studiep.II ...
. .
 216 0026 104Ruralroad" ...... . .216.0033 1,984P ralS hriol;I .. ...... L 276-0035 4,281DevelrpmentIIImprt, 
 L 216 0036 6,118RemotePni.. 
 G 21,0041 536
 

total 31,524 

Mr. JOHNSON. May I go back to your opening remark, sir, andcorrect a figure with the latest figure on the status of the pipeline 
as of December 31, 1982? 

Mr. HAMILTON. Go ahead. 
Mr. JOHNSON. The total obligations, as you said, were $438 million. We have deobligated to date $11.5 million. The total expendi

tures through December 1982 were $180.4 million. That. leaves a
pipeline of $246.1 million of which $99.4 is frozen, leaving an active
pipeline of projects totaling $146.7 million. 

http:Proia.nl


190
 

Mr. HAMILTON. What is that for?
 
Mr. JOHNSON. That is for a total of 19 separate projects.
 
Mr. HAMILTON. They are going forward, contracts are let?
 
Mr. JOHNSON. That is correct.
 
Mr. HAMILTON. WU got that highway built for the president?
 
Mr. JOHNSON. No, sir, we do not.
 
Mr. HAMILTON. Is that money frozen?
 
Mr. JOHNSON. You are speaking of the Damascus highway?
 
Mr. HAMILTON. No, the President Asad Memorial Highway, 

which we are building. 
is frozen for the LattakiaMr. JOHNSON. $55 million of the total 

Tartous Highway. 

U.S. ATTITUDE ON SYRIA 

Mr. HAMILTON. Has Syria done anything in the last year which 
would qualify it for the United States to lift the ban on the frozen 
funds? I want a very clear answer to that question, and it had 
better be the right answer, one word, and I will spell it out for you, 
if you want. 

Mr. JOHNSON. No.
 
Mr. HAMILTON. Thank you.
 
How long are you going to keep those frozen funds in place
 

before they are deobligated? 
Mr. JOHNSON. It is our intention, per our understanding with 

this committee and with the State Department, to proceed to do 
usual. We will hold the frozen funds until the terminalbusiness as 

disbursement dates that are in the individual loan agreements, and 
when those dates have expired, we intend to deobligate the funds. 

Mr. HAMILTON. What does that mean iii terms of calendar time? 
Mr. JOHNSON. In this fiscal year 1983. 
Mr. HAMILTON. The 1983 fiscal year? 
Mr. JOHNSON. Yes. $4.8 million of frozen funds will be eligible for 

deobligation because terminal disbursement dates will expire. 
Would you like it year by year, sir? 

SYRIA PIPELINE 

Mr. HAMILTON. I will tell you what I war.t. I want all of' the 
Syrian moneys spelled out very carefully to me very quickly, so 
that we get the various classifications of the money, a very detailed 
accounting of the economic assistance money to Syria, and when 
deobligation will occur. 

Mr. JOHNSON. I can give you that schedule very quickly now or 
provide it for the record.'
 

Mr. HAMILTON. Provide it for the record.
 
[The information follows:]
 

SYRIA-A.I.D PROGRAM PIPEI.INE 

$438 million was obligated for the Syria program between fiscal years 1975 and 
1979. As of December 31, 1982, $246.1 million remained in the financial pipeline, of 
which $146.7 million was committed to active project implementation and $99.4 mil
lion was "frozen" per the terms of the understanding among State, A.I.D. and the 
Congress. The "frozen" funds will be eligible for deobligation upon the expiration of 

See app. 19. 
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Terminal disbursement Dates in the individual project loan agreements. Assuming

no 
change in these dates, sums of money would be eligible for deobligation, accord
ing to the following schedule (in thousands of dollars):
 

Amount Estimafed Terminal 
Projecttitle obgafgedamount dateof for

in
agreement romen distf,2.funds ment 

Fiscal year1983: 
Euphratestrrigation Maintenance ..............................................................................Basin 17,600 102 6/30/83
Developm P)entImports III(C .......................................................................................
20,000 4,733 7/31/83 

Total ................................................................................................................
37,600 4,835
 
Fiscalyear 1984: 

Damascusater Supply..................
W I ................................................................................
48,000 12,505 6/30/84
DamascusDera'aHighw ay 	 4.................................................................................................
45,900 902 12/30/83
RuralElectrification ...........................
.................................................................................
34,700 9,4242/28/84

Rural ..........................................................
Schools ....... 
 .............................................
11,000 1,3679/15/84 

Total .1.......
.......................................................................................................
139,600 24,198

Fiscal 	year1985.
 

Provincial Water System
Supply s......................................................................................
17,600 1,496 9/30/84
RuralRoads....................................................................
............................................
26,400 13,759 9/30/ 84 

Total .............................................................
.....................................
44,000 15,255
Fiscalyear1986: 

DamascusWaterSupplyII................................................................................................14,500 119 6/30/86 

Total...........................................................................................
...................0 119
14,50 
Fiscalyear1987. 

Lattakia-Tarlous Highway................................................................................................60,000 54,978 12/31/86 

Total.......
 660,000 5.....................................................................................................54,978
 

Grand total ........................................................................................................
.....295,700 9.....99,384 

The trend in Soviet arm deliveries to Syria is up, I think you

have said, or perhaps others before you have said. Do you think
 
that Soviet moves in Syria are related at all to U.S. military pres
ence inLebanon?
 

Mr. PLACKE. No, sir, I wouldn't draw that conclusion. I think 
what has happened, particularly with respect to the introduction of 
SA-5 air defense missile system, is more in the character of a polit
ical response by the Soviets, taking a military form, to the damage
to their prestige that was done in the course of the events of the 
summer, to the credibility of the performance of their military
equipment and tactics, and the necessity to do something, one as
sumes, fairly dramatic to shore up their relationship with Syria
and to maintain the position in the Middle East which obviously 
they are very interested in doing. 

PROGRAM FOR OMAN 

Mr. HAMILTON. Now I want to cover some questions with regard 
to Yemen and Oman. 

Let's start with Oman. You have a $15 million economic support
fund request for Oman, and that is the same level as in the past
few years. What keeps jumping around is the grant portion. Why
do you keep jumping that grant portion around all the time? 
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Mr. JOHNSON. Last year our request was to provide $10 million in 
loans and $5 million in grants. In fact, as we proceeded with 
project development for what is called an aquifer recharge project, 
the total cost of the project simply was not large enough to utilize 
all of the loan moneys since we financed it on a 50-50 basis with 
Oman. 

Mr. HAMILTON. Is that the one that is $7.5 million in obligated 
form? 

Mr. JOHNSON. Yes, sir. 
Mr. HAMILTON. When was that obligated? 
Mr. JOHNSON. That was obligated, I believe, in August of last 

year. 
Mr. HAMILTON. The project isn't going yet, is it? 
Mr. JOHNSON. No, sir. 
Mr. HAMILTON. When is it going to go? 
Mr. JOHNSON. The engineering supervision contract was signed 

last month and I believe that the request for proposals will go out 
in April fbr the construction contract. So we are looking at another 
6 months before the construction contract will be let. 

Mr. HAMILTON. Do you believe that $2.5 or $3 million of that can 
be expended this year? 

Mr. JOHNSON. For t-e first part, for the '-ngineering supervision, 
there will be expenditures. In addition, there will be mobilization 
expenses for the construction contractor. 

RATIONALE OF GRANT PORTION 

Mr. HAMILTON. How can we justify an increase in this grant 
amount when you have a country that has a per capita income of 
$6,000 a year? 

Mr. JOHNSON. The per capita income figure is accurate, however 
it is all based upon oil wealth. The other fact is that expressed in 
usual statistical indicators, Oman is a very poor country with re
spect to literacy, school enrollments, access to health facilities, and 
safe water. 

Mr. HAMILTON. But why should we pay for it? 
Mr. JOHNSON. The provision of economic support funds was a 

part of the understanding between the United States and the Gov
ernment of Oman with respect to military base rights 

Mr. HAMILTON. Is this a rental? 
Mr. JOHNSON. As I understand, it is that the Oman Government 

would like to have an economic aid program as a tangible expres
sion of U.S. interest beyond the purely political or military. 

U.S. MILITARY ACCESS RIGHTS IN OMAN 

Mr. HAMILTON. We have some access rights there, don't we, mili
tary access rights? 

Mr. PLACKE. Yes, sir. We are involved in construction and in 
modernization of existing military facilities principally to enable us 
to project forces into that region if' necessary. 

Mr. HAMILTON. Is this rental then? 
Mr. PLACKEI. It is not rental in any normal sense of that term, 

no, sir. I think what really is involved is recognition of' our mutual 
interest: that we had a shared security assessment, that we viewed 
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similarly threats posed by the Soviet Union and surrogate states
for the Soviet Union, principally the People's Democratic Republicof South Yemen in this case, not to neglect Iran across the gulf. Wethen concluded that we wanted to establish a long-term, broad
based security relationship.

Oman is interested in advancing its economic development asrapidly as possible. The Sultan, when he came to power some 11 years ago, found a country that was barely coming out of theMiddle Ages. It has made enormous progress in that period of time.I think it is a proven principle that relationships founded upon se
curity interests exclusively are too narrow to be sustained for aprolonged period of time, and both of us have an interest in their
economic development. 

MILITARY CONSTRUCTION AND PERSONNEL IN OMAN 

Mr. HAMILTON. What is the military construction going on out 
there? 

Mr. PLACKE. Runway expansion, installation of fueling facilities,aircraft maintenance and accommodation facilities, and warehous
ing at principally three locations in Oman. 

Mr. HAMILTON. How many U.S. military personnel do we have in 
Oman? 

Mr. PLACKE. Concerning men assigned there in the sense that 
you may mean that question, Mr. Chairman, there are a few therefor the purpose of contract administration and this sort of thing.There also is a small advisory element attached to the embassy.

Mr. HAMILTON. For training?
Colonel MCKALIwI. There are three people in the advisory element 

there.
 
Mr. HAMILTON. Is that for training purposes?

Colonel MCKALU,. No, sir.
 
Mr. HAMILTON. Any people there with regard to the base access
 

agreements?

Colonel McKAI.II,. I can't respond to that. It is not under the se

curity assistance as we speak of it. I can find out.
 
[The information follows:]
 
In conjunction with military construction projects, a major part of the access 

agreements, there are three military personnel stationed in Oman. 

ESF EXPENDITURE RATE 

Mr. HAMILTON. Your rate of expenditure on this economic sup
port program is astounding. Last year, you estimated $8.1 million
for 1982 expenditures, but you have only spent $331,000, is that 
right, in the last year? 

Mr. JOHNSON. That is correct, sir. 
Mr. HAMILTON. Why, what went wrong?
Mr. JOHNSON. The loan project was actually signe! much later inthe fiscal year than we had thought at the time we prepared the 

congressional presentation.
Mr. HAMILTON. What are you going to do this year?
Mr. JOHNSON. The most likely prospect is that we will enter into 

an agreement for a school construction project in the rural areas of 
Oman. 

http:McKAI.II
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JOINT COMMISSIONUNITED STATES--OMANI 

Mr. HAMILTON. How is the U.S./Oman Joint Commission doing? 
Mr. JOHNSON. It is operating. 
Mr. HAMILTON. Have they appointed a full-time person to the 

commission? 
Mr. JOHNSON. There is one part-time person and one full-time 

Omani project officer who is a graduate engineer of a U.S. college. 
They are now currently interviewing Omanis to fill the accounting 
position and a second project officer position. 

Mr. HAMILTON. So you are persuaded that the Government is in
terested in moving ahead at this point? 

Mr. JOHNSON. Yes, sir. 
Mr. HAMILTON. Your expenditure level was very modest for that, 

sometoo. You estimated $5.1 million, and you only spent again 
thing like $300,000. 

ASSISTANCE FOR NORTH YEMEN 

Mr. JOHNSON. That is correct, that is the total. 
Mr. HAMILTON. Now let me ask a few questions with regard to 

North Yemen. 
You requested $15 million in 1982 in military aid. Your fiscal 

year 1984 request is $15 million in grants. The 1982 request was 
$10 million in grants and $5 million in loans. Why are we shifting 
to grants? 

this is one of those interestingColonel MCKALIP. I think that 
cases where we feel there is a definite need to provide some eco
nomic assistance to the country. They have expressed to us their 
concern about the near term debt servicing. We had explored the 

direct credit at a less than market rate, but Ipossibility of some 
think we have been influenced somewhat by Congress' shift in the 
last year of some of our direct credit request to MAP. 

RELUCTANCE ON FMS PROGRAM 

Mr. HAMILTON. Why were they so reluctant to enter into an FMS 
agreement? 

Colonel MCKALIP. For credit, sir? 
Mr. HAMILTON. Yes. 
Colonel MCKALIP. Actually, they have ente'ed into an agree

ment. They entered into an agreement for $10 million in 1982, and 
they have not drawn it down yet. 

the last day of the fiscalMr. HAMILTON. They entered into it on 
year. 

Colonel MCKALIP. Yes, sir. 
Mr. HAMILTON. What is their hesitation? 

concern aboutColonel McKALIP. My own view is twofold. This 
debt service, the interest rate particularly at the time which I be
lieve was around 14 or 15 percent was a very sobering fact to them. 

someSecond, as far as the lateness in the year, I think we had 
problems explaining the bureaucratic and administrative processes 
to them. 

Mr. HAMILTON. So after some tough bargaining, we decided that 
we would make it all grant? 
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Colonel McKALIP. I don't like to put it that way, sir, but I do be
lieve that you can make a case if countries, such as Yemen, do de
serve our support, consideration of modest grants, and $15 million 
certainly is a modest grant in the sense of the figures with which 
we frequently deal, that it makes sense. 

U.S. AND INTERNATIONAL ASSISTANCE FOLLOWING YEMEN EARTHQUAKE 

Mr. HAMILTON. They had a bad earthquake there. What kind of 
assistance did we provide during that earthquake? 

Mr. JOHNSON. Mr. Chairman, the United States reacted very
quickly. About $2.5 million worth of commodities were provided,
tents, blankets, water tanks, generators, for immediate relief needs. 

Mr. HAMILTON. Was there international assistance provided, or 
just the United States? 

Mr. JOHNSON. There was international assistance as well as sub
stantial assistance from Yemen's Arab friends, particularly the 
Saudi Arabian Government. 

Mr. PLACKE. In fact, Mr. Chairman, the assistance was quite
widespread. The U.N. system provided some. The European Eco
nomic Community.

Mr. HAMILTON. Why don't you just give us a list of where the as
sistance came from and who provided it, and what they provided.

[The information follows:] 
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A FULL LISTING OF U.S. AND INTERNATIONAl, ASSISTANCE 

YEMEN ARAB REPUBLIC - EARTHQUAKE 

Data
 

Date: December 13, 	1982
 

Location: Dhamar region
 

Dead: 1,507 confirmed; 2,500 estimated
 

Injured: about 1,500
 

Population of Affected Area: 	 estimated 800,000; 700 villages
 
affected
 

Homeless (part of abo-e figure): estimated 400,000 of which 300,000 housed
 
in tents and other temporary shelters
 

Damage: 42,314 homes (27,527 	damaged and not habitable, 3,407 partia..ly
 
destroyed, 11,380 totally destroyed); water supply in 122 villages; 78
 

schools in Dhamar province; 651 mosques; 131 water projects; W17million in
 
lost housing; 73.3 million in public facilities 'such as schools,
 
utilities, and mosques; $2E.5 million in agriculture - grain and animal
 
losses; t199.5 million in private property such as tools, furniture, cars;
 
estimated loss to GNP - t2 billion
 

General Situation
 

The earthquake which hit the Yemen Arab Republic (North Yemen) on December
 
13, 1982, was measured at 6.0 on the Richter scale. It was the first
 
instrumentally recorded earthquake in that location. Daily aftershocks
 
continue.
 

- Since the earthquake struck about noon, those found inside at that time 
were the principal victims; these werc' women, children, and the elderly. 

- Emergency needs have now been met, though some areas still lack sufficient
 
potable water and sanitation.
 

- Some 3,237 metric tons of relief supplies arrived by air. Also,
 

considerable quantities of supplies arrived overland.
 

- An international assessment team composed of representatives of the World
 
Bank, Kuwait Fund, Arab Fund, Economic Commission for Western Asia, and
 
Organization of Arab Petroleum Exporting Countries has surveyed
 
reconstruction needs.
 

Action Taken by the Yemen Arab Republic C)vernment (YAPG) and Yemeni Groups
 

- An emergency relief committee was organized, composed of the Ministers of 
the Armed 

Health, Municipalities, and Youth plus the Chief of Staff of 


Forces and the Governor of Dhamar Province.
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-
 Eight assessment teams looked at damage to water systems/xbsources; 884
 
villages were surveyed.
 

- The Central Planning Organization (CPO) played a coordination role in
 
Identification of needs and receiving and distributing supplies. 
A village

by village assessment was carried out by the CPO and by the Council for
 
Yemeni Development Associations (CYDA).
 

- Four district zones for relief coordination were established -

Al Ans, Al Anis, Jahran, and Al Hada. Each group of six villages had a
 
committee which reported needs to the respective zone committee.
 

- .'heHioistry of Health established six teams, both mobile and static, to
 
respond to curative and public health needs.
 

- YARG - $300,000 for tents
 

- Yemen Arab Red Crescent - a member of the field operation committee; $5,000
 
for hospital linens
 

- Private donor - $219,000 (one million rials) for local pulchase of Jerry
 
cans for water
 

- Yemen Airlines offered to carry relief supplies free on a space available
 
basis from European cities.
 

Assistance Provided by the U.S. Government (USG)
 

- The U.S. Ambassado- to the Yemen Arab Republic, David Zweifel, determined
 
that a disaster of sufficient magnitude to warrant USG assistance existed
 
and exercised his $25,000 disaster authority.
 

- Airlift of: 3,000 tents with flies
 
15,000 blankets
 
eight 3,000 gallon water tanks
 
six 30 KW generators (plus technicians)
 
680 hospital gowns and 500 masks
 

all valued at t2,559,150 including transport
 

- $10,000 worth of medical kits through UIICEF
 

- Loan of 4 vehicles for use as ambulances 

- U.S. Geological Survey personnel studied the earthquake jointly with Saudi 
scientists. 

- Four Peace Corps Volunteers assisted with water system surveys in 250 
villages. One volunteer helped with the public health survey. 

Total value of USG assistance to date: t2,594,150
 

Assistance Provided by U.S. Voluntary Agencies
 

- Catholic Relief Services (CRS)- local purchase of 5,000 blankets, 1,500
 
utensil sets, 5,000 sweaters (valued at t21,300) and children's clothing
 
using $156,000 of CRS, United Kingdom, Caritas Germany, and Caritas
 
Switzerland funds; 450 tents valued at $125,000
 



198
 

- Lutheran World Relief - t24,000 to CRS for purchase of 100 tents
 

- Save the Children - launched appeal on behalf of Norwegian and British 

counterparts in Yemen; $5,000 to Redd Barns (Norwegian Save the Children) 

- Southern Baptist Convention, Foreign Mission Board - Team of 5 medical 

personnel (2 orthopedic surgeons, 2 nurses and 1 aide) leaving 12/20 for 

Yemen; $70,000 appropriated for relief activi~ies of which t5O,000 expected 
to be used for local purchase of food
 

- World Vision - t20,O0 

Total value of U. S. volag assistance reported to date: $293,630
 

Assistance Provided by fle'International Community
 

U.N. System
 

- UNfP (U.N. Development Programme)- coordinating donor assistance, 

especially technical tiams; t30,00 in cash 

- UNTRO (Office of the U. N. Disaster Relief Coordinator)- 30,000 in cash 

for kitchen sets; services of a relief coordinator 

- UNESCO (U. N. Educational, Scientific, and Cultural Organization)- two 

earthquake experts 

- UNICEF - 830 tents; t220,O00 worth of medical and relief commodities; 3,400 

kitchen sets; 2,000 blankets; 500,000 water purification tablets; 6 

vehicles valued at $80,000 to be used as ambulances; 150 sprayers; 3,000 

tents valued at t304,000 from funds given by Japan 

- WFP (World Food Program) - three-month emergency program for 50,000 people 

includes 1,350 metric tons (MT) wheat flour, non-fat dried milk, pulses, 

and edible o~l from in-country stocks valued at t908,300; food 

survey/evaluation team due mid-February 

- WO (World Health Organization) - pharmaceuticals, vaccines, disinfectants, 

surgical sundries, and emergency kits all worth $50,000 

Inter-Governmental Organizations
 

- Arab Gulf Fund for United Nations Development - $1 million for purchase of 

tents 

- EEC (European Economic Community) - 100 tents, 4,000 blankets, 

2 FT medical supplies; airlift for Belgian Red Cross at a cost of 

t60,O00 (65,000 ECU); t902,759 (935,000 ECU) to League of Red Cross 

Societies 

Governments
 

- Algeria - 103 tents 
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- Australia - t50,000 cash to League for tents
 

- Bahrain - bedding, blankets, clothing, cooking stoves, and 7 MT medical
 
supplies all valued at $425,000 (BD 170,000)
 

- Belgium - 4,000 blankets
 

- Canada - t139,500 (Canadian J175,000) 
to League; $325,000 (Canadian
 
$400,000) through UNICEF for 2,000 tents
 

- Denmark 
- $87,404 to UNICEF for tetanus vaccines; $41,666 (350,000 kroner)
 
through Danish Red Cross
 

- Djibouti - 216 tents 

- Egypt - airlift of 40 Y" medicines, 11 HT canned food, 3,000 tents, 4,500 
blankets 

- Federal Republic of Germany - 26-person search and rescue team with sniffer 
dogs; 44 technicians in electrical and water connections and demolition;
 
$13,250 (32,000 marks) in conjunction with the FRG Red Cross; 750 tents;

18,000 blankets; 2.5 MT children's clothes; 4 doctors and orthopedic

instruments in conjunction with the FRG Red Cross; 
2 generators
 

- France - 300 tents; geological team; 2 HT clothes; 
2 HT medical supplies;

2 helicopters; 2,000 NT wheat; 700 blankets; 5 large hospital tents; 
4.1 NT
 
soap and antiseptics; 100 kg antibiotics; 100 kg food
 

- German Democratic Republic - 170 tents; *62,500 (DM 150,000) worth of
 
medicines to the Yemen Arab Red Crescent
 

- India - medical team; sanitation expert; 1,100 blankets; 10.8 MT medicine 

- Italy - orthopedic surgeons; 357,782 (500 million lire) worth of medicines 

- Japan - $500,000 in cash 

- Jordan - 17-person medical team 

- Kuwait - medical team, medicines, and relief supplies 

- Libya - 100 tents; 20-person medical team 

- Netherlands - 165 tents; 360 kitchen sets; 4,000 blankets; medicines;
 
canvas; total value of supplies - $202,000 (540,640 Guiiders); $936,330

(2.5 million Guilders) to repair eamage to development projects; *1,872,660

(5 million Guilders) for housing reconstruction; t936,330 (2.5 million
 
Guilders) for food aid
 

- Norway - 5,000.blankets; t214,1. (1.5 million Kroner) to Redd Barna
 
(Norwegian Sav the Children Fund)
 

- Oman - five planeloads of supplies including 100 tents,
 
1,500 blankets, food, 6 HT medicine; 900 additional tents
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- People's Democratic Republic of Yemen (South Yemen) - 26-person medical
 

team, medicines, and relief supplies
 

- Qatar - medical team, medicines, and relief supplies including 1,000 tents
 

and 5,000 blankets
 

Saudi Arabia - 50-bed field hospital, 37 medical and support personnel,
 

five C-130 loads of medical aid and 40 planeloads of other relief aid
 

including blood plasma, dextron, antibiotics, analgesics, oxygen cylinders,
 

splints, surgical equipment, blood transfusion apparatus, 3,000 tents,
 

6,000 mattresses, 19,000 blankets, 15 HT baby food, 300 MT food in 50 kg
 

boxes; $30 million (100 million riyals) allocated for emergency assistance
 

- Somalia - 50 tents, 100 tons fresh food, medical team
 

- Sweden - 35,r'0 blankets valued at $230,000 to UNICEF; t205,580 (1.5
 

million kroner) worth of tents and clothes through the Swedish Red Cross
 

rescue team with sniffer dogs; medical personnel;
 

6 HT medical equipment; 4 MT tools and rescue supplies; 860 kgs blood
 

plasma; 35,000 blankets through UNICEF; water purifying equipment, 160
 

tents, and 1,000 blankets all through the Yemen Arab Red Crescent
 

- United Arab Emirates - medical and food aid; 39 medical personnel
 

- United Kingdom - plans to supply 500,000 water purification tablets; mobile
 

workshop; t16,140 (L 10,000) through UNICEF/CRS; 300 surgical masks; 5,000
 

liters insecticide valued at t28,225 (-E17,000)
 

- U.S.S.R. - 145 tents; 2.5 MT medical supplies 

Voluntary and Private Organizations 

- Caritas/Belgium - t3,000 to CRS 

- Caritas/FPC - $41,580 (100,000 marks) to CRS 

- Caritas/Italy - 17,407 (10 million lire) to CPS 

- Caritas/Switzerland - t24,650 (50,000 Swiss francs) to CRS 

- Caritas/Norway - 600 tents valued at $150,000 

- Danish Red Cross - 25 large tents 

Diakonisches Werk/FRG - t41,580 (100,000 marks) to CRS 

French Red Cross - one MT protelui tablets 

FRG Red Cross - ship "Flora- with six 30 YW generators and 30 collapsible 

water tanks 

- Italian private contributors - 5,000 kitchen sets 

- Switzerland - search and 


- League of Red Cross Societies'- services of a League delegate; $246,500 
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(500,000 Swiss francs) for local purchases and op.-rations including $10,000

for cooking utensils and $5,000 for hospital linens; appeal to national
societies for aome $1.47 million (2.975 million Swiss francs) on behalf of
the Yemen Arab Red Crescent; 17 national societies, 3 governments, and the
EEC have announced contributions in cash, in kind, and in services valued
at $1.13 million (2.3 million Swiss francs); supplies being provided
include 2,020 tents, 29,200 blankets, 16 :XTclothing valued at t40,000, and
 
2,000 sets hospital linen
 

Libyan Red Crescent - 50 tents
 

Netherlands Red Cross 
- *10,000 (25,000 Guilders)
 

Oxfam/U.K. - 19,000 blankets; three 10,000 gallon and five 2,000 
gallon

water 
tanks; 50 rollm plastic sheeting valued at $12,097 (L 7,500)
 

- Philips Co. (Netherlands) - portable x-ray unit 

- Radda Barnen (Swedish Save the Children Fund) 
- 5,000 blankets 

- Redd Barns (Norwegian Save the Children Fund) 24-hour emergency medi'.al
 
clinic care
 

Swiss Red Cross 
- 173 family size tents valued at $68,849
 

U.K. Save the Children Fund - 24-hour emergency medical clinic care;
 
assessment team
 

Total value of assistance from the international community (not including the

U. S.) reported to date: $40,771,024
 

Martin D. Howell
 
Director
 
Office of U.S. Foreign
 
Disaster Assistance
 

Are we giving any thought to transferring any AID development
funds toward reconstruction? 

Mr. JOHNSON. Only on a very modest scale. Allow me to say thisfirst, however. The World Bank has fielded a team that went toYemen to assess the damage. They returned in early February. Weexpect their damage report to be issued rnmentarily.
We have also fielded a team from the U.3. Geological Survey to assess the prohability that these kinds of quakes would occur again.Unfortunately the bad news is that they may very well occur 

again.
Mr. HAMILTON. Do you need any special authority to make these 

transfers? 
Mr. JOHNSON. We don't believe so, sir. In particular, we are interested in helping to repair small village water systems, and webelieve that we can do that under one of our projects which does in

fact construct water systems.
Mr. HAMILTON. Suppose we had an amendment to mandate re

co"-truction efforts, would you support it or oppose it? 
.,ir. JOHNSON. I think it is too soon for us to know. We would liketo have a look at the World Bank report and see what their assessment is, and then come to a better understanding of what the gov

ernment's intentions are. 

18-551 0-81---1 
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Most of the physical damage is in what might be called the pri
vate sector, damage to private housing, and we believe that the 
government's intent is to focus on public infrastructure. So we 
would like to have a better understanding of the requirements. 

U.S. TRAINING PROJECTS 

Mr. HAMILTON. Do we have some North Yemenis here in the 
United States who participate in training projects of one kind or 
another? 

Mr. JOHNSON. Who are receiving training at U.S. colleges? 
Mr. HAMILTON. Yes, in the United States. 
Mr. JOHNSON. This year, about 225 from Yemen. 
Mr. HAMILTON. Are there any Soviets in North Yemen? 
Mr. JOHNSON. Yes, sir. 
Colonel McKALII,. Mr. Chairman, there is a fairly sizable force of 

military advisors there. 
Mr. HAMILTON. How many? 
Colonel MCKALI,. The latest figure that sticks in my mind is

again I hate to use the word advisor, technicians, call them what 
you will-a couple of hundred. 

Mr. HAMILTON. So here is a country getting military assistance 
from both sides. 

Colonel McKALII. Yes, sir. 

SOVIET SUBVERSION OF U.S. MILITARY SUPPORT 

Mr. HAMILTON. What assurance do we have that the military 
support we are giving to Yemen isn't diverted or subverted by the 
Soviets? 

Colonel MCKALIP. I think the best assurance is twofold. One, we 
do have personnel there overseeing our projects. Second, interest
ingly, the way the Yemenese ha-ve organized their forces is to equip 
one brigade of their ground forces primarily with U.S. equipment, 
and the other brigades with the Soviet equipment. They themselves 
keep them very much separated. 

The same in the air Force, there is a small number of F-5 air
craft of U.S. origin and once again they are relegated to one corner 
of the military. 

Mr. HAMILTON. Would the Soviet aid exceed ours? 
Colonel MCKALI,. I would estimate that it would. 
Mr. PLACKE. May I interrupt for just a moment, Mr. Chairman. 
Mr. HAMILTON. Yes. 
Mr. PLACKE. The last Soviet arm purchase that Yemen made was 

2 years ago and it was on credit, the terms of' which we don't have 
complete information on, but it was in excess of $1 billion. 

Our assistance program is primarily directed toward training Ye
menis to operate military equipment that was purchased from the 
United States by Saudi Arabia or for which the funding was pro
vided by Saudi Arabia. So the equipment really is not part of this 
military program. It is training to enable the Yemen forces to use 
it effectively. I think we could demonstrate, if you wish, for the 
record, a quite favorable comparison in performance of U.S-versus 
the Soviet-equipped units. 
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OMANI AND SOUTH YEMENI TENSIONS 

Mr. HAMILTON. There has been tension, has there not, between 
Oman and South Yemen? 

Mr. PLAChE. Yes, sir. 
Mr. HAMILCON. What is the status of that?
Mr. PLACKE. The insurgency that was sponsored from the southhas reached a level much lower than at any point in recent years.The North Yemen military forces have had a string of'successes inpushing the insurgents, for the most part, back across the borderand into a small pocket still on the North Yemen side of theborder. This has been brought about principally because of diminished support for the insurgents by the People's Democratic Repub

lic of Yemen. 
The political relationships between the two Yemens, which isvery difficult to divide, continue to at least pay lip service to aneventual union between the two, but the contrast in their interests

and the contrast in their policies remains very sharp. 

FMS INCREASE FOR JORDAN 

Mr. HAMILTON. Let me go back to Jordan for just a minute.Mr. Placke, would you state again why we have this very largeincrease for Jordan. You go from $40 to $115 million. 
Mr. PLACKE. The increase is not as large as those figures wouldsuggest, Mr. Chairman. The administration's request for fiscal year

1983 was $75 million. 
Mr. HAMILTON. You are not going to get the $35 million, so you

are going to go from $40 to $!15.
 
Mr. PLACKE. 
 We believe that the $75 milliGn was justified.Mr. HAMILTON. I understand that, but as a practical matter youare going from $40 million to $115 million. Why do we need such a

big increase? 
M:-. PLACKE. To begin to recover from the very long period of alow level of funding, at least for the aspects of their programwhich we are interested, and to permit the Jordanian forces, quite

in 

apart from the question of .ir defense, to maintain and to modern
ize themselves. 

THREAT TO JORDAN 

Mr. HAMILTON. Do we believe that the threat to Jordan has increased substantially; is -hat the reason we are giving this in
crease?
 

Mr. PLACKE. I would not draw that kind of direct parallel, no, sir.I think we believe that the threat has been significant throughout
this period.

Mr. HAMILTON. That threat comes only from Syria?
Mr. PLACKE. That is the principal source at this time. 

1982 FMS SALES TO JORDAN AND 1983-84 PROJECTIONS
 

Mr. HAMILTON. Jordan purchased $140.8 million of equipment

fiscal year 1982. We want to know what the amount of FMS credit

in 

sales in 1982 to Jordan was and what your projections are for FMS 
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sales for 1983 and 1984. You can furnish that now or for the record, 
as you choose. 

Colonel McKALIP. The actual sales to Jordan in fiscal year 1982 
under the foreign military sales program, that is a combination of 
cash and credit, were $140 million. We are estimating in 1983, $300 
million, and a similar figure in 1984. 

Mr. HAMILTON. What are they going to be purchasing, $300 mil
lion worth of equipment? 

Colonel McKALIP. Yes, sir. 
Mr. HAMILTON. Who is paying for it? 
Colonel MCKALIP. The Hashimite Kingdom of Jordan will pay for 

the amount in excess of credits. 
Mr. HAMILTON. Where is that money coming from? 
Colonel MCKALIP. I am sure that part of their expenditures 

would be from the grants they receive from the Arab League. 
Mr. HAMILTON. What is that going to be used for, that is a big 

increase. 
Colonel McKALIP. I think, as my State Department colleague has 

said, we are trying to recover or help them to recover from a 
period of--

Mr. HAMILTON. Let me put it this way, is any of that for sophisti
cated stun? 

Colonel McKALIP. Let me tell you what it is for and maybe you 
can draw the conclusions. I am afraid of this word "sophisticated" 
because in this day and age sophisticated covers a lot of things. 

We know they are interested in acquiring a new generation of 
antitank missiles, something to replace the Dragon missile which 
they now have; this would probably be the Viper. We know they 
are interested in some additional armored personnel carriers. We 
know they are interested in a variety of tactical communications 
equipment, radios, microwave. 

We know they are interested, and this certainly is not sophisti
cated, in a number of wheeled vehicles. This is one area they have 
allowed to decline, and they need a lot of cargo trucks and jeeps 
and the like. 

We know that they are interested in significant purchases of mu
nitions for their stocks. They have indicated to us that they feel 
that theiL stockpiles of ammunition are insufficient. 

We know that they are interested, and let me make a distinction 
here, in purchasing a man-portable air defense missile system. 

Mr. HAMILTON. Let me cut through. I appreciate that and it is 
helpful to me, but none of this $300 million is going to be used to 
purchase the F-16, the F-5G, or the Hawk missile. 

Colonel McKALIP. No. 
Mr. HAMILTON. Perhaps on such a positive note, we will end. 
Mr. Levine, do you have any further questions? 

U.S. ROLE AS A WORLD ARMS SUPPLIER 

Mr. LEVINE. I don't want to stop you from ending, Mr. Chairman, 
but I have just one real broad question that has been percolating 
through my mind during this hearing and some of the others, and I 
might as well just ask it of Mr. Placke. 
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As I sit and listen to this testimony, and it is not really directedspecifically at today's testimony, it involves the variety of requeststhat we get from various parts of the world.As I listen to this testimony and general testimony about thesearms requests here, there, and elsewhere, I guess I have an underlying gnawing concern about the wisdom for our nation to be sosignificantly involved in being essentially the arms supplier and arms seller to so many parts of the world.It seems to me that we keep increasing the level of armamentsand the sophistication of armaments. We keep supplying more andmore to Jordan when they think they need it. We are supplyingmore to Saudi Arabia when they think they need it. We are sort ofraising the stakes, raising the levels, and this is not only true inthe Middle East but in other parts of the world as well.
Could you just tell 
me broadly why it is in our national interestto pursue that type of a policy?

Mr. PLACKE. I am afraid, Mr. Levine, that I wouldn't be able toaddress the broad policy question that you are raising, which isreally an arms proliferation question. I think that it is quite a serious question, and I am not competent to address it on a global
basis.

I think all we can do is describe to you the security requirements, and their political dimensions as we see them in these specific cases, not only the three we have addressed today, but moregenerally throughout this region of the world. I think the question
you are raising is a much broader one.

Mr. LEVINE. Could you answer it just with regard to the Middle 
East? 

Mr. PLACKE. In each of the three instances that we have addressed today, with Yemen being the least of those, there are broadregional security interests that go beyond the Arab-Israel dimension, and we think these security assistance requirements will go along way toward addressing them.

Part of it is the thrust of the Soviet Union into that region; what
has happened in Afghanistan; the instability in Iran; the continuing turmoil between Iran and Iraq; the tensions that are currentlysubmerged but still exist between North and South Yemen; Sovietsupport for Ethiopia; the machinations of Qadhafi, and so on.It is quite a bubbling stew. What we have talked about today is
somewhat piecemeal 
 and it acesn't give you the comprehensive

overview that I think you are seeking.
Mr. LEVINE. I appreciate your response. As a new member of thecommittee and the subcommittee, this is a general area that I willcontinue to be interested in and I would like to be able to pursuewith you and other people in your department on a subsequent

date. 
Mr. PLACKE. Please do. 
Mr. LEVINE. Thank you.Mr. HAMILTON. youThank very much, gentlemen. We will besubmitting some questions to you in writing.'
The subcommittee stands adjourned.
[Whereupon, at 11:55 a.m., the subcommittee adjourned.] 

'See app. 8. 



FOREIGN ASSISTANCE LEGISLATION FOR 
FISCAL YEARS 1984-85 

Public Witnesses 

MONDAY, MARCH 1.1, 1983 

HOUSE OF REPRESENTATIVES, 
COMMITTEE ON FOREIGN AFFAIRS, 

SUBCOMMITTEE ON EUROPE AND THE MIDDLE EAST, 

Washington, D.C.
The subcommittee met at 2 p.m., in room 2172, Rayburn HouseOffice Building, Hon. Lee H. Hamilton (chairman of the subcom

mittee) presiding.
Mr. HAMILTON. The meeting of the subcommittee will come to 

order. 
Today, the Subcommittee on Europe and the Middle East meetsto hear testimony from public witnesses on the foreign assistance

requests for fiscal year 1984 for countries in the regions under the 
subcommittee's jurisdiction.

Before announcing our panel of witnesses, the Chair would liketo request that, due to excessive printing costs in connection withstatements and extraneous material submitted for the record,which totaled close to $5,000 during the past 2 years, that witnesses
limit the material you wish to submit to eight pages.


Our witnesses today are 
made up of three panels. The first andsecond panels will be on programs for the Middle East,; and the
third panel for countries in the Eastern Mediterranean. 

We have asked all public witnesses to limit their opening remarks to 5 minutes in order to allow an opportunity for everyone
to speak. The light system here will turn red in 5 minutes and wit
nesses should at that time conclude their remarks.

We will hear first from Mr. Najeeb Halaby, chairman of' the
board of the American University of Beirut, and Dr. Malcolm Kerr,president of' the American University of' Beirut, who testifyingare
together, and Ms. Bernice Tannenbaum, former national president
of' Hadassah and chairman of' the Hadassah Medical Organization.

Mr. Halaby, we welcome you to the subcommittee again. We look 
forward to your testimony. 
STATEMENT OF NAJEEB E. IIALABY, CIIAIRMAN OF TIHE BOAR), 

AMERICAN UNIVERSITY OF BEIRU'T 
Mr. HALABY. Mr. Chairman, our president, Malcolm Kerr, will

give a statement from the American University of' Beirut, and he
and I will answer any questions you may have after his statement. 

PrevVk--.tZZ k 
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Mr. HAMILTON. Dr. Kerr, we are delighted to have you. 

STATEMENT OF MALCOLM I. KERR, PRESII)ENT, AMERICAN 
UNIVERSITY OF BEIRUT 

Mr. KERR. Thank you, Mr. Chairman. 
Mr. Chairman and members of the committee, thank you for the 

opportunity to appear before you today to discuss the American 
Schools and Hospitals Abroad program and the role of the Ameri
can University of Beirut in the reconstruction of Lebanon. 

When I appeared before this committee last July, AUB literally 
was in the midst of full-scale war in Lebanon. Together with Dr. 
Joseph Simaan, associate dean of our medical faculty, I described 
what the university and its personnel were doing, at risk to their 
own lives, to minister to the needs of a city and a country in chaos. 

Before the summer was out, American University Hospital had 
cared for 2,629 wounded without regard to creed or political fac
tion, and the university's help had been sought by the local and na
tional governments, international organizations such as the Red 
Cross, and the U.S. Agency for International Development. We re
sponded by assisting in medical, refugee, and public health prob
lems. 

I also had the opportunity last July to thank t',is committee for 
recognizing in its report on legislation to provide humanitarian as
sistance to Lebanon that AUB could make an important contribu
tion to relief and reconstruction. And we have had many occasions, 
both then and in the past, to thank you for your interest in and 
commitment to the ASHA program. 

I recall these events to emphasize to the committee the vital link 
between the goals of U.S. foreign policy and the ASHA program, 
which is now before you for reauthorization. In Lebanon last 
summer American University Hospital stood as irrefutable evi
dence that the United States cared. But the modern medical center 
which was able to accept and treat the wounded at a rate as high 

secas 70 new admissions in half an hour-a new patient every 25 
onds-would not have existed without the American Schools and 
Hospitals Abroad program. In the decade of the 1960's, ASHA 
grants totaling more than $31 million made construction of the 
new hospital complex a reality. 

Much the same could be said of many other aspects of the uni
versity's operations. Over the quarter century history of the ASHA 
program, AUB has been substantially assisted through grants both 
to strengthen general operations and to fund specific projects and 
programs. We are proud of our private heritage, which in fact 
stretches back for the better part of a century before the ASHA 
program and Government support became part of the picture. But 
we are a stronger university for the assistance we have received. 
We are in a better position to contribute to an understanding of 
the United States, to testify to American know-how and technol
ogy, and to convey the American values of the free exchange of 
ideas and the operation of a competitive, open economy. 

We offer for your consideration the thought that the ASHA pro
gram should be substantially expanded, not just to aid AUB-al
though your further support would be most welcome-but also to 
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the world. As the largest and oldest institution receivingfunds, we suggest that AUB offers an 

ASHA 
example of what can be ac

complished elsewhere.
The spirit of what I mean was captured only last week by Congressman Clarence Long, himself a professional educator as well aschairman of the Appropriations Subcommittee on Foreign Operations. In the course of hearing testimony from the ASHA programdirector, he expressed his hope that ASHA would be enlarged because it, more than any other within the Agency for InternationalDevelopment, contributes to improving the quality of leadership inthe countries we assist.
Although Chairman Long did not cite AUB as an example ofwhat he had in mind, he well might have. An analysis of AUBgraduates over the past 25 years reveals that more than 600 ofthem are now serving the region in such key roles as ministers ofgovernment, presidents and deans of universities, directors generalof government departments, and presidents of major publicprivate corporations. Across the entire spectrum, the leadership 

and
ofthis part of the world owes an incalculable debt to AUB, which notonly has educated many of them, but also has provided the intellectual stimulus for new ideas and new approaches to resolving theirproblems. The United States could not hope for a greater or moresalutary impact from its AID dollars.Institutions such as AUB make possible the true blending of cultures. That is why our faculty are not only welcome but activelysought out to help governments in the area meet their educationaland developmental needs. Some leading examples are summarized

in our prepared statement.
Assistance with reconstruction is now being planned with theMinistries of Health and Agriculture. Projects being contemplatedinclude: Development of a primary health care system, a survey ofthe damaged agriculture sector, evaluation of the feasibility of various projects in agriculture, and a training program for extensionpersonnel and staff' of the Ministry of Agriculture.I hope the committee will agree with me that the activities of theuniversity I have recited in my prepared statement give concrete
evidence that ASHA dollars to AUB do indeed contribute to AID's
developmental goals, and to the larger goal of enlarging understanding and respect for the United States. If you do agree, I urge
you to authorize for ASHA 
more than the $20 million of the past 2
years, so that AUB and its sister private institutions elsewhere in
the viorld may make even greater efforts in this direction.
The $20 million figure is not even equal to the average authorization over the past 14 years. As you will see by examining the attached table on the ASHA authorization and appropriation levelsfor each year since 1970, the mean is $23.7 million. The authorization in 1970 was $25.9 million, and as recently as 1982 it was $30million. Even these higher figures of past years, however, wouldnot meet even half the demonstrable need. The ASHA programoffice now receives applications for approximately $80 million eachyear, a doubling of the level of support requested in the mid-1970's.We thank the committee for inviting us to testify today, and asalways, we appreciate your interest and concern for the American

University of Beirut. 
[Mr. Kerr's prepared statement follows:] 
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PREPARED STATEMENT OF MALCOLM H. KERR, PRE.SIDENT, AMERICAN UNIVERSITY OF 

BEIRur 

Mr. Chairman and Members of the Committee. Thank you for the 
to discuss the Americanopportunity to appear before you today 


Schools and Hospitals Abroad program and the role of the American
 

University of Beirut in the reconstruction of Lebanon.
 

When I appeared before this committee last July, AUB literally
 

was in the midst of full-scale war in Lebanon. Together with Dr.
 

Joseph Simaan, Associate Dean of our 
Medical Faculty, I described
 

what the university and its personnel were 
doing, at risk to their
 

own lives, to minister to the needs of 
a city and a country in
 

chaos. Before the summer was out, m.merican University Hospital had
 

2,629 wounded without regard to creed or political
cared for 

faction, and the university's hei had been sought by the local and
 

the Red
national governments, international organizations such as 


Cross, and the 
U.S. Agency for International Development. We re

sponded by assisting in medical, refugee, and public health problems.
 

I also had the opportunity last July to thank this committee
 
legislation to provide humanitarian
for recognizing in its report on 


could make an important contribution
assistance to Lebanon that AUB 
to relief and reconstruction. And we have had many occasions-

both then and in -.:.. past--to thani. you for your interest in and
 

commitment to t e ASHA program.
 

events to emphasize to the con.sittee the vital
I recall these 

link between the goals of U.S. foreign policy and the ASHA program,
 

which is now before you for reauthorization. In Lebanon last
 

summer American University Hospital stuod as irrefutable evidence
 

United States cared. But the modern medical center which
that the 

was 
able to accept and treat the wounded at a rate as high as *0
 

patient every 25 seconds-new admissions in half an hour--a new 


would not have existed without the American Schools and Hospitals
 
1960s, ASF.A grants totaling
Abroad program. In the decade of the 


more than $31 million made construiction of the new hospital complex
 

a reality.
 

Much the same could be said of many other aspects of the
 
quarter century history of the
university's operations. Over the 


ASHA program, AUB has been substantially assisted through grants
 
fund specific projects
both to strengthen general operations and to 


and programs. We 
are proud of our private heritage, which in fact
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stretches back for the better part of 
a century before the ASHA
program and government support became part of 
the picture. But
we are a stronger university for 
the assistance we have received.
We are 
in a better position to contribute to an understanding of
the United States, to testify to 
American know-how and technology,
and to convey the American values of the free exchange of ideas
and the operation of a competitive, open economy.
 

IWe offer for your consideration the thought that the ASHA
program should be substantially expanded. 
Not just to aid AUB-although your further support would be most welcome--but also 
to
extend the reach of American ideas and values in other parts of the
world. As 
the largest and oldest institution receiving ASHA funds,
we 
suggest that AUB offers an example of what can be accomplished
elsewhere. The spirit of what I mean was 
captured only last week
by Congressman Clarence Long, himself a profeiuna l educator
well as 
chairman of the Appropriations Subcommittee on 
Foreian
Operations. 
 In the course of hearing testimony from the ASHA program director, he expressed his hnope 
that ASHA would be enlarged
because it, more 
than any other within the Agency for International
Development, contributes to improving the quality of leadership in
the countries we 
assist. 

l
 

Although Chairman Long did 
not cite AUB as an example of what
he had in mind, he well might have. 
An analysis of AUB graduates
over 
the past 25 years reveals that more 
than 600 of them are 
now
serving the region in such key roles 
as ministers of government,
presidents and deans of universities, directors general of government depart-nents, and presidents of major public and private corporations. Across 
the entire spectrum, the leadership of this part
of the world owes an incalculable debt 
to AUB, which not only has
educated many of 
them, but also has provided the irtellectual
stimulus for 
new ideas and new approaches to resolving their problems. 
 The Uhited States could not hope 
for a greater or more salutary impact from its AID dollars.
 

Institutions such as AUB make possible

cultures. That is why our faculty are 

the true blending of
 
not only welcome but actively
sought out 
to help governments in the 
area meet their educational
and developmental needs. Allow me to 
give you some examples.
 

1) American University Hospital 
and the Faculty of Medicine
have 
agreed to provide administrative and otaffing support for the
new Hariri Medical Center near 
the southern Lebanon city of Sidon.
The university's expertise in 
hospital management will assure the
oversight and training necessary 
to bring first-rate health care
to an 
area of the country where it previously has been inadequate.
Simultaneously, AUB medical residents will 
gain valuable experience

working at the Hariri Center.
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2) The university's Science and Mathematics Education Center
 

an on-going program to develop textbooks and teaching materials.
has 

The ministries of education of Lebanon, Sudan, and Jordan all have
 

been assisted. The largest contribution of all in this area,
 

however, has been with the Ministry of Education in Saudi Arabia.
 

ten years AUB has been involved in preparing science and mathe-
For 
textbooks for both elementary and secondary education. Thirtymat..cs 


nine books have so far appeared.
 

3) In Bahrain AUB helped establish and is involved in the
 

on-going management of the College of Health Sciences, which trains
 

health paraprofessionals. It also is participating with the
 

Bahrain Ministry of Health in the Office of Professional Standards
 

and Systems Analysis.
 

4) Numerous projects in agriculture are underway in Saudi
 
the Regional Agriculture
Arabia. One of the largest of these is 


and Water Research Center, which AUB assisted in establishing and
 

for which it now provides management support.
 

5) In Qatar AUB is working with the government to establish
 

a national system of primary and secondary education, and in the
 

United Arab Emirates the university is engaged in a national pro

ject to develop improved school curricula.
 

The added strength given AUB by ASHA support through the years
 

especially valuable return in the university's ability
has paid an 

to make a significant contribution to the reconstruction of Lebanon.
 

This work, I would remind the ccmmittee, did not just begin a few
 

months ago. 
 We have been assisting the Government of Lebanon's
 

Council on Development and Reconstruction (CDR) for several years.
 

in 1979 AUB completed a plan for detailed agricultural development
 

in Lebanon and finished a surveillance project on food-
 and water

borne disease. In 1981 the university developed for CDR a computer
 

sumulation model of the country.
 

The additional severe physical damage Lebanon suffered this
 

past summer has led 
to a new series of projects between AUB and the
 
(a)
Lebanese ministries and CDR. Tasks currently underway include 


establishing a unit for health systems planning, (b) providing
 
(c) creating a national
health surveillance and monitoring, ani 


health information system.
 

O :her assistance with reconstruction is now being planned with
 

the Ministries of Health and Agriculture. Projects being contem

plated include:
 

system
--Development of a primary health care 


--A survey of the damaged agriculture sector
 

--Evaluation of the feasibility of various projects
 

in agriculture
 

A training program for extension personnel and staff
 

of the Ministry of Agriculture
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I hope the committee will agree with me that the activities of
the university I have recited give concrete evidence that ASHA
dollars to 
AUB do indeed contribute to AID's developmental goals,
and to the larger goal of enlarging understanding and respect for
the United States. If you do agree, I urge you 
to authorize for
ASHA more than the $20 million of the past two years, so 
that
AUB and its sister private institutions elsewhere in the world may

make even 
greater efforts in this direction.
 

The $20 million figure is not even equal to
orization over the past 14 years. 

the a auth-


As you will see by examining the
attached table on 
the ASHA authorization and appropriation levels
for each year since 1970, 
the mean is $23.7 million. The authorization in 1970 was $25.9 
million, and as recently as 1981 it was
$30 million. 
 Even these higher figures of past years, however,
would not meet even half 
the demonstrable need. 
The ASHA program
office now 
receives applications for approximately $80 million each
year, a doubling of the 
level of support requested in the mid-1970s.
Last year fewer than half the institutions requesting assistance
actually received it, and those that did by 
no means had their full
 
needs met.
 

Inflation has had a profound impact on 
the effectiveness of
the ASHA program. As you will 
see from the attached table providing conversion ratios for 1970 
to later year dollars, it took
$2.49 in 1982 to purchase what $1.00 bought in 1970. 
 Since in 1970
both the authorization and appropriation for ASHA were $25.9 million,
and since that level of funding approximately met legitimate program
requests at the time, it is instructive to translate that year's
figure into 1982 equivalent purchasing power. Multiplying $25.9
million by the conversion factor 2.49, we 
see that today's funding
level would need to be $64.49 million to achieve the same 
program
objectives. 
 But in fact, the ASHA program is today trying to
 serve a much greater number and broader geographic distribution

of institutions, as mandated by the Congress several years ago.
 

We understand the desire to bring burgeoning federal deficits
under control and the responsibility of this committee, together
with the Congress as a whole, to balance demands on the 
tax dollar.
But we 
submit that the ASHA account is severely out of balance when
measured by the growth in other programs and the investment returns
to We hope you will act to
 
the United States achieved by ASHA. 


restore it to a more appropriate level of support. 
AUB stands
ready to continue its contribution to American education and
regional development which these funds help make possible.
 

We thank the Committee for inviting us 
to testify today, and
as always, we appreciate your interest and concern for the American
 
University of Beirut.
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AUTHORIZATION AND APPROPRIATION LEVELS
 
FOR ASHA
 

(By Fiscal Year)
 

Year 


1970 

1971 

1972 

1973 

1974 

1975 

1976 

TQ 


1977 

1978 

1979 

1980 
1981 

1982 

1983 


Authorization 


$25.9 million 

12.9 
30.0 
30.0 
19.0 
19.0 
25.0 

25.0 " 
25.0 o 
25.0 " 
25.0 
30.0 
20.0 
20.0 

Appropriation
 

$25.9 million
 
12.9 

20.0 

25.0 

19.0 

17.5 

19.8 

2.4 


19.8 
23.75 

25.0 

25.0 
20.0
 
20.0 

20.0 


" 
"
 
" 
" 
I
 
" 
" 
" 
" 
"
 
" 

" 
"
 

EFFECT OF INFLATION:
 
CONVERSION RATIO FOR 1970 DOLLARS
 

TO EQUAL 

Year 


1970 
1971 

1972 
1973 

1974 
1975 
1976 

1977 

1978 

1979 

1980 

1981 

1982 


PURCHASING POWER 

Ratio
 

1.00
 
1.04
 
1.08
 
1.14
 
1.27
 
1.39
 
1.47
 
1.56
 
1.68
 
1.87
 
2.12
 
2.34
 
2.49
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Mr. HAMILTON. Thank you very much. We appreciate your state
ment. 

I think all of us on the subcommittee have a great deal of admiration for the work done by AUB, particularly during the exceed
ingly trying times of recent years. We want to be receptive to your
requests.

You are aware, of course, that the Congress has been a fountain
of generosity compared to the administration. We have only a $7.5million request here from the administration, and that is for theentire ASHA program. And we have repeatedly authorized at least$20 million, and I am sure we will again this year, if not more. Butnot all the problem lies on Capitol Hill, as I think you can appreci
ate.

I think we will follow the procedure of letting all on the panel
testify before we ask questions.

Mrs. Tannenbaum, we would be very pleased to hear from you. 
STATEMENT OF BERNICE TANNENBAUM, FORMER NATIONAL

PRESII)ENT OF IIAI)ASSAII, AND CHAIRMAN, IIAI)ASSAII ME)I-
CAI, OR(;ANIZATION 
Mrs. TANNENBAUM. Thank you, Mr. Chairman and members of

the committee. 
My name is Mrs. Bernice Tannenbaum, I am the chairman of theHadassah Medical Organization, which is responsible for the operation and maintenance of Hadassah's medical facilities and programs in Israel. I am also a former national president of' Hadassah.
Hadassah has testified many times in support of' the ASHA program and I am very pleased indeed for this opportunity to testify

again.
It is because I feel so strongly about the impact of the ASHA program and its effectiveness in spreading American medical and edu

cational know-how in far corners of the world that I am 
here today
to testify on behalf of an increase in the ASHA 1984 authorization.

In relative terms, ASHA is a very small program which, in itsbest years, has had an authorization of no more than $25 million.


For the last 3 fiscal years the authorization was only $20 million.
In actuality, I cannot think of' many instances where so few dollars
have done so much to build and enhance America's image abroad,
while at the same time performing such a valuable service.


The American schools and hospitals abroad program does 
morethan achieve its stated objectives to strengthen the capacity of' pri
vate U.S.-sponsored 
 nonprofit schools and hospitals overseas. It
 manages to enhance the ability of those institutions fortunate

enough to receive a grant to reach out beyond their own borders in ways more significant than the actual dollar amounts represent.

With its vote of' confidence in the ability of an institution to rep
resent the United States abroad, the well-managed, well-adminis
tered and underfunded ASHA program has acted as vitala cata
lyst. It has enabled American schools and hospitals abroad to
transfer American capabilities and promote economic and social de
velopment in many needy countries. It has made it possible for in
stitutions to provide modern training and adapt American education and medicine to foreign cultures. It has also increased under
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standing between the people of the United States and those of 
other countries. Hadassah is proud tu be a part of such a worthy 
endeavor.
 

Hadassah is an American not-for-profit organization registered 
with the State Department. Founded in 1912 by Henrietta Szold, a 
Baltimore, Md., native, and 12 women with a vision, it has grown 
to encompass a membership of over 370,000 American women vol
unteers who dedicate countless hours in support of the Hadassah 
Medical Organization through 1,600 chapters in the United States 
and Puerto Rico. 

In the years since it was founded, 71 years ago, Hadassah has 
built a medical, research, teacliing, and service complex whose 
impact has been felt far beyond the borders of Israel. Under the 
umbrella of the Hadassah Medical Organization, Hadassah initi
ates and maintains extensive activities in preventive, diagnostic, 
and curative medicine, in medical education and in medical and 
scientific research in Israel. Moreover, its medical, dental, and 
nursing schools have supplied physicians, dentists, and nurses for 
medical institutions in Asia, Africa, and Central America, by train
ing students from those areas so that they might return home to 
help their own people. 

While Hadassah trains many of the future doctors and nurses 
from developing countries, its own physicians have been sent to 
more than 20 developing countries, including those with which 
they have no diplomatic link, to give medical assistance, partici
pate in special missions, and serve on World Health Organization 
panels. 

Through one of these assistance programs, Hadassah made dra
matic contributions toward the eradication of trachoma in Liberia, 
Tanzania, Ethiopia, Bwana, and other countries. With its work in 
the treatment of eye disease, the education of blind children, and 
the special training of local nurses and physicians, Hadassah par
ticipated in a comprehensive program which proved to be an out
standing example of cooperation at its best. 

In a broader context, Hadassah has also participated in a 
number of binational research projects. Israel's geographic location 
at the crossroads of Europe, Asia, and Africa has provided an op
portunity for making a special contribution in the treatment of ill
nesses which are endemic to developing peoples living in large 
parts of Africa and Asia. 

The World Health Organization recognized Hadassah's Depart
ment of Virology and the Leishmania Laboratory in the Depart
ment of Parasitology as international reference centers in the field 
of trachoma and leishmaniasis. It has cooperated with a Hadassah 
team in an international study covering India, Somalia, Brazil, and 
Fpain in testing the effectiveness of Thalidomide in suppressing re
actions in the treatment of leprosy. 

Many of Israel's professional staff people are American-trained 
and bring to their positions American standards and American 
know-how. Hadassah medical personnel frequently come to the 
United States for seminar courses and specialized training. In addi
tion, technical advisory committees composed of well-known, re
spected, and highly qualified U.S. citizens who are leaders in their 
respective fields are utilized as staff resources. On the whole, the 
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standards used for Hadassah's programs are based completely ontactics and procedures used in the American model of a teaching
hospital.

I do not believe that anyone here questions the value and the ef
fectiveness of the ASHA program, or that t'.e committee needs tobe convinced of the benefit accrued to the United States throughthis program. In my testimony I have attempted to show the vast range of activities which Hadassah, only one of the grantees, un
dertakes beyond its own boundaries to help countries in need. Unquestionably, the worth and the impact of this program could bestrengthened with an increase in the authorization for 1984.

That the program achieved as much as it did is a testimony tothe dedication and the commitment that both the donors and therecipients of the ASHA program have brought to it. How very
much more could be done. 

Our figures show that between 1975 and 1980, ASHA appropriations went from $17.5 million to $25 million. The $.5 million increase did not even keep up with the rate of in'lation; in realterms, to do so would have required an authorizatijn of $26.8 mil
lion. In subsequent years, not only were the appropriations not increased but, rather, they were decreased to $20 million for the last3 years. Using 1975 as a base year, a year during which the appropriation was quite modest, the 1984 authorization would have to
exceed $34.5 million in order to keep pece with inflation.

ASHA does many things. It helps those who need help, it disseminates American medical and educational know-how, and itpromotes the U.S. image abroad. It cannot continue to be effective
unless it is given realistic means with which to achieve its ends.Hadassah is grateful that it has been able to contribute its shareto the healing of the sick and the prevention of disease all over theworld. It is especially proud that the American standards of medi
cal care and equipment which it has helped to make the norm inIsrael are being transferred to developing countries in the service
of all people, without respect to color or creed.

Hadassah wants to continue to give this added dimension to itswork and, as the chairman of the Hadassah Medical Organization,
I respectfully request that the ASHA authorization for 1984 be in
creased to help make this possible.

Thank you.
Mr. HAMILTON. Thank you.
We are aware of the outstanding work done by you and your colleagues in Hadassah. We consider it one of the great medical insti

tutions in the world. We will be very pleased to support it. 
Mr. Winn. 
Mr. WINN. Thank you, Mr. Chairman.
I want to congratulate you on a fine presentation, and you and 

your organization for your fine work. 
I have no questions, Mr. Chairman. 
Mr. HAMILTON. Mr. Smith. 
Mr. SMITH. Thank you, Mr. Chairman.
I would like to congratulate both of the witnesses, not only forfine presentations, but . bviously what they have been doing over

the years in their various organizations. 

18-551 0-83---16 
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I would be very curious to ask either one of the gentlemen associ
ated with the university what the status is at the present time, 
how much of an effect there has been on your programs and at
tendance and your overall ability to do what you need to do in 
terms of what has happened in Lebanon the last nine months? 

Mr. KERR. The effect of what, Mr. Congressman? 
Mr. SMITH. The effect on your ability to maintain your level of 

teaching student attendance. 
Mr. KERR. The effect of our ASHA assistance are you saying? 
Well, we have for the present year a budget of $62 million ap

proximately. We had assistance of $5.5 million, including some 
emergency funds, supplemented by $10 million last summer to 
meet the deficit in our hospital. 

I would say that without the overall assistance of $15.5 million 
that we received last year, we would not be in business any longer. 
In normal times you could put the level lower. But even then, 
coping with a deficit of $4 million a year would be beyond our 
means. I would say that it makes all th,: difference between an in
stitution that can keep its head above water and conduct proper 
academic business and medical business and one that really would 
have to cut itself to the bone and operate a third-rate institution. 

So we consider this assistance valuable and essential assistance 
to us. 

Mr. SMITH. How would you characterize the administration's re
quest in terms of its impact on your ability to do what you need to 
do? 

Mr. KERR. The $7.5 million? 
I don't see how we could expect to receive more than a fraction 

of what we have been accustomed to receiving. I think it would be 
a very grave blow to us. 

Mr. SMITH. I am not sure that answers my question. 
How would you characterize the Reagan administration's propos

al in the budget for your assistance? 
Mr. KERR. Inadequate, sir. 
Mr. SMITH. Thank you. 
Mr. HAL BY. Could I supplement the first question? 
We got $4 million out of the $20 million that you voted last year 

from the ASHA fund. And that was the deficit up until the tragedy 
of last summer. We could not live off endowment for many months. 
Therefore, that S4 million was lifeblood to us. It enabled the presi
dent to open the university this year and enroll almost as many 
students as last year, namely, 4,800. And therefore that $4 million 
was the margin that enabled us to proceed, even if there had not 
been strife in Lebanon last summer. 

Mr. SMITH. Let me ask you this, then. Based upon that and the 
fact that that was so helpful, did you have any input into this 
budget process?

What was your request to the administration? 
Mr. KERR. Our request this year was $6 million, about $6 million 

as I recall. 
Mr. SMITH. Havr you hiad any further conversation after the 

budget has been submitted as to why the dollar amount is not the 
same, in terms of your saying that it is inadequate, why it is that it 
is inadequate. What reasons 2ld they give you for that? 
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Mr. HALABY. I think the general budget deficit is the reasongiven. And I guess it is fair to say that the expectation that you in your wisdom would add to the request in any case. 
Mr. SMITH. Is that your expectation or the administration's?
Mr. HALABY. I believe it is both ours and theirs.
 
Mr. SMITH. Thank you.

Mrs. Tannenbaum, again let me compliment you. I am very, veryfamiliar with Hadassah. My wife has been a member for many

years.
If you had to for your own sake and for the sake of those I knowyou are concerned about, who don't have direct impact on your organization but have the same goals and do the same kind of workin other areas, had to pick a number, what would you say is thenumber that you would be wanting as a request for authorization

for these types of programs?
Mrs. TANNENBAUM. For the total program or just for Hadassah? 
Mr. SMITH. For both, if you can.
Mrs. TANNENBAUM. I would say even 
to keep up with inflation,the $20 million would have to be about $34.5 million.For the total request, I would think about $35 million would be anice increase. It would not permit us to do very much more thanwe are doing now, because inflation has eaten up the possibilities.However, Hadassah has just submitted a forrequest $4 millionplus. We received $1 million last year. It was barely adequate. We,too, are running on a deficit budget. In that respect, we have a lotin common with the University of Beirut.In order to conduct the special programs that our organizationmaintains to administer the program in the best possible way, webelieve that the $4 million we

for 
requested is not an exorbitant grantus to receive. However, realistically, I would assume that weshould receive something greater than the $1 million we got last 

year.
Mr. SMITH. Would I be correct in saying that the United Statesstands to benefit a great deal as a country from the work that isdone by these hospitals overseas, not only Hadassah but some ofthe other medical facilities, that much research is being carried on
that might go begging in the United States 
were it not being givenpriority in other countries? You gave one example with the Thali

dimide research.
 
Are those types of research ongoing that the United States would
 

not be getting as a result?

Mrs. TANNENBAUM. Absolutely. If you gave me a hour or two, Icould recite a long list of such programs. Basically we conduct oneof the best tertiary care institutions in the Middle East. Withour kind of high-level teaching institution we can offer our servicesin the fields of research, medical care, and training to Israel and toother countries, particularly to many countries in Asia and Africa.It would be a d' -ervice to the goals of the United States if we weredenied this smini sum of money in order to carry on these programs. It is of benefit both to the recipient and to the donor. 
Mr. SMITH. Wouldn't you-and I invite a response from either ofyou gentlemen-characterize these types of programs and themoney that the United States funds into these programs as almostthe same as economic aid, raising the level of standard of medical 



220
 

care, of intelligence, of intellect, of training in these countries 
which are the recipients ultimately of the aid, so that it is not just 
really a separate category we are dealing with but an integral part 
of what it is that the United States needs to do around the world to 
possibly circumvent more-I hate to use the word, it is so battered 
about these days-more El Salvadors? 

Mrs. TANNENBAUM. I would agree completely. 
One of the courses we have been conducting is for public health 

practitioners. Last year, we trained 30 graduates from countries in 
Asia and Africa, who will now be able to offer their countrymen 
proper public health and preventive measures as a result of the 
training they received. We could not offer this kind of service with
out the le-el of assistance that you are discussing. 

Mr. Sl.ITH. One final question. 
Mr. Halaby or Mr. Kerr, in fact don't you have programs at the 

University of Beirut that are in reality educating people who are 
going to go back into the countryside in Lebanon or in other coun
tries and do the same kinds of things you are doing on a smaller 
local-level basis? 

Mr. KERR. This is precisely the purpose of our university since its 
inception, yes, sir. 

Could I add one other point, Mr. Congressman?
I think if you looked for the return on U.S. Government money 

spent in the Middle East, I cannot see what could be more valua
ble, dollar-for-dollar, than money spent in the educational and 
medical research fields. 

I think everything Mrs. Tannenbaum has said with regard to Ha
dassah applies also to us. This is money in very, very small 
amounts which yields an enormous return. 

Mr. SMITH. I couldn't agree more. 
Thank you, Mr. Chairman. 
Mr. HAMILTON. Mr. Levine. 
Mr. LEVINE. Thank you. 
I would 'ike to thank the witnesess for their testimony and com

pliment each of you for the fine work you and your organizations 
do. 

I have no questions. 
Mr. HAMILTON. Mr. Zschau. 
Mr. ZSCHAU. No questions. 
Mr. HAMILTON. Thank you very much for your testimony this 

afternoon. 
We will now ask panel No. 2 to come forward: 
Mr. Thomas A. Dine, executive director for the American Israel 

Public Affairs Committee, and Mr. Douglas M. Bloomfield, legisla
tive director for the American Israel Public Affairs Committee; 

Dr. Jame Zogby, Director, American Arab Anti-Discrimination 
Committee; 

David J. Sadd, executive director, National Association of Arab 
Americans: 

Ms. Frances Neely, legislative secretary, Friends Committee on 
National Legislation; 

Mr. Robert Basil, chairman, American Lebanese League, and 
Mr. Jawad George, executive director of the Palestine Congress 

of North America. 
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Just for the benefit of my colleagues on the subcommittee, Ithink the way we will proceed is to hear from each of our witnesses, each will be operating under the 5-minute rule-we willjust go right down the table from my right to left. Then at the conclusion of the testimony, we will go to questions of the subcommit

tee members. 
Mr. Dine, you are first in line. 

STATEMENT OF THOMAS A. I)INE, EXECUTIVE )IRECTOR,
AMERICAN ISRAEL PUBLIC AFFAIRS COMMI'TEE
 

Mr. DINE. 
 Thank you, Mr. Chairman, for the opportunity to testify before this distinguished subcommittee on the proposed foreign
assistance authorization bill for fiscal year 1984.

The American Israel Public Affairs Committee is an organizationof Americans who value and deeplyare committed to strengthening the already strong moral and strategic bonds between our country and Israel. As you know, on AIPAC's Executive Committee sitthe presidents of 38 major American Jewish organizations, representing a membership of 4.5 million throughout the United States.In the context of formulating a realistic foreign policy, which Ibelieve recognizes the difference between the desirable and the essential, as well as between the desirable and the attainable, threecritical questions lie before this policymaking subcommittee.
First, how does aid to Israel serve the national interest of the

United States? 
Second, is the amount under consideration proportionate to the

U.S. interest? 
And third, how does the amount correspond to Israel's legitimate

requirements?
 
Let me try to answer these.

Israel is the only country in the 
Middle East with meaningfulfree elections, a robust and unfettered free press, checks and balances to prevent and correct abuses of authority, extensive equalityfor women, and other safeguards and rights that are typical of afree society. It stands in sharp contrast to the other countries ofthe region, which include monarchies like Saudi Arabia, where allpower is permanently concentrated in the hands of 3,000 wealthyrelatives, and ordinary people are under constant surveillance bythe religious police and internal security forces, and dictatorshipslike Syria, where the army recently slaughtered 10,000 of its own 

citizens. 
We now see in the United States an energetic campaign by adversaries of the U.S.-Israel relationship to undermine the ties between the two countries. The method applied is to focus attentionexclusively and relentlessly on any aspect of Israel which puts theJewish state in a negative light, and thus to erode the relationship.Israel, although a vibrant democracy, has, like the United Statesitself, unsolved social problems. But it is, in any honest accounting,

one of the great success stories of the democratic experience in themodern world. Not one of the Arab countries, whose interests theanti-Israel propagandists seek to promote, has anything approaching the standard of democratic rights and civil liberties which
Israel maintains. 
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In a wider perspective, Israel compares quite favorably to the 
other recipients of U.S. aid in the Middle East, Northeast, South
east, and South Asia, Africa, the Caribbean, and Central America. 

The U.S. interest in Israel also has a strategic dimension. Israel 
is our only reliable and effective ally in the Middle East, and one of 
only two in the eastern Mediterranean. It sits in a vital position 
midway between Europe and the Persian Gulf, and has offered to 
the U.S. air and naval bases which others have declined to provide. 

It has played a critical role in cementing closer U.S. relations 
with Egypt by relinquishing the Sinai at great economic cost and 
strategic risk. It has stopped the drift of Lebanon into the Soviet 
orbit, dealing a vital blow to international terrorism at the same 
time. 

It has helped prevent Syria from invading Jordan in 1970 and 
1980, securing a pro-American government in that country. Its ac
tions have helped to make the Mediterranean Basin and the 
Middle East heartland secure against Soviet expansionism. 

Israel also helps the United States in the sphere of military pre
paredness. Israel's air force and navy are a significant factor in the 
East/West balance in the Mediterranean. Israel's action against 
the Soviet-supplied Syrian SAM's in Lebanon have dealt a vital 
blow to conventional weapons systems on which Moscow spends 
more than it does on all land-based nuclear weapons. The political
military information Israel provides to the United States makes a 
major contribution to U.S. intelligence. The strategic value of 
Israel to the United States is substantial. 

Compared to its moral and strategic value, the cost of aid to 
Israel is small. Fiscal year 1984 aid to Israel will be less than 1 per
cent the size of the U.S. defense budget, it will be less than one
thirtieth the amount we spend on NATO and European security. It 
will be a fraction of the cost of our support to the security of South 
Korea. Moreover, unlike many allies, Israel seeks no commitment 
of U.S. combat forces on its behalf. All of the aid requested for 
Israel is spent within the borders of our country. 

I conclude, Mr. Chairman, that aid to Israel is one of the most 
cost-effective security expenditures made by the United States. 

From the point of view of Israel's needs, it is important to recog
nize that net aid has declined rapidly in recent years due to infla
tion and to the growing burden of debt service on past loans. Net 
aid in constant dollars has declined by 65 percent in the past 9 
years and is now about one-third the former level. 

At the same time, Israel's needs have continued to increase as 
larger quantities of more modern arms have gone to Israel's en
emies at an accelerating rate. Some people, looking at last sum
mer's fighting between Israel and Syria, have concluded that Israel 
need no longer fear an Arab attack. But this conclusion is mislead
ing. 

The summer conflict in and over Lebanon between Israel and 
Syria is but a small piece of the picture. In the futurc, Israel must 
be prepared to defend herself against a much wider threat than 
just one Arab country. 

In the 1973 Yom Kippur war, 11 Arab countries contributed 
armed forces. Syria has mostly Soviet weapons, but other Arab 
states have superior systems provided by Western countries. Syria, 
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itself, is rearming at an alarming rate. And Israel must also takeaccount of the possibility of a direct Soviet threat. SovietTheUnion now has 7 airborne divisions much more capable of rapid in
tervention than they were in 1973.

People forget that the Arab aggregate now has almost as manytanks and combat aircraft as NATO, and that Israel is a tiny country of 4 million which must prepare against this threat, and fight 
on its own. 

On page 13 of my prepared testimony is a chart showing the military balance. Israel faces a much greater imbalance than thatfacing NATO in Europe than that facing the South Koreans.I have provided you with a full written statement containing
background material on these questions-and with a booklet on thestrategic value of Israel to the U S. Air Force.

Let me conclude by observing that, as polls taken in 1983-Gallop, Harris, and the Washington Post/ABC-show, the generalAmerican public is favorably disposed toward Israel and Americans agree that aid to Israel serves the national interest of the United 
States.
 

As you consider the Foreign Aid Authorization/Appropriations
bill before you, and the Israel account in particular, it i,; importantto note that net aid for Israel has declined by 65 percent in realterms over the past 9 years, while Israel's importance to the
United States remains essential.

I urge this subcommittee to vote in favor of an appropriate portion for Israel in the context of our whole foreign aid effort andfurthering U.S. interests in the region and worldwide. 
Thank you, Mr. Chairman. 
Mr. HAMILTON. Thank you, Mr. Dine.
[Mr. Dine's prepared statement follows:] 
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PREPARED STATEMENT OF THOMAS A. DINE, EXECUTIVE DIREcrOit, AMERICAN ISRAEL 
PUBLIC AFFAIRS COMMIrTEE [AIPACI 

Thank you, Mr. Chairman, for the opportunity to testify
 

before this distinguished committee. Appearing with 
me ts
 

Mr. Douglas Bloomfield, AIPAC's Legislative Director
 

Public Affairs Committee (AIPAC) appre

ciates the opportunity to express 


The American Israel 


our views on the proposed
 

Foreign Assistance Appropriation bill for FY 1984 and the
 

state ot U.S.-Israel relations.
 

AIPAC is a domestic organization of Americans who value
 

between our country and Israel. On our Executive
strong ties 


Committee sit the presidents of the 38 major American Jewish
 

organizations representing more 
than four-and-one-half million
 

members throughout the United States.
 

As this committee considers the foreign assistance
 

for FY 1984, it faces three essential
authorization for Israel 


questions. First, how coes assistance to Israel serve the
 

national interest of the United States? Second, is the amount
 

proposed proportionate to Israel's legitimate requirements and
 

to the national interest of the United States? And third, are
 

the objectives of the aid program consistent with the wider
 

objectives of U.S.-Israel relations and U.S. diplomacy in the
 

Middle East? I would like to take this opportunity to provide
 

nertinent background for your deliberations on each of these
 

three issues.
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I. How does assistance to Israel 
serve the national interest
 

of the United States ?
 

The United States 
 has both a moral and a strategic
 
interest in Israel. 
 Israel is the only country of the Middle 
East
 
with meaningful Iree elections, 
a robust free press, 
checks and
 
balances to prevent and correct 
abuses of authority, extensive
 
protections 
for the rights of individuals and minorities, basic
 
equality for women, and other 
safeguards and rights that are
 
typical of a free society. It stands 
in sharp contrast to the
 
other countries of the region, which include 
feudal monarchies
 
like Saudi Arabia, where all power is 
permanently concentrated
 
in the hands of a few wealthy princes 
and the ordinary people
 
are 
under constant surveillance by the religious police 
and
 
internal security forces, 
and dictatorships 
like Syria, where
 
the government recently slaughtered 10,000 
of its own citizens.
 

We now see in 
the United States an energetic campaign by
 
enemies 
of the U.S.-Israel relationship to undermine the 
moral
 
ties between the two countries. Their 
method is to focus 
atten
tion exclusively and relentlessly on any aspect of Israel which
 
puts the Jewish stat- in a negative light, and 
thus to erode the
 
relationship. 
 Israel, although a democracy, has, like the
 
United States itself, some 
unsolved social problems. But it is,
 
in any honest accounting, ine of 
the great success stories of
 
the democratic experience in 
the modern world. 
 None of the Arab
 
countries, whose 
interests 
the anti-lsrael propagandists seek
 
to promote, has 
anything approaching 
the standard of democratic
 
rights and civil liberties which Israel 
has maintained. 
 Aid to
 
Israel is based on 
a common Judeo-Christian and 
democratic heri
tage that is virtually unique 
in a world of imperfect nations
 
and imperfect alliances. In 
a wider perspective, Israel com
pares quite favorably 
to the other recipients oi United States
 
aid in the Middle East, Northeast Asia, Southeast 
Asia, South
 
Asia, Africa, the Caribbean, 
and Central America.
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Alongside the moral tie between the two nations, the United
 

States' interest in Israel has a strategic dimension. Israel is
 
•
 

r only permanent ally in the Middle East and one of only 
two
 

in the eastern Mediterranean. While we enjoy, for the moment,
 

good relations with a number of other countries in the region,
 

thesa are based on alliances with unelected ruling elites in
 

societies where the ordinary person has no special love for the
 

United States or for the Western world. As we learned in Iran,
 

such alliances with autocratic and unstable elites can be ended
 

by the next coup or revolution, or we can be thrown out by rulers
 

attempting to hold on to power by appeasing radical opinion.
 

In Israel, by contrast, the ordinary citizen, and the leaders
 

of all major parties, conceive their own interests as part of
 

the Free World. The alliance between the United States and
 

Israel is, therefore, above all a bond between the peoples of
 

the two countries, and it will endure long after these other
 

"friends," who are really temporary allies of convenience, are
 

gone.
 

The strategic value of this alliance to the United States
 

derives from Israel's geographic position in a vital area of
 

the Mediterranean and the Middle East midway between Europe
 

and the Persian Gulf, and from Israel's own strength and effec

the most powerful state in the region. President
 

Reagan has emphasized that the "paramount American interest in
 

the Middle East is to prevent the region from falling under
 

the dominatiou of the Soviet Union." In this regard,.Israel's
 

strength has played'a critical role in four cases:
 

tiveness as 


Egypt 	 Israel's willingness to relinquish the
 

Sinai, at great economic cost and strate

gic risk, has helped to wean Egypt
 
from the Soviet Union and to cement
 

closer U.S. ties with Cairo.
 

Lebancn - Israel stopped the drift of Lebanon
 
into the Soviet orbit by driving the
 

Syrians and the PLO out of Beirut,
 
thus allowing a ?ro-Western government
 

to come to power and creating a new
 
opportunity for creative American
 
diplomacy.
 

• ', 
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Jordan - Israel has twice helped the United States
 
to prevent Syria from invading Jordan, thus
 
enabling a pro-Western government to remain
 
in power in Amman.
 

Terrorism- Israel has dealt blow to
a vital inter
national terrorism, eliminating its global

headquarters in Lebanon and 
capturing thou
sands of terrorists operating from there
 
against other countries around the world.
 

As a result of these Israeli actions, the eastern Mediterranean
 
region, which once 
looked like fertile ground for Soviet adventur
ium, is evolving toward stable relations with the Western world.
now 


Thanks largely 
to the actions of lhraol, the Mediterranean basin
 
is now virtuall- an American lake, with the exceptions of Syria
 
and Libya. 
 This basic point has not escaped the attention of
 
Moscow, which understands better zhan some in the West the pro
found strategic value of Israel to the 
United St'es.
 

Beyond these cases, Israel is an important strategic for
asset 

the Uni.ted States, providing significant assistance to our defense
 
and intelligence establishments. Currently, Israel helps the
 

United States in the following ways:
 

* Israel provides the United States with intelligence on
 
Soviet equipment and on Soviet-allied forces in the Middle
 
East, and is prepared to provide more.
 

* Israel has demonstrated the vulnerability of Soviet SAMs
 
and interceptors in Lebanon, which may force the USSR to
 
divert large sums 
in Europe from force expansion to force
 
renovation and replacement and has also discredited the
 
weapons on which much Soviet influence depends.
 

* 	 Israeli air and naval forces are sufficiently strong to
 
challenge Soviet naval 
forces in the eastern Mediterra
nean, and are thus a significant factor in assessing

the East-West naval balance of power in that region.
 

* 	 Israel has provided considerable combat data on the per
formance of American military equipment, allowing the
 

.United States to correct problems and to incorporate im
provements without risk 
to American lives.
 

* 	 Israel has developed equipment and tactics which have
 
subsequently been adopted 
for use by the American mili
tary.
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* 	 Israel has directly aided in the improvement of American
 

weapors by developing improvements subsequently adopted
 
by the United States and by funding such programs in the
 
United States.
 

But the United States has not yet exploited the full strategic
 

advantage of cooperation with Israel. If the United States adopted
 

a systematic program of strategic cooperation, as proposed but
 

suspended a year ago, the areas of potential gain could include
 

the following:
 

* 	 Israeli hospitals could save American lives by caring
 

for the large number of American wounded likely to re
sult from a Persian Gulf war; indeed, no other solution
 
is presently visible.
 

* 	 Israel has offered to protect American lines of communi

cation in the eastern Mediterranean in a crisis, thus
 
freeing American aircraft for use elsewhere.
 

* 	 Israel has offered to make available air fields and 

ports to support American military deployments in the
 
Mediterranean and the Middle East.
 

* 	 Israel could be used as a storage site for preposition

ing of fuel, ammunition, and equipment for use by Amer
ican forces sent to the Middle East.
 

* 	 Relatively modest assistance from the United States 

and an agreement on strategic cooperation could expand
 
significantly the value of Israel as a naval ally.
 

But with or without these additional steps, cooperation with
 

Israel greatly enhances America's strategic position not only in
 

the Middle East and the Mediterranean but indeed throughout the
 

world.
 

Overall, then, the United States has both moral and strategic
 

interests in Israel, and the program of assistance for FY 1984 

which is before you serves both. It is a reflection of our concern 

for the security of Isra , in that it helps Israel to offset the 

massive quantities of arms that are flowing from most of the world's 

major production lines to countries hostile to Israel. Aid is also 

a reflection of our strategic interests, in that it helps our one 

permanent ally in the region to maintain its strength as an asset 

in the broader strategic arena. 
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amount
2. te the proposed proportionate to U.S. interests and
 
Israeli needs?
 
Aid to :srael has declined :onsiderably in real terms and in
 

proportion to aid
U.S. commitments worldwide 
over the past few
 
years. Still, 
it remains a substantial figure. A continuing
 
concern of Congress is how to determine the level of that is
aid 

appropriate in light of 
the national interest 
of the United States
 
and 
in terms of what is necessary to support the security of Israel.
 

The central purpose of aid to Israel is to ensure the security
 
and survival of a vital 
ally whose strength is an asset in the
 
wider international security system. 
 The ultimate purpose of
 
assistance 
to israel is essentially similar 
to the reason we keep
 
troops in Europe and Korea and 
a naval presence in the western
 
Pacific: to enhance international security by deterring aggression
 
and ensuring the defense of 
important friends 
and allies. To
 
determine whether our 
assistance to Israel is proportionate to U.S.
 
interests, :he appropriate measure is therefore 
an assessment of
 
the costs and benefits compared with 
other major expenditures on
 
international security.
 

-Y 1984 aid to :srael will be less I% the of
than size the U.
 
defense budget, under one-thirtieth if our expenditures on NATO
 
and European security, and a fraction 
of the :ost of our support
 
to the security of Korea. 
 Moreover, unlike 
many allies, :srael
 
seeks no commitment of U.5. 
combat forces on its behalf. :n
 
light of :he important role Israel plays 
in regional and Interna
tional securit-, 
which we have'iutlined, 
aid to :srael is one of 
the most zost-effectlvesecuritv expendlturesnade ti the Unied
 
States.
 

Moreover, a :nslzerazle Portion of :he :s: -1 :,r aid 
cc
 
.srae- Ls :"set cv t
cirect economic henefs:: : oe Uotec :aces. 
:srael is a substantal net i=per:er frc= c-e 
 - :t 3c:azes, scen-
Int cn ivI an I pors a*one about twIze .-a: i: rezeives in 
econcmi: assistance. Every dollar cf a-d is sent vc:n the 
borders of Uni:ed
:he States, and a oalor 
 ;ortIon:he total
of 

:onsists of loans 
-n whicn :srael has an excellent record of re
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payment. According to Peter McPherson, Administrator of AID,
 

every billion dollars of U.S. aid translates inzo 60 to 70
 

thousand jobs in the U.S.
 

But the benefit to the United States goes beyond the aid pro

cess itself. For example, when Israel defeated the Syrian's Soviet

supplied SAM and air defense systems in Lebanon, it impliciLly
 

dealt an important blow to one of the largest and most important
 

elements of the Soviet and Warsaw Pact military buildup in Europe.
 

The Soviet Union spends more on its SAM system in Europe than it
 

does on its entire land-based nuclear weapons complex. If we add
 

to the surface-based air defenses its expenditures on the MiG-21
 

and MiG-23 interceptors, which Israel also defeated, it spends
 

more on combined air defense than it does on its entire Navy.
 

Over time, the effect of Israel's actions will be to force the
 

Soviets to spend considerable sums on altering and replacing
 

important parts of this huge system. This means a significant
 

diversion of Soviet defense expenditures from force expansion to
 

force replacement, and from expenditure on offensive systems to
 

spending on a defensive one. While the resul:s for the United
 

States will not be visible immediately, the implicit effect is to
 

reduce by billions of dollars the Soviet defense buildup which the
 

U.S. .ust match.
 

Similarly, Israel's combat experience will over time affect
 

billions of dollars in U.S. defense expenditures, although here
 

again the full effects will take some time to unfold and will not
 

always be visible to casual observers. In the current period of
 

rebuilding the United States armed forces to meet the growing
 

Soviet challenge, each of the new systems we acquire involves
 

hundreds of millions or billions of dollars in research, develop

ment, procurement, operations, and maintenance costs. !; israel's
 

combat experience in Lebanon alters nly 5.' _f this ictivity-

and its experience in 1973 altered a good deal more--these savings
 

alone, in the form of diverting expenditures from less effective
 

solutions to combat proven alternatives--will have an economic
 

benefit to the United States comparable to the total cost of
 

foreign aid.
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These are but two examples. If we could 
give a dollar value to
 
the other areas 
in which Israel is a strategic asset to the United
 
States, such as the value of its air and naval contributions to the
 
Mediterranean balance 
and its role in securing pro-Western govern
ments in Egypt, Lebanon, and Jordan, it would be clear that 
the
 
total gain for 
the United States greatly exceeds the cost of aid.
 

The current level of assistance to Israel is 
thus easily justi
fiable in terms of the national interest of 
the United States. .he
 
next question is how it compares to Israel's 
legitimate requirements
 
in terms of the goals of the 
aid program.
 

The primary reason 
Israel nzmds assistance from the United States
 
is the enormous cost of maintaining a military balance. Israel is
 
a small state of four million people with a GNP 
of $21 billion which
 
must somehow defend itself against the relentless hostility of
 
confrontation states with times the
30 population and ten times the
 
GNP. Saudi Arabia's defense budget alone 
exceeds Israel's total
 
GNP. The combined defense budgets of just 
five Arab states (Syria,
 
Iraq, Jordan, Saudi Arabia, and 
Libya) are five of
times that Israel.
 

The people of Israel are proud and determined to be responsible
 
for their own defense. Unlike many other countries, they do not
 
intend today or ever to ask American soldiers to provide their
 
protection for them. 
 They also contribute the economic cost of
 
their own defense to the limit of their capabilities, spending a
 
much greater portion of their resources on security than the 
United
 
States, Europe, or Japan. 
 But Israel is not capable of matching
 
the unlimited expenditures of the Arabs and the Soviet Union.
 
United States aid is essential to maintaining a stable military
 

balance.
 

Israelis are 
deeply grateful for the substantial support that
 
the United States has provided over the past decade, and are well
 
aware that the United States 
above all countries has stood by them
 
during this difficult period. 'e Americans, both Jewish and 
Christi
an, who 
care about Israel share this feeling and a great pride
 
that our nation has honored its tradition of standing by a vital
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ally. I come before you today to express our thanks to the Congress.
 

However, we are also concerned by th, unhappy reality that net
 

aid to Israel is declining rapidly due to inflation and the grow

ing burden of service on past loans, while the accumulation of arms
 

by hostile countries continues to accelerate and Israel's vital
 

needs therefore grow. This is leading to a widening gap between
 

Israel's legitimate requirements and the aid that is available
 

from the United States each year.
 

The fact that net aid to Israel has declined significantly in
 

real terms is not widely understood. In FY 1976, the Congress
 

appropriated 52.214 billion and Israeli debt service on past loans
 

totalled 3376 million, leaving a net aid balance of $1.838 billion.
 

For FY 198., the Administration has proposed 52.-85 billion, but
 

debt service to the United States government will be S1.15 billion,
 

leaving a balance of $1.335 billion in net :id. Taking inflation
 

into account, the package before you is equivalent to S661 million
 

1976 dollars, a decline of 65%. As you can see in Figure 1, net
 

United States aid to Israel has declined over the past nine ye;irs,
 

and is now about one-third the former level in real terms.
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FIGURE 1. 

NET AID TO ISRAEL
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At the same time, Israel's need for assistance has continued to
 

grow. It derives, above all, from the necessity to maintain a
 

military balance against an Arab coalition which is receiving ever

larger numbers of more sophisticated arms. Because of its direct
 

for aid, I would like
relevance to the question of Israel's need 


to devote a few minutes to an assessment of the military balance.
 

Some people have concluded from Israel's successes against zhe
 

Syrians in Lebanon last summer that Israel need no longer fear an
 

self-
Arab attack and that Israel now has all the arms it needs for 


This perception, although widespread, is erroneous and
defense. 

Syria in Lebanon
misleading, because the balance between Israel and 


is but a small piece of the picture, for several reasons:
 

(1) In 1982, Israel had to fight only a portion of the
 

forces of one Arab country. In the future, Israel
 

must be able to defend itself against a much wider
 

threat, like that of 
1973 when eleven Arab countries
 

contributed forces.
 

(2) Syria is one of the few remaining Arab countries
 

which gets most of its weapons from the USSR.
 

Many Soviet systems are less capable and more
 

vulnerable to Israeli countermeasures than the
 

Western-supplied systems 
that are now entering
 

the arsenals of other Arab countries, such as the
 

Saudi F-15s which can easily outperform the Syrian
 

MiG-21s.
 

(3) Syria itself is now in the midst of a major
 

modernization and reirmament, reportedly including
 

a satellite data link :onnecting Syrian air defense
 

to 
a control system in Moscow. The Soviets are in

troducing new countermeasures at a feverish pace, to
 

ensure that Syria will fare better in any future
 

round of fighting.
 

(4) Israel must take account even of the Soviet Union
 

itself as a potential threat. Russia now has seven
 

airborne divisions whose troops and equipment could
 

be introduced rapidly into a Middle Eastern conflict.
 

It also has several thousand military personnel already
 

on the ground in Syria.
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Above all, Israel is forced 
to plan, not only 
for the situation
 
that exists at a 
given moment, but 
for the 
more demanding situations
 
that could come about over 
a ten 
year time horizon. 
 If the Arab
 
League As divided today, this can 
change rapidly, as it does 
from
 
time to time, and Israel may face 
a much larger coalition 
than is
 
apparent at the present 
time. Taken together, the Arabs pose 
a
 
formidable 
threat, possessing collectively almost 
as many combat air
craft and tanks as NATO (e.g. 
1,912 jets compared to NATO's 1,986
 
in Central and 
Northern Europe). The long lead-time on aircraft and
 
tank procurement makes for
it necessary 
 Israel to 
plan against
 
this larger threat today.
 

In the wider strategic perspective, 
 Israel operates on narrow
a 

margin of safety, with the 
certain knowledge that 
the first war it
 
truly lost would be 
the last. As Figure 
2 shows, Arab military

forces have a substantial quantitative advantage 
over those of Israel,
 
averaging a ratio of about 
three-to-one. 
 For example, Israel 
has
 
about 634 aircraft against 
the Arabs' 1,912 
(2,341 counting Egypt),
 
and 3,600 tanks compared to the Arabs' 7,550 (9,650 if 
Egypt is
 
included) counting only 
those Arab countries able 
to send forces.
 
This is a 
quantitative disparity considerably larger than 
that
 
faced by NATO in Europe or by South 
Korea, and it 
forces Israel to
 
take extraordinary 
measures to compensate.
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FIGURE 2 

THE MILITARY BALANCE 1983
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Until recently, this quantitative imbalance 
was 
offset by important
 
qualitative advantages in 
Israel's favor, but 
these too are eroding.
 
Israel 
can no longer count 
on having better 
 weapons than 
those
 
available 
to the Arabs. For example, Israel 
now has a total of about
 
125 advanced-design combat 
aircraft (F-15s and 
F-16s), in service 
or
 
on order. By comparison, Arab countries 
now have in service or on
 
order more 
than 160 Western state-of-the-art 
 jets (U.S. F-!5s and
 
F-16s, French Mirage 2000s) 
not to mention the latest 
Soviet models.
 
If in the future 
the U.S., as expected, sells 
to the Arabs another
 
200 advanced fighters 
and the French only 
add 40, by the end of the
 
decade the Arabs will 
have 400 to 
Israel's current 
125, making it
 
all the more important that 
the Administration end 
delays on
 
authorizing 
the 75 additional F-16s 
to Israel. Allowing the quali
tative balance of airpower to tip in 
the Arab favor is definitely
 
not in the interest 
of the United States. If the Arabs are able 
to
 
compound their advantage in quantity with 
an advantage in quality,
 
the temptation to resort to 
force will 
grow dramatically.
 

Equally important, there are 
 growing indications that 
the
 
Arabs are 
acquiring sophisticated electronic warfare 
equipment from
 
Soviet and 
Western sources, 
as we are now seeing in Syria. Much of
 
the equipment is state-of-the-art, 
some developed by Western compan
ies with access to highly secret data 
about the very weapons that
 
are used by Israel.
 

There 
are other disturbing trends. 
 The growing range 
and pay
loads ;f Arab 
ground attack aircraft mcy soon mean 
that the Arabs
 
will have a deep strike capability against 
Israel, raising the
 
spectre of a surprise attack in 
the air. 
 The sheer number and
 
diversity of revolutionary 
new 
systems being introduced into Arab
 
arsenals at 
the same time raises the possibility of 
technical
 
breakthroughs 
that will give an unforeseen advantage 
to the Arabs
 
(as new missiles 
and radars did in 1973). The shift that is
 
taking place in several Arab states, 
from Soviet to Western sources
 
of arms, 
worsens Israel's problems, because most 
of its counter
measures 
are designed against 
Communist rather 
than Western systems.
 
The very plurality of 
the arms which Israel now faces, 
in both
 
numbers and types, raises 
the danger of a saturation effect, 
a point
 
beyond which Israel 
cannot 
cope. Finally, 
as noted above, the
 
growing interventionary power of 
the Soviet Union raises an unpre
cedented danger of 
escalation to 
superpower 
involvement.
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These new problems come on top of some asymmetries which have
 

long characterized the conflict. The Arabs are able maintain
to 


standing armies while Israel relies on reserves, creating favorable
 

conditions for an Arab suprise attack. In the diplomatic context
 

of Middle Eastern wars, Israel is expected to allow the Arabs to
 

fire the first shot, thus conceding the advantage of choosing
 

the time and place of conflict. The Arabs can lose one war after
 

another and come back to fight again, but Israel cannot afford to
 

lose even one. If Israel wins on the battlefield, it is not per

mitted to translate these results into a peace settlement at the
 

conference table, but must settle for mere cease-fires and begin
 

to prepare for the next round of fighting which the Arabs openly
 

declare is their intention.
 

In sum, the military balance at this moment may seem favorable
 

to Israel because of the sharp divisions which now characterize
 

the situation in the Arab world. But this advantage is temporary
 

and cannot be the basis of sound planning. The longer-term trends
 

in the military balance are disturbing, and Israel's requirement
 

for L.:. .. d to offset these adverse trends remains a vital need. 

The fact that net aid is declining in real terms does not help
 

the situation.
 

In conclusion, then, the sum proposed for aid to Israel this
 

year is offset by many advantages accruing to the United States
 

and to Western security, and is one of the most cost-effective
 

expenditures made by the United States in the foreign policy and
 

international security arena. From the point of view of Israel's
 

legitimate requirements, appropriation of the full amount, which
 

actually represents a decline of 65% in net aid after inflation
 

compared to a few years aeo, is essential to maintaining a stable
 

military balance. Although the figures before you may seem ldrge
 

in an absolute sense, they are minimal in light of the U.S.
 

interests and vital Israeli security needs that are at stake.
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3. How does aid to Israel fit in 
the wider picture of U.S. diplomacy
 

in the Middle East?
 

As the Congress turns its attention to 
the for ign aid package,
 
it also needs to consider three issues in 
terms of the wider dip
lomatic/strategic environment of 
the Middle East: (a) the 
situation
 
in Lebanon; (b) problems of U.S. 
arms sales to Israel's enemies;
 
and (c) U.S.-Israel relations in 
the context of 
the peace process.
 
I would like to take 
this opportunity to comment 
on these three
 

key issues.
 

Lebanon
 

Israel's actions in 
Lebanon provide a vivid demonstration of
 
the co:.vergence of Israeli and 
American interests in the containment
 
of Soviet expansionism 
in the Middle East, the elimination 
 of
 
the threat of international terrorism, and 
the creation of conditions
 
uecessary for regional 
peace and stability.
 

At the outset of Operation "Peace 
for the Galilee," Lebanon was
 
in an advanced state of 
disintegration. 
 It had become effectively
 
partitioned between 
two Soviet proxies--the PLO 
and Syria. The PLO's
 
state-within-a-state 
served as the nub of 
the international terror
ist network. The attacks on Israel 
from Lebanon provoked Israeli
 
reprisals and 
thus exacerbated the Arab-Israeli conflict 
for 12
 
years. 
 This helped the Arab rejectionists to isolate Egypt and
 

stall the peace pro'ess.
 

Now, Lebanon has the opportunity 
to reconstruct itself as a
 
stable, 
orderly, and pro-western state. Israel's 
use of force
 
helped create order 
out of chaos. It destroyed the PLO's infra
structure 
and renoved Lebanon as a source of 
both regional insta
bility 
and worldwide terrorism. As a result of the war, Moscow
 
was discreditel as an arms merchant, as a superpower protector, and
 
as a party with influence in 
the region. Wi:h the 
defeat of the
 
PLO and Syria--the most 
committed opponents 
,f the Camp David
 
Accords--the "muderate" Arabs have an opportunity to pursue a :ore 
constructive 
course.
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Israel thus made a substantial contribution to the task of com

batting the Soviet Union in the Middle East, at almost no cost to
 

the U.S. The demonstrated superiority of American weapons will
 

impact favorably on the global military balance. 
 On the diplomatic
 

level, the Reagan Administration is seeking ways to exploit the
 

opportunities created by Israel, in entirely new Lebanese
an 


situation.
 

But, in a distressing reversal of perspective, U.S. diplomacy in
 

Lebanon, instead of working with Israel as a reliable and effective
 

ally, is defining its interests in opposition to those of the state
 

which made it all possible. rhe Administration has, surprisingly,
 

lost sight of the basic strategic issues, and is instead obsessed
 

with problems of little real significance for the United States.
 

What is the United States' national interest in Lebanon? It is,
 

first and foremost, to prevent that country from falling back once
 

again under the influence of Soviet-allied forces. Second, it is
 

to strengthen Lebanon's pro-Western government--not necessarily to
 

solve every local problem, but to create conditions under which no
 

challenge to that government by Syria, the PLO, and radical elements
 

within Lebanon, can succeed. 
 Third, it is to bring about peace between
 

Israel and Lebanon, reinforcing both Egypt's position and the peace
 

process. A fourth but probably unattainable objective is to bri..g
 

about reconciliation between all the diverse factions within Lebanon
 

and to solve its many other sotial, economic, and political problems.
 

But what is the Administration doing? It is putting all its
 

effort into the single task of getting Israel out, showing very
 

little concern over the PLO and the Syrian presence. It is
 

opposing peace and normalization between Israel and Lebanon, even
 

though only an alliance with Israel can offset Syrian influence in
 

the country and give the new regime any prospect of long-term survival.
 

It is doing this on the implausible assumption that, if we only
 

got the Israelis out, the Syrians and the PLO would leave and peace
 

would break out among all the internal factions. In truth, if
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Israel withdrew precipitously, a 
more likely result would be 
chaos,

followed by 
the resumption 
of the war 
of each against all, followed
 
by the reemergence 
of the Syrian and PLO influence.
 

The first task of U.S. 
diplomacy should 
be to secure the removal
 
of the Syrians and 
the PLO. Former Secretary of 
State Kissinger
 
recently commented 
that, "People forget 
that after Israel's part 
of
 
this negotiation 
is concluded, one has to 
go to the Syrians and see
 
whether they agree. And, if 
I know anything about 
the Syrians, they

will not 
accept the results of an 
Israeli, Lebanese, and 
American
 
negotiation without 
a long negotiation by themselves."
 

Beyond this, why 
should 
the United States object 
to normalization
 
between 
Is:ael and Lebanon, and why 
oppose simple security arrange
ments in 
the south, which are 
all Israel 
seeks to withdraw? 
 The
 
answer 
given by Administration officials--that 
this would impede

Christian/Moslem reconciliation 
in Lebanon and 
reduce the credibility
 
of the new government 
in the eyes of Syria and the rest of the 
Arab
 
world--is not 
convincing. 
 Recreating Christian/Moslem harmony is
 
like teaching the zebra to 
fly again: it 
never happened and 
never
 
will. Moreover, 
 -there is 
a natural alliance between 
the
 
Christians of 
Lebanon and 
the Western world. 
 Most of 
the Moslems,

who look to the East, have 
never felt any particular affinity with
 
the 7:-ted 
States and Europe. The objective interest of 
the United
 
States in Lebanon 
Is with the Christians and 
the Israelis.
 

As to 
gaining Syrian acceptance 
of the Lebanese government,
 
this is a particularly dangerous and 
erroneous 
way of describing
 
the U.S. interest. Syria 
is and seems likely to remain 
a Soviet
 
ally, a rejectionist state, 
and an unspeakable tyranny. It 
has
 
territorial aspirations 
in Lebanon, has 
never recognized it as a
 
separate nation, 
and would destroy the new government 
there if it
 
could. it is 
very possible 
that the Syrians 
were res2onsible
 
for assassinating 
the former President-elect and the
brother of 

current president of 
Lebanun. 
 The 
regime in Damascus 
is a brutal
 
dictatorship which recently 
killed I0,000 
a: its own citizens, and
 
it has no strategic or moral 
reason to 
feel kindly to the 
present
 
regime 
in Lebanon. Premising the 
future government of 
Le'banon
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on Syrian approval is tantamount to
 
and U.S. policy in the region 


giving a veto to the most intransigant ard dangerous actor in the
 

whole situation.
 

A problem of even greater magnitude but of relatively little
 

interest to the Administration is the growing Soviet military
 

At this missiles are being emplaced
 
presence in Syria. time, SA-5 


reach all of Lebanon, northern and central Israel,

in Syria which can 


and deep into Turkey and the eastern Mediterranean. The missiles
 

Soviet troops indicates that the new Soviet
 
and the positioning of 


to expand significantly its commit
leadership has decided not only 


ment to 
Syria's war-making capability, but also signals its deter

maintain a position of influence in the Middle East heartmination to 


land. This activity must be viewed as part of the Soviet global strategy in the
 

Middle East reflected in its occupation of Afghanistan, its dosigns
 

on Iran, and'its alliance with Libya. Paradoxically, the Admin

implications of this renewed
 

heightened chance of a superpower
 
istration is less concerned with the 


Soviet activity for NATO and the 


confronoation, than with the ejection of 
its consistent ally, Israel.
 

the case even though the Soviet proxies in Lebanon continue
This is 


to refuse to withdraw.
 

Another objective of U.S. policy in Lebanon is the establishment
 

of a strong central Lebanese authority which is pro-American and
 

pro-Western. Israel's operation made it possible to join forces
 

with those Lebanese elements who share an organic bond with the
 

United Stats--namely, the Lebanese Christians and those Moslems
 

favoring a pro-American alignment.
 

Finally, U.S. policy as it stands ignores Israel's legitimate
 

security requirements in Lebanon. Israel went into that country to
 

wipe out the threat of PLO rockets which held one fifth of its
 

population hostage for over a decade. To withdraw without :he
 

necessary security measures would enable terrorists to return to
 

renew the cycle of violence and
 

instability.
 

southern Lebanon and :hreaten to 
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Only after progress in Lebanon is 
decoupled from other problems
 
in the area and negotiations 
are conducted with a perspective on the
 
wider context of United 
States strategic interests there--contalnment
 
of Soviet expansion in the region and 
the establishment 
of a friendly
 
Lebanese government--can a realistic solution be 
reached.
 

Arms Sales to Israel's Enemies
 
The Congress will soon 
face a decision on the 
sale oZ advanced
 

fighters and missiles to 
Jordan. This comes on the heels of major

sales to Saudi Arabia and 
Egypt, which have raised serious problems,

and 
the package that is apparently intended by the 
Administration for
 
Jordan may prove to be 
the most troublesome 
of all.
 

Today, the Arab states on 
Israel's borders are 
engaged in a military

buildup larger even 
than the Syrian-Egyptian expansion of 
1968-73,
 
involving a larger 
number of states, a wider array of 
suppliers, and
 
far more advanced equipment. Particularly alarming is 
the role of
 
the United States 
in 
fueling this buildup. Whereas, before 1973, 
the
 
Soviet Union was 
the most important provider of 
arms to the confron
tation countries, today 
the United States is the principal supplier
 
to four of the 
five Arab states closest to Israel, and 
American
 
weapons will almost certainly play an important role for any Arab
 
coalition attacking Israel 
in the future. By supplying Jordan and
 
Saudi Arabia, which have played minor 
roles in past wars, the United
 
States is encouraging these countries 
to play a more significant
 
part in any future 
attack on Israel. If a conflict does occur, 
this
 
may produce a situation 
in which U.S. action has exacerbated the
 
Arab-Israeli conflict, 
and in which the United States will be 
torn
 
between the two sides.
 

Jordan stayed out of 
th. 1973 war because it lacked an 
air defense
 
system, but the 
United States is now providing 
one. Saudi Arabia
 
played a secondary role in 
1973 (as it did in 1967 and 1948), because
 
it lacked a significant capability for power 
projection, but the
 
United States is now building up Saudi capabilities in this 
area.
 
This is contributing to 
the dynamic of escalation between Israel and
 
these Arab countries. If in 
the future they get into a var with
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we will have seriously hurt Israel; if they

Israel and do well, 


the United States. We are slipping

fare poorly, they will blame 


into a no-win situation.
 

to countries
is providing arms aid these 

The Administration says it 


Saudi Arabia against Iraq, and
 
against other regional threats, e.g., 


Saudis themselves consider 
Iraq an
 Jordan against Syria. But the 

Jordan
 

ally and they are providing aid to Baghdad to buy more arms. 


far larger Syrian army
will never have the capability to match the 


Jordan currently deploys
and air force. Neither Saudi Arabia nor 


threats seriously as the basis
 
its army as it would if it took these 


largest part of their
 
for military planning. Instead, both keep the 


on the front facing Israel. The Arabs themselves openly state
 
armies 


arming against Israel; only in Washington do we 
hear
 
that they are 


all these other threats.
the fiction that the purpose is 


says that it is providing arms to the Arabs
 
The Administration also 


in support of the peace process. Yet Saudi Arabia continues to reject
 

conceded by Administration officials
 

far from encouraging King
 
the Camp David process, is 


to be less than helpful in Lebanon and, 


Husbain to 
join the peace process, is holding him back.
 

sensibly, providing arms
 
In the case of Egypt, we proceeded more 


after the peace process was well underway. But even here, 
it
 only 

Egypt has
 

is not clear that arms have cemented the ties of peace. 


the pace of normalization, restricted trade,
dramatically slowed 

also moved closer to
 

and recalled its Ambassador from Israel. It has 


readmitted Soviet technicians, and
 
some of the confrontation states, 


U.S. (including c.ncellation
back on strategic cooperation with the 


'82). As the modernization
 
cut 


of the second part of Operation Bright Star 


of its army matures 
with U.S. help, the pressure within the country
 

rejoin the struggle against Israel may intensify. The poor state
 
to 


of the army has been one of the reasons given for standing back from
 

the U.S. arms flow in, this part of the argument will
 
confrontation; ae 


be weakened.
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But the next case to come 
before Congress is arms to Jordan.
 
King Hussein has still to
not agreed 
 sit down to talk, but reportedly

has been promised advanced aircraft, mobile 
I-Hawk missiles, and other
 
equipment as well as 
training for a Jordanian Rapid Deployment Force,
 
not to mention a host of 
political concessions. 
 From the point of
 
view of Israeli security, Jordan poses 
a qualitatively unique problem,
 
because it shares the 
longest border with the Jewish State and 
has
 
the airfields closest 
to key targets. Amman is barely 50 miles 
from
 
Jerusalem; Jaafar is 
less than 8 minutes flying 
time from Eilat;
 
and Mafrak is less than 
100 miles 
from Tel Aviv. These conditions
 
make Jordan the state 
best positioned to spearhead a surprise 
attack
 
against Israeli airfields and cities. 
 The placement of advanced
 
Jets with fast scramble times, 
excellent ground attack capabilities,
 
and accurate weapons delivery systems in 
Jordan will force 
Israel
 
to take strong defensive measures 
if Jordan is 
,art of a situation
 
of escalating tensions. American arms Jordan may
to 
 worsen relations
 
between the two 
countries instead of advancing 
the peace process,
 
eroding the modus vivendi which has 
enabled them to avoid serious
 
conflict for the past 
16 years.
 

To prevent embarrassment to 
the Administration later, 
:.,i
 
important for 
the Congress 
to let its views be known now, before
 
notification of the 
sale is sent to Capitol Hill, that arms to
 
Jordan are unwarranted until King 
Hussein actually joins serious
 
negotiations. This means not only direct talks, but 
a substantive
 
position that 
goes beyond mere posturing. We cannot 
conduct our
 
Middle East diplomacy solely 
on 
the basis of trying tc meet every
 
Arab demand 
to curry their favor. Arms to Jordan at 
this point
 
simply do 
not make sense.
 

The-Peace Process and 
U.S.-Israel Relations
 
Finally, this an
is appropriate occasion to 
review the overall
 

state of U.S.-Israel relations in 
the context of 
the peace process.
 
There seems be
to general agreement in Washi,,ton and in Jerusalem
 
that relations are seriously strained 
and may in fact be on a
 
collision course. 
 But there is also agreement 
that the moral and
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to the interests
two countries are vital
strategic bonds between the 


be done to stop the deterioration and get 
back on
 of both. What can 


a constructive basis?
 

a They
isis are placing the blame on Israel. 


situation. But
 
Administration c' 


argue that only changes in Israel will improve the 


the direction in which the Administration itself is headed is a
 

major part of the problem, and much :ould be done on this side of
 

in a more posirive direction.
the water to move 


pursuing a policy premised on and
The Administration has been 


High Arab officials visiting
obsessed with conflict with Israel. 


treated royally, including in recent weeks,

Washington have been 


the Kings of :!orocco and Jordan and the President of Egypt. Saudi
 

particular devotion and genuflection. By

princes are the object of 


are given the cold shoulder,
contrast, visiting Israeli offic als 


even allowed to come to dircuss the

and Prime Mi-ister Begin is not 


problems that exist.
 

to be favorable.
The President's own regard for Israel is said 


he has not taken a single major initiative in

I believe this. Yet, 


as helping
in office which would reasonably be described 


to improve the relationship. A-though the Administration denies
 
two years 


massive presstres in apprpriate way to deal with
 

:srael, it has in fact invoked mcre sanctions over
 
that it considers 


an ally like 


than any preceding Administration, including:

a longer time period 


agreement on strategic cooperation;

suspending for over a year now the 


the sale of P-16s -hlch its own specialists

refusing to complete 


have ccnfirmed are necessary to offset 
the massive quantities of jrms
 

holding up approval of technology
going to various Arab councris; 

Lavi aircraft; and, most importantly, sending and
 
transfers for the 


then leaking - the press nenacing notes t, the Prime Minister of
 

of :srael implying that the entire relatIonship may be in question.
 

Recently, the Adinistration has hinted darkly that still more
 

sanctions lie ahead.
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Some in the Administration are 
constantly advising the 
President
 
that, if 
only he "cracked down" 
on Israel, the 
core problems cf the
 
Middle East 
could be solved. This 
is a dangerous illusion. 
 Israel
 
is a proud and independent country. 
 As the world knows, it is
 
quite able 
and committed to defend 
its vital interests, and it is
 
simply unrealistic 
to imagine that any arrangements can be arrived
 
at in negotiations between 
the United States and 
the Arabs, and then
 
somehow imposed 
on Israel. Progress 
toward peaceful coexistence in
 
the Middle East requires working 
with Israel, instead 
of treating
 
her as an adversary while consulting intimately with 
those who
 
would aestroy her.
 

. The Administration's behavior is 
convincing an important minority
 
in Israel that the United States is not a 
reliable ally, and 
that they
 
must be prepared 
to go it alone. This 
loss of confidence 
 is destruc
tive to the long--erm interests 
of both cuuntries 
and it could, if
 
things get worse, 
force 
Israel to consider what 
it :i'! do if it is
 
completely isolated while 
the Arabs continue their militiry buildup.
 

It is a.so a profound mistake to premise 
U.S. policy on a chance
 
of government in Israel. israel is 
i democracy in which 
the people
 
choose their own government. Menachem Begin 
is the people's choice
 
to be Prime Minister, and it is 
time to sto 7oocking and maligning
 
him and to begin according him the respect to which he 
is entitled
 
as the democratically elected leader 
of or only permanent Nidde
 
Eastern aly. 
 the people of :srael detide to 
change their
 
government, 
that is their 'Seolion to make. oto :f Washington
 
persists in a policy that it 
 imagines wi:' "save 
:srae: from 
herself
 
it will find that 
the :sraeli reaction 
is to save herself from the
 
United States. Moreover, key elerents of the 
Administration's
 
app roach are :ncceptao-, tot 
 'st to th Lko ,.rnren, u 
to the :ereat oa'rlt: of b.oaes f o;arties,±i'n 
 Labor.
 

A realistic .'-er4-an 1 4- is tne w rkb
a w-:-. w4th :sr;ae, not 
her. -e Ad-nstratn
rgainst ns tt 
. o n .. :n g errIa war

fare a~ainst -srae:the front pages .f tar a,*.,on newspa;ers. 71e
 
United States 
shu-d ,tri. to re
rcs.tr e utalty of 
the rela ton
ship and correct toe harm that 
has been 
done by past pressures, not
 
sink deeper into the 
qua4-ire.
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is time for the Unitcd States, and especially
Clearly, it the
 

Reagan Administration, to lift its eyes 
from the lesser probleMt of
 

East, many of which have little real consequence for the
 
the Middle 


realities

Unitec States, and to return to the essential strategic 


vital American interests. In the past

of ti.e region which affect 


Israel has driven two Soviet clients--the PLO anG the
 
24 months, 


the

Syrians--out of a major Arab capital and saved Lebanon for 


Sinai, helping to cement
relinquished the 


and delivered a major
 
United States and the West; 


the bond between the United States and 	Egypt; 


on whi:h Moscow's influence
blow to the reputation of Soviet arms, 


in much of the world depends. Yet, to listen to some of the
 

top advisors, all of this is insignificant compared 
to
 
President's 


that are desirable
 over the exact security arrangements
an argument 


in southern Lebanon.
 

one side

When a par:nership is strained, it is not enough for 


changes. Nor is it constructive
 
to call on the other to make all the 


to focus obsessively on the differences, and to ignore the common
 

be done in Washington, now, to improve 	a
interests. Much can 


relationship that is much more significant for the long-term
 

the countries being so
interests of the United States than many of 


ardently pursued today.
 

CONCLUSION
 

This is a time of trial in thc U.S.-Israel alliance, but also a
 

The moral bonds between the two
 

strong and secure, and have recently been reaffirmed
 

time of creative opportunity. 


countries are 


by the American people in a series of 
public opinion polls. The
 

spite of obstacles, growing in importance,
strategic relationship is, in 


though there is great potential for future cooperation to enhance
 

in general.
the position of both countries and the 	Western world 


important contribution to

The aid package before you can make an 


these ends. It represents a significant decline in net aid in real
 

past years, and I urge this Coumittee to make the
 
terms :ompared to 


necessary adjustments to help Israel maintain Pstable military
 

balance under difficult circumstances.
 

there are serious strains in the relationship that can
Beyond aid, 


be overcome in a spirit of dialogue and compromise. The first necessity
 

recognition that the relationship serves
here is consultation, with a 


the vital interests of both parties.
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APPENDIX 

NET AID TO ISRAEL
 
Annual grants and 'oanj losa debt service 

ADJUSTED FOR INFLATION 

TOTAL
FISALTOAL 
LOANSGRANTS 

2,214* 


1,742 


1,791 


1,790 


tori.CassDaoid 2,790 

1,786 

David 2,786 

1,985 

,O0td3,185 


2,185 


2,485 


2,485 


& 

$ Million 

DEBT. INFLATION

DET. NET AID INErSERVICE INDEX,bt ,,ic,cB~rr~ .1,~ )to 

376 1,338 100 


440 1,302 107 


561 1,230 115 


1,110 


680 2,110 133
a-a 

1,196 


590 2,1q6 149 


1,305 


680 2,505 167 


810 1,375 182 


910 1,575 195 


1,150 1,335 202 


*Excludes Transitional Quarter for comparability
 
**Adjusted by 
U.S. DOD price deflator
 

NET AID 
AJSEADJUSTED 
INFLATION 

1,838.0
 

1,214.0
 

1,067.6
 

834.6
 

1,586.0
 
802.2
 

1,473.0
 

781.4
 

1,500.0
 

755.5
 

808.1
 

661.0
 

18-551 0-83--18 
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Mr. HAMILTON. We are also pleased to have Douglas Bloomfield 
with us. 

I understand you have no statement. 
Mr. BLOOMFIELD. That is correct, Mr. Chairman. 
Mr. HAMILTON. The next witness, then, will be Mr. Robert A. 

Basil, who is chairman, policy committee of the American Leba
nese League. 

We are very pleased to have you. You may proceed. 

STATEMENT OF ROBERT A. BASIL, CHAIRMAN, AMERICAN
 
LEBANESE LEAGUE
 

Mr. BASIL. Thank you, Mr. Chairman. 
I would like to enter our statement into the record. 
Mr. HAMILTON. All statements will be entered into the record in 

full. 
Mr. BASIL. Today I would like to discuss briefly the importance of 

Lebanon to the United States, and the major U.S. policy and for
eign aid actions that should be considered to achieve U.S. strategic 
and regional objectives, and to support justice and freedom fir the 
Lebanese nation and people. Policy action and foreign aid must go 
together; otherwise, foreign aid will not be effective. 

First of all, permit me to state the profound thanks of the Ameri
can Lebanese League-ALL-to the Reagan administration and the 
Congress for recently adopting the policy we in ALL have been pro
claiming, almost alone in this capital, for the last 5 years, namely: 

One, solve the Lebanese problem immediately, rather than have 
Lebanon held hostage to the eventual solution of the Palestinian 
problem. 

Two, withdraw all foreign forces from Lebanon immediately. 
Three, establish a strong sovereign Lebanese government duly 

constituted, with authority over all the territory and people of Leb
anon. 

Four, approve foreign aid programs for build-up of the Army, 
major reconstruction of the country, and rehabilitation of the thou
sands of physically and psychologically damaged men, women, and 
children. 

Lebanon has suffered enough. During the past 7 years 110,000 
killed, 200,000 wounded, 400,000 displaced, 38,000 orphaned chil
dren; I out of every 4 Lebanese men, women, and children have 
either been killed, wounded, orphaned, or displaced. 

From a strategic point of view, Lebanon is important far beyond 
its size and natural resources because it represents a unique and 
intense concentration of problems and opportunities facing the 
United States regionally and strategically. 

There were four problem areas the United States hoped to solve 
by the removal of all foreign forces. These problems remain to 
some extent because of the delay in negotiations. 

One, Soviet penetration of the region. The major Soviet regional 
client, Syria, remains in Lebanon and as you know, Mr. Chairman, 
all of the reports, especially Secretary Weinberger's assessment, in
dicate that because of the major Soviet build-up in Syria, Syria is 
"just another outpost of the Soviet empire." It is causing major 
concern to everyone in Washington. 
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Two, international terrorism. This plague has been significantly
reduced because the training camps and infrastructure are now 
gone from Lebanon. However, the threat is still posed by continu
ing armed elements of the PLO under Syrian army protection.

Three, strengthening the peace process. The United States hoped
to reduce the Syrian-Libyan.PLO influence and increase moderate
Arab influence. However, moderate Arab governments still have
considerable difficulty asserting control as long Syria and theas 

PLO remain in Lebanon and reinforce the Rejectionist Front.


Four, and most importantly, the Lebanese flash point is more
dangerous today than ever before, with hostile armed forces facing
each other. Unless fully withdrawn, these forces could again col
lide, likely with ominous strategic implicatior.s between the United 
States and Soviet Union.

The next few weeks will determine whether Lebanon will divest
itself of all foreign occupation forces, Syria, PLO, Israel, or whether
the occupiers will settle in for the long term by dismembering and
feasting on a wounded nation with the tacit approval of all region
al powers.

The U.S. role is vital in four areas: Withdrawal negotiations,
multinational forces, the build-up of the Lebanese army, and recon
struction. 

On withdrawal negotiations, some Arab and Israeli actions link
negotiations on troop withdrawal to other issues to the detriment
of real progress. These Arabs are linking both political and eco
nomic issues to the negotiations, pledging opposition to both the
Reagan peace plan and reconstruction aid to Lebanon if troop with
drawal negotiations are not to their liking, reflecting the character
istic lack of concern during the past 7 years over the brutal occupa
tion of Lebanon. 

The Israelis are linking full normalization to the negotiations, re
flecting an insensitivity to the dangers it unfairly imposes uponPresident Gemayyel in forcing him to go too fast in this direction

while Lebanon is pulling itself together.


Multi-National Force: We are gratified to know of Secretary
Weinberger's continued support for this requirement.

Concerning the Lebanese army build-up, this is the most essen
tial element in sustaining sovereignty and control over its terri
tory. Its twofold mission, internal security and external defense,
must be fulfilled. There is a build-up now of the four brigades, ex.
tending to seven, for internal security. However, we do need for th,
Lebanese army increased air mobility, better command and co'i
trol, and advanced day-night surveillance.

In addition, Lebanon needs external deterrence mission in ordier 
to inflict unacceptable losses on much stronger neighboring States
in order to deter many levels of conflict that would otherwise be
attractive to a potential aggressor. Therefore, we recommend that$150 million a year for 4 years of FMS credits be authorized for 
these objectives.

Reconstruction. In the long term, peace is sustained through sta
bility, and that is based on a sound economy. Lebanon has tradi
tionally had a sound economy. The present one-shot 1983 supple
mental request is grossly inadequate and out of touch with reality.
It is a $15 billion problem and there is a fundamental discontent 
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between this sum and the planned U.S. aid package, between the 
importance the United States attaches to a stable Lebanon and the 
degree of financial support planned. 

We feel it is unrealistic to expect the Arab world to shoulder 
most of this reconstruction aid because of the political linkage. It 
presumes that U.S. and Arab objectives are precisely the same, 
which is not the case. Therefore, we feel that either the United 
States should have a policy goal of being the major contributor or 
having the Arab world be the major source unattached to political 
conditions. 

Therefore, we urge a 5-year U.S. aid program to include budget 
support, financing of reconstruction, and development projects and 
military support. 

The first year should be at a level of $1 billion and gradually de
crease over the 5 years, and we can guarantee you, Mr. Chairman, 
that after the 5 years, because of Lebanon's renowned resiliency
and capacity of the private sector, they will never ask for another 
dime, and actually be a positive contributor economically to the 
U.S.-Lebanon relationship. 

Thank you very much, Mr. Chairman. 
Mr. HAMILTON. Thank you. 
[Mr. Basil's prepared statement follows:] 
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PREPARED STATEMENT OF ROEERT A. BASIL, CHAIRMAN, POLICY COMMITTEE OF THE 
AMERICAN LEBANESE LEAGUE 

Mr. Chairman: 

My name is Robert Basil,Policy Chairman of the American
 

Lebanese League, a nationwide non-profit organization founded
 

by American citizens in 1976 to promote United States-Lebanon
 

relationships and to foster the sovereignty, security, democracy
 

and independence of Lebanon within the bounds of the U.S.
 

nationcl interest.
 

We are not a lobbying organization but an educational,
 

humanitarian and social organization with the broad national
 

membership base representing the philosophy and ideals of the
 

great majority of the two million Americans of Lebanese descent.
 

Today I would like to discuss briefly the importance if
 

Lebanon to the U.S., and the major U.S. policy and foreign
 

aid actions that should be considered to achieve U.S. strategic
 

and regional objectives, and to support justice and freedom
 

for the Lebanese nation and people. Policy action and foreign
 

aid must go together: otherwise foreign aid will not be
 

effective.
 

First of all, permit me to state the profound thanks of
 

the American Lebanese League (ALL) to the Reagan Administration and
 

the Congress for recently adopting the policy we in ALL-have been
 

proclaiming - almost alone in this capital - for the last
 

5 years, namely:
 

1. Solve the Lebanese problem immediately, rather than
 

have Lebanon held hostage to the eventual solution of the
 

Pal, itian problem.
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2. Withdraw all foreign forces from Lebanon immediately.
 

3. Establish a strong, sovereign Lebanese government,
 

duly c'onstituted, with authority over all the territory and
 

people of Lebanon.
 

Approve foreign aid programs for build-up of the Army,
4. 


major reconstruction of the country, and rehabilitation of the
 

thousands of physically and psychologically damaged men, women
 

and children.
 

Lebanon today is important far beyond its size and natural
 

resources, because it represents 
a unique and intense concentration
 

of problems and opportunities facing the U.S. regionally and
 

strategically.
 

The four major problem areas the U.S. hoped to solve by
 

the removal of all foreign forces from Lebanon still largely
 

remain due to the delay in negotiations over the past several
 

months:
 

1. Soviet Penetration of the id-East Recion.
 

The major Soviet reqional client, Syria, remains
 

in Lebanon. The alarming build-up of Soviet advisors and
 

advanced weapons in Syria over the past few months oresents
 

a new danger of Soviet-Syrian intrasigence to withdraw,
 

and of the Soviets directly involved in decisions and actions
 

In a statement this week, Secretary of Defense
in the region. 


Weinberger declared that this build-up, especially the deploy

ment and Soviet personnel manning of SA-5 missles, demonstrates
 

that Syria is "just another rutpost of the Soviet empire."
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2. International Terrdrism.
 

This plague has been significantly reduced because the
 

training camps and infrastructure are now gone from Lebanon.
 

However, the threat is still posud by continuing armed elemnts of
 

the PLO under Syrian Army protection.
 

3. Strengthening of the Peace Progress.
 

The U.S. hoped to reduce the Syrian-Libvan-PLO
 

influence and increase moderate Arab influence. Moderate Arab
 

governments still have considerable difficulty asserting control
 

of Arab World policies as long as Syria and th% PLO remain in
 

Lebanon and reinforce the Rejectionist Front.
 

4. Regional Stability Affecting Access to Oil.
 

The Lebanese flash point is more dangerous today than ever
 

before, with hostile armed forces facing each other in grim
 

proximity. Unless fully withdrawn, these forces could again
 

collide, likely with ominous strategic implications, between
 

the U.S. and the Soviut Union.
 

Lebanon is now going through the most critical phase of
 

its life. After seven years of brutal and degrading occupation,
 

Lebanon now has the opportunity to be re-born. But the
 

opportunity is fleeting. The next 
weeks will determine whether
 

Lebanon will divest itself of all 
foreign occupation forces -


Syria, PLO, Israel - or whether the occupiers will settle in
 

for the long-term by dismembering and feasting on a wounded
 

na'tion, with the tacit approval of all regional powers.
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It is clear that all nations of the region have motives in
 

Lebanon that may not be in Lebanon's or the U.S.'s interests, and that a direct
 

U.S.-Lebanon relationship should be established, to realize
 

U.S. goals within Lebanon, and to the extent the Lebanese
 

situation impacts U.S. goals in the region.
 

As President Gemayel stated to President Reagan during his
 

visit several months ago Cktachment A): "America's co~mmittment to the 

sovereignty and territorial integrity of a free, democratic 

Lebanon has been fundamental to our survival - - - - the 

historic U.S.-Lebanon relationship is the conerstone of building 

this new Lebanon." 

The U.S. role is vital in four areas:
 

1. Withdrawal negotiations;
 

2. Multi-national forces;
 

3. Lebanese Army build-up;
 

4. Reconstruction.
 

Withdrawal Nlegotiations: Some Arab and Israeli actions link
 

negotiations on troop withdrawal to other issues to the detriment
 

of real progress. These Arabs are linking both political and
 

economic issues to the negotiations, pledging opposition to both
 

the Reagan Peace Plan and reconstruction aid to Lebanon if
 

troop withdrawal negotiations are not to their liking, reflecting
 

the characteristic lack of concern during the past seven years
 

over the brutal occupation of Lebanon. The Israelis are linkina
 

full normalization to the negotiations, reflecting an insensitivity
 

to the dangers it unfairly imposes upon President Gemayel in
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forcing him to go too 
fast in this direction while Lebanon
 

is pulling itself together.
 

It is in the interests of the U.S. 
and Lebaron to unlink
 

withdrawal negotiations from both the Reagan Plan and 
full
 

normalization. 
As Dr. Wadis Haddad, President Gemayel's National
 

Affairs Advisor stated in Washington three weeks ago (Attachment B})
 

"The Lebanese cause is just and 
true in itself and does
 

not need any other cause, no matter how just or 
true, to justify
 

it. 
 Regaining Lebanon's freedom is important in itself, just
 

as the solution of the Palestinian problem is important in
 

itself also. Linking the two sequentially may not help either
 

cause. rn 
fact, arbitrary linkage either 
forces solution of
 

the complex Palestinian issue into the 
urgent, collapsing the time
 

frame of Lebanon's deterioration under occupation, or 
forces
 

Lebanon's continued occupation and defacto partition by chaining
 

Lebanon's 
freedom to the eventual solution of the Palestinian
 

problem. While the two issues are 
inter-related, the treatment
 

of each of them should have a life of 
its own in terms of time,
 

conditions and trade-offs."
 

Multi-National Force: 
 If early withdrawal of Syrian, PLO
 

and Israeli forces is accomplished, increased 
U.S. participation
 

in an expanded Multi-National Force will be required temporarily
 

while the Lebanese Armed Forces is 
building up. We are gratified
 

note Secretary weinberger's support of
to this requirement.
 

Lebanese Army Build-UP: The most essential element 
in
 

sustaining Lebanese sovereianty and control 
over its territory
 

is strong, competent Armed Forces. 
 Its mission is two-fold:
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internal security, and external deterrence. Total concentration
 

is now on the first mission by rapid build-up to full personnel,
 

equipment and training levels for four hriga-des, with two
 

additional brigades to be added on. The special supplemental
 

request for 1983 of $100 million in FMS guaranteed loans and
 

$1.0 million in military training aid contributes significantly
 

to this objective. However, certain essential capability needs
 

to be added to that already planned to insure full internal
 

security throughout the difficult terrain in the country,
 

notably heliocopter air mobility, better armored vehicles and
 

tanks, modern command, control and communications systems, and
 

advanced day/night surveillance systems.
 

In addition, it is unrealistic to expect Lebanon to sustain
 

its stability in this volatile region without building up
 

deterrence capability against external threats. Lebanon must,
 

like Sweden, Switzerland and others, have sufficient capability
 

to inflict unacceptable losses on much stronger neighboring states
 

in order to deter many levels of conflict that would otherwise
 

be attractive to a potential aggressor. This capability includes
 

improved armor, surface - based air defense, gun and nissile
 

systems, ground and heliocopter launched anti-tdnk weapons.
 

Therefore, it is recommended that $150 million per year for
 

four years (FMS credits) be authorized for these objectives.
 

These costs will be considerably offset by the earlier elimination
 

of present U.S. Multi-National Force participation, or possible
 

future re-deployment.
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Reconstruction: 
 In the long run, peace is sustained
 

through stability, whose essential element is 
a sound economy.
 

Lebanon has traditionally had a strong economy, and with proper
 

help can regain it again.
 

The present one-shot 1983 supplemental request is
 

grossly inadequate 
and out of touch with reality. The cost
 

for reconstruction of the public infrastructure and the private
 

industries and housing is approximately $15 billon. There is
 

a fundamental disconnect between this 
sum and the planned U.S.
 

Aid Package, between the importance the U.S. attaches to a
 

stable 
Lebanon and the degree of financial support planned.
 

The U.S. appears to be trying to obtain $15 billion worth of
 

influence and committment with $200-300 
million worth of invest

ment.
 

It is unrealistic to expect the Arab World 
to shoulder
 

most of this reconstruction aid burden. 
Despite repeated past
 

promises, the 
wealthy Arab nations have not yet delivered any
 

financial aid to Lebanon. 
 In 1979-1980, Lebanon was promised
 

$2 billion - nothing yet. Several years ago, the wealthy Arab
 

nations promised $10 
billion aid to poor Arab nations. - nothing
 

yet either. Presently the Iran-Iraq war, which costs Saudi Arabia
 

and the Gulf States $1 billion a month, constitutes a far graver
 

risk to their security 
than Lebanon. In addition, dramatically
 

lower OPEC oil prices, resulting in unprecedented budget deficits
 

for these countries, all add up to very little hope that Saudi
 

Arabia and the Gulf States will 
shoulder the bulk of the multi

billion dollar Lebanon reconstruction program.
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Most importantly, a strong argument can be nade that it
 

is not in the U.S. interest to expect the wealthy Arab states
 

to be the major source of Lebanon reconstruction funds which
 

are linked with political demands. Arab requirements are that
 

Lebanon regress from their present position to one that is
 

more hostile to Israel, while the U.S. desires broad movement
 

toward peace under the Reagan Plan. U.S. policy should have
 

reconstruction aid dependnt upon Lebanon adopting U.S. goals,
 

not upon Lebanon adopting Arab goals which do not support U.S.
 

policy.
 

However, Arab funding could L. the major source for
 

reconstruction if unattached to political conditions. The
 

basis could be, presumably, as compensation to Lebanon since
 

Arab funding formed the basis for Syrian and PLO military
 

personnel and material used to devastate much of Lebanon for
 

seven years. Israel also should shoulder its share of the
 

burden for the major Idestruction caused by its r )erations.
 

Therefore, we urge a 5.y~ar U.S. Aid Program, to include
 

budget support, financing of reconstruction/development projects,
 

and military support. The program should be in the form of
 

concessional aids and grants, as was the case with Jordon and
 

is still the case for Egypt and Israel. The U.S. should encourage
 

potential European and Arab'investors to provide large-scale
 

concessional aid. The aid package should be at the level of
 

$l billion for fiscal year 1983-1984, and gradually decrease
 

thereafter as public revenue and economic activities increase.
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After 5 years, Labannn will never again nied financial help, and
 

shculd be a strong economic ally of the U.S.
 

Mr. Chairman, a strong, sovereign, pro-West Lebanon is
 

the keystone of Administration plans in the region. Failure to
 

achieve and sustain this Lebanon would be a major setback to
 

U.S. interests, and would cause costly and agonizing reappraisal.
 

Lebanon and its people have the strength and committment to
 

insure U.S. goals in the region are met, provided the U.S.
 

supports Lebanon to get on its feet again. As President Gemayel
 

so eloquently stated to President Reagan:
 

"We see the U. role as the indispensible ingredient
 

to bring peace not only to Lebanon, but also to the whole region
 

as well. We firmly believe that President Reagan's initiative
 

has created unprecedented opportunities for peace. We, in Lebanon,
 

intend to be active in the search for peace with all nations of
 

the region- --- Lebanon has been the most recunt, and for us 

the most painful, example of the assault upon free men by the 

forces of darkness and occupation. We have fought to retain 

our freedom, and the strength of our resistance has earned for 

us not only a restated pride in ourselves but also a re-entry 

into the ranks of the Free World - - - - The historic U.S.-Lebanon 

relationship is the cornerstone of building this new Lebanon.
 

America's friendship and assistance, not only in pearekeepino
 

and peacemaking but also in reconstruction and rebuilding our
 

armed forces, are vital. We, on our part, intend to carry 
our
 

share of the responsibility of this partnership by a full and
 

reciprocal contribution to all U.S. goals in its many noble
 

endeavors as the leader of the Free World.)
 

Thank you, Mr. Chairman
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Statement by President Gemayel following the White House meeting
 
With President Reagan, October 19, 1982
 

H1r. President:
 

I am honored to be the first President of Lebanon to make
 

an official visit to the United States.
 

The Lebanese people deeply appreciate and will never forget
 

the your courageous and decisive afforts to help bring an end to
 

the suffering of my country. Anerica's commitment to the sovereign

ty and territorial integrity of a free, democratic Lebanon has been
 

fundamental to our survival.
 

We see the U.S. role as the indispensible ingredient to
 

bring peace not only to Lebanon, but also to the whole region as
 

well. We firmly believe that President Reagan's initiative has
 

created unprecedentad opportunities for peace. We,in Lebanon,
 

intend to be active in the search for peace with all nations of
 

the region.
 

The relationship between the United States and Lebanon is
 

not only between our two governments. It is between our two
 

peoples, who share the same heritage and adhere to the sane
 

values and principles of democracy and liberty. The tvi and
 

half million Lebanese have an almost equal number of close rela

tives in the Utited States. We value enormously the unique tie
 

provided by these American-Lebanese, among the most loyal of all
 

Americans, and we believe they have a leading role in keeping
 

our two cointries together.
 

Lebanon has been the most recent - and for us the most
 

painful - examole uf the assault upon free man by the forces of
 

darkness and occupation. We have fought to retain our freedom,
 

and the strength of our resistance has earned for us not only a
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restated pride in ourselves but also a re-entry into the ranks
 

of the Free World.
 

With equal resolve, I together with my people, am committed
 

to the immediate removal of all foreign forces from our soil, and
 

to work hand in hand with all sec tors of Lebanese society to build
 

a nation in which all citizens have equal privileges, rights and
 

responsibilities.
 

The historic U.S.-Lebanon relationship is the cornerstone
 

of building this new Lebanon. America's friendship and assistance,
 

not only in peacekeeping and peacemaking, but also in recstruction
 

and rebuilding our armed forces, are vital. We, on our part,
 

intend to carry our share of the responsibility of this partnership
 

by a full and reciprocal contribution ot all U.S. goals in its
 

many noble endeavors as the leader of the Free World.
 



264
 

EMEASSY OF L2ANON
 

WASHINGTON
 

STATEMENT 

By Dr. Wadi !'addad
 

:National Affairs Advisor ro the President of Lebanon
 

A few short months ago, Lebanon appeared to be at the
 

dawn of a new era of peace and tranquillity after seven
 

years of occupation, death and destruction at the hands
 

of.warring foreign armies. With the determination of
 

President Reagan and the efforts of the U.S. administration,
 

foreign forces withdrew from Beirut, and negotiations
 

for total wi:hdrawals from the rest of Lebanon were com

menced. Recently, however, Lebanon's initiative for freedom.
 

has become bogged down.
 

The crisis in Lebanon has now reached a critical stage, 

requiring urgent action in the next days. While other U.S.
 

initiatives around the world, and even in the region, can
 

take ronths or perhaps a year or two, the Lebanon problem
 

must be solved i-ediately in order to prevent a catastro

ohic izoact to the interests of Lebanon and the U.S.
 

is far as Lebanon is concerned, the various foreign
 

ar- es are inducing instab".itY and violence in the areas
 

under their occupation. if this situation continues for 

even a short _-e longer, Lebanon is in serious danger 
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of long-ter-m occupation and defacto paritijon by the various
 
foreign occupying aries. 

Xoreover, the impact of foreign occupation is 
to
 
"disfigure the face of our truth," 
as Albert Canus wrote
 
of Carman occuoation of France. 
The physical. psychological
 
and soiritual 
face of Lebanon is being disfigured by the
 
occupiers. and soon that procass will be irreversible.
 

For :he U.S., the juxtaposition of adversary forces
 
occuying Lebanese soil constitutes an extremely unstable
 
arid potentiall, explosive situation which could ignite
 
the entire region, 
the next time perhaps with strategic
 

confrontatLon. 
Moreover, as 
the time goes by, the credib
ilicy of the U.S. and its ability to 
deliver are questioned,
 
and other powers, notably the Soviet Union, heretofore
 
denied a significant role in the 
region, will start asserting
 

their auznoricy.
 

The Lebanese cause is just and true in 
itself and
 
does not need any ocher cause, no matter how just 
or true,
 

to justify it. 
 Regaining Lebanon's freedom is 
important
 

in itself, Just as 
the soluticn of the Palestinian problem
 
i3 ir.ortant in itself also. 
 Linking the two sequentially
 

may not help either cause. In fact, arbitrary linkage
 

either forces solution of 
the ccmplex ?a*estinian issue 
into :he urgent, collapsing tine frame of Lebanon's deter
ioration under occupation, or forces Lebanon's continued
 

18-551 0-83-19 
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occupation and defacco partition by chaining Lebanon's
 

fruedom to the eventual s6lution of the Palcstinian prob

lem. While the two issues are inter-re!ated, the treatment
 

of each of them should have a life of its own in terms
 

of tume, conditions and trade-offs.
 

The Lebanese government and people are fully committed
 

to peace, and are prepared to carry their share of the
 

burden toward its achievement. In this process, the
 

Lebanese people are resolved to regain their freedom and
 

sovereignty and re-establish their unified nation. They
 

will accept nothing less. From Tripoli and Baalbeck in
 

the north, to the Chouf in the center, to Sidon in the
 

south, the people of Lebanon are demanding that the
 

Lebanese government and Army regain control of the areaz
 

presently occupied by foreign forces who are dedicated
 

to preserving their alien presence by inducing.instabil

ity in the regions under their control.
 

To those who question Lebanese unity as a fiction,
 

we challenge them to permit full self-expression, even
 

for a brief period, of Lebanon's democracy and sovereignty,
 

and watch the miracle of free men unfold. To those who
 

question Lebanese resolve, we will continue to resist,
 

and ca nnot permit, a regional solution which involves the
 

dismemberment or occupation of Lebanon.
 

The U.S. - Lebanon relationship is fundamental to
 

our survival. We shall co;ntinue to work hand in hand with
 

the U.S. to achieve our objectives.
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Mr. HAMILTON. Next, Mr. Sadd. 
We are glad to have you back, sir. 

STATEMENT OF DAVID J. SADD, EXECUTIVE DIRECTOR,
NATIONAL ASSOCIATION OF ARAB AMERICANS 

Mr. SADD. Thank you, Mr. Chairman.The National Association of Arab Americans welcomes this opportunity to testify. This subcommittee has an important opportunity and responsibility to investigate issues of concern rcgarding
our Middle East policy.I vividly remember a question raised by a then member of thissubcommittee at hearings last July when Hon. Paul Findley stated: 

I think we can all understand the concern the Palestinian leadership might have,leaving about half a million people at the mercy of these uncertain currents of political and military fortune in Lebanon. 
Then he asked each of the witnesses to comment on that.If sufficient attention had been paid to the concern raised by Mr.Findley at this subcommittee's hearings then, perhaps the tremendous human tragedy at Sabra and Shatilla could have been

avoided. 
We are concerned that, however good and honorable our intentions, American foreign aid is not encouraging stability and peace

in the Middle East.
We think that it is time, Mr. Chairman, that American aid to allnations be contingent upon behavior which is compatible withAmerica's national interests.
I will comment on three principal areas of concern.First, the supplemental appropriation for Lebanon.This year President Reagan has requested a supplemental appropriation of $251 million. Lebanon has suffered billions of dollars ofdamage in its long civil war. This civil war pitted many elements ofLebanese society against the other and involved foreign forces: theSyrians were invited in by the Lebanese Government to end thebloody civil conflict, and the Palestinians, driven from their homeland in Palestine by Israel, ultimately arrived in Lebanon.The Israeli invasion of Lebanon caused billions of dollars ofdamage in just 3 months. By every standard Israel should pay reparations to the Government of Lebanon or, alternatively Americanaid to Israel should be redirected to Lebanon.With regard to foreign assistance levels to the West Bank, Gaza,
Egypt, and Jordan, 1et me turn first to the West Bank.
The small program funding economic and social development inthe West Bank and Gaza has perhaps the highest impact of anyAmerican aid project in the world. We urge that funding be increased to $15 million for fiscal year 1984.With regard to Egypt and Jordan, we support the administration's recommendations for economic and military aid. H wever, inthe case of both these countries, and Lebanon as well, we urge thataid be extended in the same proportion of grants and loans as proposed for Israel and that loans carry the same favorable 30-year to10-year grace period terms.

With regard to Isra-1. I think we address the crucial questionwhich must be addre- d if we hope to promote a Middle East 
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peace is the linkage of all of our aid to pilitical performance and in 
particular the linkage of aid to Israel and the policies of Israel. 

We oppose the disproportionate amount of American aid going to 
Israel. Military and economic aid to Israel has grown at an unprec
edented rate in the last 10 y,?ars. 

While our direct aid to Israel totaled less than $2 billion in the 
20 years prior to 1972, an average of $100 million per year, aid to 
Israel has totaled over $18 billion in the last 10 years, $1.8 billion a 
year. On an annual basis direct aid to Israel has grown from $475 
million in 1972 to $2.5 billion now, an increase of over 500 percent. 

Growth of grant aid to Israel has been even more dramatic, in
creasing from $57 million in 1-'2 to $1.5 billion now, an increase of 
2,600 percent. 

I would also point out that of the over $20 billion of aid extended 
to Israel, only 17 percent, or $3.4 billion, has been repaid to the 
United States. 

Mr. Chairman, our massive aid to Israel and the rapid escalation 
of that aid has not contributed to peace in the region nor to Israeli 
policies which are responsive or responsible. Until the Congress 
puts more teeth in the President's Middle East initiative, until 
there is linkage between our billions of dollars of aid to Israel and 
Israel's political performance that will enable us to obtain, first, Is
raeli withdrawal from Lebanon and, second, an Israeli freeze on 
settlement activity in the West Bank and Gaza, we believe there 
will not be a successful Middle East peace process and we will only 
experience continued Israeli intransigence. 

I will close with the comment of a distinguished American made 
in a letter to one of his constituents. He sets an example for all 
American elected officials: 

My interest is only in the promises we have made to defend Israel against attack. 
To that end I promise you, even at my advanced age, I will volunteer for service to 
do that. But, I will not permit the United States of America, my country and your 
country, to continue to furnish supplies for Israel to murder, massacre and destroy 
civilizations only because of the whim of what I consider to be one man, and that 
man's name is Begin. 

I just don't want any of my grandchildren or your grandchildren to go through 
the horrors of war when those horrors are not needed. I am an American, and I am 
also a man who is part Jewish and extremely proud of that part, but I am an 
American and I think that explains where I stand on this whole thing. 

Sincerely, 
BARRY GOLDWATER, 

United States Senator. 

I thank you, Mr. Chairman.
 
Mr. HAMILTON. Thank you.
 
[Mr. Sadd's prepared statement follows:]
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PREPARED STATEMENT OF DAVID J. SADD, EXECUTIVE DIRECTOR OF THE NATIONAL 

ASSOCIATION OF ARAB AMERICANS 

The National Association of Arab Americans welcomes the opportunity to present
 
testimony to this Subcommittee Li-erning the Middle East portion of the
 
Administration's Fiscal Year 1984 foreign aid request and the Fiscal 
Year 1983
 
supplemental request. As representativws of the more than 3 million Americans
 
of Arab descent across the United States, the National Association of Arab
 
Americans and its members are deeply concerned that American tax dollars be
 
spent insuch a 
way as to promote U.S. interests inthe Middle East most
 
effectively by encouraging peace and stability inthe region and contributing,
within the limitations of severe budgetary constraints, to the economic 
development of our friends. 

We need not remind members of the Subcommittee that whatever levels of foreign
 
aid assistance may be appropriated, they will reflect United States values and
 
priorities and will be so interpreted by the rest of the wurld. The U.S. has
 
always had a strong moral conitment toward promoting respect for human rights

throughout the world and our foreign aid program has traditionally been
 
utilized as one means of observing that commitment. Indeed, Congress has
 
adopted legislation which prohibits foreign aid from being granted to any
 
:uuntry which 'engages in a consistent pattern of gross violations of
 
internationally recognized human rights," 
and itisvital that we adhere to
 
this legislation to preserve our credibility.
 

Ithas become clear to a 
large and growing segment of the American people over
 
the past year that, however good and honorable our intentions, American
 
foreign aid, or at least that portion of American aid that isgoing to Israel,
 
isnot encouraging stability and peace inthe Middle East. 
On the contrary,

ithas inadvertently contributed to the unspeakable violence and devastation
 
that has characterized the region over the past year.
 

By donating billions of dollars of aid to Israel without holding it 
accountable for its actions inthe Middle East and elsewhere, we are enabling 
Israel to pursue policies that damage America's nitional interests and
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jeopardize the peace process. By extending billions of dollars of military
 

aid to Israel annually, we ar contributing to a widening of the military
 

imbalance in the region that or.avencourages Israel to settle by military
 

means those issues which it ought to be settling at the negotiating table.
 

Our generosity to Israel is even more striking when itis compared to the
 

conditions and requirements attached to extending military and econonic
 

aid--even cash nilitary sales--to the Arab World. Discussions on aid or arms
 

sales to Arab friends and allies have routinely elicited detemined efforts,
 

from them. All
particularly within Congress, to require specific concessions 


told that we can only br1, g Israel
too frequently the Aerican people are to
 

the negotiating table if we supply itwith enough ams and aid to :lake it
 

willing to bargai:. It is claimed, on the other hand, that the Arab countries
 

can only be brought to the bargaining table by imposing pressure on them
 

through the withholding or limitation of aid. This tendency to extend the
 

carrot to 
Israel and the stick to our Arab friends does not contribute to the
 

search for peace.
 

Our great nation has demonstrated over the years its comitment to preserve
 

the security of Israel. We submit, however, that the United States should
 

have equal concern for the security of our friends and allies in the Arab
 

Woild. The 
Israeli invasion of Lebanon has made clear that Israel's neighbors 

have evry reason to fear Israel's military preponderance and its proclivity 

to wield disproportionate and irresponsible force against them whenever it 

wishes to do so. 

It is time, Mr. Chairman, that American aid to all nations, including Israel,
 

be contingent upon behavior which is compatible with America's national
 

interests. The United Stal s has traditionally not hesitated to withhold aid
 

to foreign nations that have pursued policies held to be either incompatible
 

with our national interests, disruptive of our foreign policy or in violation
 

of the high ideals that our nation and people hold most dear. It is time that
 

Israel be held to the same standards to which we require all other countries
 

to adhere. (Amplifications of this point may be found in Appendix A, which
 

includes an interview with former President Gerald Ford and articles by Jody
 

Powell, George Ball and Joseph C. Harsch.]
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In the past two years, the National Association of Arab Americans has, on
 
numerous occasions, protested against specific Israeli actions which have been
 

disruptive of the peace process or in violation of international law. On each
 
occasion we have urged that continued aid to Israel ae made contingent upon
 
cessation of such activities. Among the actions to which we have objected
 
are: the destruction of an Iraqi nuclear research facility inJune 1981, the
 
bombing of Beirut in July 1981 (which left 300 people dead), the annexation if
 
the orcupied Syrian Golan Heights in December 1981, the invasion of LeL,';non
in
 
June 1982, the siege of West Beirut, the cat.qorical rejection by the Israeli
 
Government of President Reagan's Middle East peace initiative, the increase in
 
Israeli settlement activity in the occupied territories and the massacre at
 
the Palestinian refugee camps of Sabra and Shatila, which took place at the
 
very least because of the "indirect responsibility" of the highest Israeli
 

officials.
 

Israeli settlement policy in the territories occupied since 1967 has become a
 
central issue in the quest for peace in the Middle East. President Reagan's
 
peace initiative outlined on September 1, 1982, reiterated the provisions of
 

Security Council Resolutions 242 and 338 that call for withdrawal from
 
occupied territories in exchange for peace. The U.S. has taken the position
 
that prior to a final negotiated settlement, the Palestinians in the West Bank
 
and Gaza must be allowed to practice self-government for a transitional
 
period. Inorder that this can be made possible, Israel must eventually
 

desist from actions that "create facts" in the territories or create
 
cnnditions that would make Israeli concessions difficult in negotiations for
 

an overall settlement.
 

President Reagan's peace plan spelled out this position clearly in 
a statement
 
in which he said, "The United States will not support the use of any
 
additional land for the purpose of settlements during the transition period."
 
The President then called for "the irnediate adoption of a settlement freeze
 
by Israel," as this could "create the confidence needed for wider
 
participation in these talks. Further settlement activity is in no way
 
necessary for the security of Israel ,nd only diminishes the confidence of the 
Arabs that a final outcome can be freely negotiated." [The problems
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surrounding Israeli settlement policy are illustrated in Appendix B, which
 

incl.pdes articles by Meade Thorpe, Jr. and Anthony Cordesman, an article on
 

former Presidents Gerald Ford and Jir.iy Carter and a background paper by the
 

National Association of Arab Americans.)
 

These Israeli actions and others have embarrassed the Reagan Administration
 

and often been harmful to the conduct of American foreign policy in the
 

region. In the aftermath of Israel's tragic and unjustifiable invasion of
 

Lebanon, for example, an invasion which left nearly twenty thousand Lebanese
 

and Palestinians dead--nost of then civilians--and many tens of thousands of
 

others wounded or homeless, the United States has been forced to rush millions
 

of dollars in humanitarian aid to Lebanon in order to help it recover from a
 

war which was conducted largely with American military equipment and financed
 

with funds made possible through massive infusions of American economic
 

assistance. As the President's supplemental request for Lebanon makes clear,
 

it will be necessary in the future to supply hundreds of millions of dollars
 

in additional assistance to Lebanon in order to help it recover from the
 

devastation it has suffered.
 

not academic, Mr. Chairman. Many of our
 

members, both Lebanese and Palestinian, have lost friends or relatives in
 

Lebanon in the past year.
 

Our interest in this issue is 


The United States has, moreover, been forced to send American troops to
 

occupied Lebanon in order to help provide the conditions necessary to achieve
 

the withdrawal of all fo-eign forces--pdrticularly Israeli forces--from that 

We need not remind this Subcomittee that one American
 

sol4ier was killed in Lebanon last year by the explosion of a cluster bxnb
 

that had been used by Israel in its invasion, despite supposedly solemn
 

assurances that such weaponry would not be used in an offensive war. [See 

Appendix C for Information on Israeli use of cluster bombs in Lebanon.] We
 

need not remind this Subcomnlttee either that there has receittly been a series 

of confrontations in Lebanon between Israeli occupying forces and U.S. Marines
 

or that Secretary of Defense Caspar Weinberger recently declared, quite
 

beleaguered country. 
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correctly, that the latest incident, in which a U.S. Marine refused to let
 
Israeli tanks into Anerican-pitrolled territory, was "basically damaging to
 
the President's efforts to secure peace in the whole area." 
 [For details of
 
the confrontations betwen Israeli soldiers and U.S. Marines, see Appendix D.]
 

Israel's belligerency in Lebanoa has also brought the United States into yet

another round of seemingly endless negotiations, this time to end Israel's
 
military occupation of Lebanon. 
 Last year at this time, the National
 
'.isociation of Arab Americans warned this Subconmittee that Israel was poised
 
to invade Lebanon and that it was prepared to do so despite the fact that the
 
cease-fire arranged by U.S. Special Envoy Philip Habib in July 1981 was being

generally adhered to by both side ,. We submitted to this Subcomittee a
 
research alert prepared by our organization entitled "High Risk of Israeli
 
Invasion of Lebanon' 
 and urged the Congress to act on the matter at once. 
Unfortunately, our warnings were not heeded. 
 [See Appendix E for research
 
alert.]
 

Had Israel been willing, the cease-fire, which called for an end to
 
hostilities across the Lebanese-Israeli border, would have held indefinitely
 
and progress could have been made in the search for Middle East peace.

Instead, Israel 
chose to use the pretext of the dreadful assassination attempt
 
on the life of the Israeli Ambassador to the United Kingdom as an excuse to
 
lay waste to Lebanon. 
As this Subcommittee knows, the assassination attempt
 
was not carried out by the Palestine Liberation Organization, as Israel
 
claimed, but by a group that had carried out assassination attempts on both
 
Israeli and PLO targets in the past.
 

Now, following the invasion, negotiations to secure a withdrawal of Israeli
 
troops fron Lebanon are dragging on and on, with no 
sign of success. This is
 
a gigantic step backward, paid for by the lives of thousands of people. 
As
 
this Subcommittee is doubtlessly aware, less than one month ago President
 
Reagan observed that "there's a 
certain moral point that we think the Israelis
 
;re neglecting or not observioag," namely, that the new government of Lebanon
 
has asked all 
foreign forces to leave and therefore Israel i.q"technically in
 
the position or an occupying force."
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The negotiations to secure withdrawal of foreign forces from Lebanon,
 

moreover, are sidetracking U.S. efforts to settle the overall
 

Israeli-Palestinian dispute. When President Reagan introduced his Middle East
 

peace initiative last September, he gave a needed and valuable impetus towards
 

settling that dispute. As the President stated so eloquently in his address
 

to the nation, the problem is to find a way "to reconcile Israel's legitimate
 

security concerr; with the legitimate rights of the Palestinians." Moreover,
 

as recently as February 23, 1983, President Reagan indicated that we "can't go
 

on with these people in not providing something in the nature of a homeland."
 

Unfortunately, the President's initiative has been categorically rejected by
 

Israel. The government of Prime Minister Menachem Regin has clearly stated
 

that itwill never relinquish the West Bank ,nd it has greeted the President's
 

call for a cessation of new settlements with a defiant and frenetic increase
 

in settlement activity, presumably as a prelude to outright annexation of the
 

occupied territories. [Israeli and Arab responses to President Reagan's
 

Middle East peace initiative may be found in Appendix F.]
 

The President's Middle East initiative was greeted much more favorably in the
 

Arab World. The Fez Summit Conference last September put forward a unified
 

Arab set of peace proposals that took the President's initiative into account
 

and implied recognition of Israel's right to exist. Following the Fez
 

Conference, Jordan's King Hussein and Palestine Liberation Organization
 

Chairman Yasser Arafat held a series of meetings aimed at building mutual
 

cooperation and formulating a cornnon stance on Middle Ea3t issues. These
 

positive developments need to be encouraged and nurtured.
 

One way to encourage such developments would be for Congress to give
 

unmistakable and concrete support for President Reagan's Middle East peace
 

initiative. Confusion has arisen on the part of many countries as to what
 

extent the President can rely on the Congress for support of his initiative.
 

This confusion was reinforced during the lame-duck session of the previous
 

Congress, when a significant increase in grant aid to Israel was approved ina
 

continuing resolution over the express objections of the Reagan Administration.
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The President's Foreign Aid Requests.
 

It is apparent from the Administration's foreign aid request that the primary
 
beneficiaries in Fiscal 
Year 1984, as in Fiscal Year 1983, are Israel and
 
Egypt. Although the total amount of assistance to Israel and Egypt are
 
somewhat rimilar (approximately $2.5 billion for Israel 
and $2.3 billion for
 
Fgypt, including PL 480 food aid), assistance fo, Israel is far nore
 
generous. Under the terms of the Administration's pronosals, Egypt, with a
 
very low per capita GNP of only $650, will 
receive a sun of approxinately
 
$51.80 for every Egyptian. Israel, on the other hand, with 
an extremely high
 
per capita GNP of $4,500 and a high standard of living, will be receiving the
 
enormnus sun of $634.60 for every Israeli citizen. There can be no
 
justification for compelling the merican taxpayer to provide each and every
 
Israeli citizen with such extravagant doses of welfare when Americans,
 

suffering from high unemployment rates and enormous budget deficits, 
are being
 
required to tighten their belts back home.
 

I would now like to comment on several of the specific proposals in the
 

foreign aid request and make recommendations concerning then. 

1. Lebanon
 

We are gratified by the bipartisan support that has arisen in Congress 
towards dramatically increasing the amount of aid to Lebanon. Successive 
Administrations and Congresses have been acutely aware of the nany problems 
facing Lebanon and have been sympathetic to the Lebanese and their plight, but
 
they have been unwilling or unable to 
provide Lebanon with the assistance
 
necessary for it to overcome the debilitating effects that years of civil
 

strife has had upon it.
 

Lebanon has suffered billions of dollars of damage in its long civil war.
 
That war pitted elements of Lebanese society against one another and involved
 
foreign forces as well. Palestinians, driven from their homeland in Palestine
 
by the Israelis, ultimately arrived in Lebanon, where they placed great
 
strains on the delicate soclo-econonic balance there. 
Syrian forces were
 
originally invited in by the legitimate Lebanese Government to help end the
 

conflict.
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The Israeli invasion of Lebanon, on the other hand, caused billions of
 

dollars of damage in a mere three months. Israil should pay reparations to
 

the Government of Lebanon for the damage it caused in the invasion. 
Ifit
 

refuses to do so, American aid, in an amount equivalent to the damage caused
 

in the invasion, should be diverted from Israel to Lebanon.
 

This year, President Reagan has requested a supplemental appropriation of
 

$251 million for war-devastated Lebanon to help the process of recovery which
 

must take place in the aftermath of the Israeli invasion. While modest in
 

comparison with Lebanon's needs and tiny in relation to the welfare which
 

Israel is provided, the President's request represents a positive step towirds
 

helping Lebanon rebuild. It is a step which we welcone warmly.
 

Nevertheless, if Lebanon is to recover fully froo the devastation that it
 

has suffered and is suffering under Israeli occupation, additional sums must
 

be earmarked for Lebanon, and the United States must be willing to maintain
 

these higher levels for some years to come. We strongly urge that Congress
 

increase the amount of economic and military aid to Lebanon. We recommlend
 

that, in view of the widespread destruction and economic dislocation inflicted
 

in the past year, aid to Lebanon be extended in the sene proportion of grants
 

and loans as is proposed for Israel.
 

A strong and stable Lebanon is a prerequisite for the achievement of a
 

comprehensive and lasting peace in the Middle East. We support the
 

Administration's efforts to achieve the withdrawal of foreign forces,
 

particularly Israeli forces, from Lebanon. The United States must encourage a
 

process whereby the legitimate Government of Lebanon can become the sole
 

guardians of peace and security in the country. The Lebanese armed forces
 

must be strengthened and consolidated. It is essentifl that Lebanon achieve
 

national reconciliation so that it can reunify and extend its sovereignty and
 

authority up to its internationally recognized boundaries.
 

2. West Bank/Gaza
 

We are gravely concerned that Israeli policies in the West Bank and Gaza
 

are severely undermining the chances for a peaceful settlement of the 
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Israeli/Palestinian dispute. 
We are particularly troubled at the frenetic
 
In'rease in Israeli settlement activity in the West Bank, the frequent

closures of and interference with academic freedom of Palestinian educational
 
institutions in the occupied ter'ritories, and revwlations of harassment and
 
mistreatment of Palcstinian demonstrators in the occupied territories.
 
[Appendix G includes articles on 
Israeli treatment of Palestinian residents on
 
the West Bank.] Some of these problems are 
dealt with in the chapter on
 
Israel and the Occupied Territories in the Country Reports on Human Riqhts

Practices for 1982 recently submitted to the Foreign Relations Committee by
 
the State Department. 

The Palestinian Christian and Muslim inhabitants of the occupied territories,
 
who have suffered under almost sixteen years of Israeli occupation, are in
 
desperate need of American assistance, since Israel refuses to meet their
 
needs. The Administration has proposed that $7 million be funneled through

private and voluntary organizations (PVOs). This represents a 
modest increase
 
in aid of half a million dollars, but it is still woefully inadequate.
 

The Agency for International Development. in its official proposals submitted
 
to Congress, has stated that:
 

Evaluations indicate that PVO projects are generally
 
well designed and implemented. The numbers of projects
 
proposed by conunity groups which are rejected or 
deferred by PVOs because of funding limitations 
indicate a substantial demand for assistance in 
self-help efforts which is not being met from other
 
sources. 
 The PVOs continue to encounter difficulties
 
in obtaining clearance from the Israeli Government to
 
proceed with individual sub-projects.
 

The small program funding economic and social development in the West Bank and
 
Gaza has perhaps the highest impact of any American aid project anywhere in
 
the world. 
We urge that funding for the West Bank and Gaza be increased to
 
$15 million for Fiscal Year 1984 and urge further that the United States 
Government put increasing pressure upon Israel not to put intolerable 



278
 

obstacles in the way of economic development programs that the Arab people of 

the West Bank and Gaza need and deserve. A substantial increase in the West
 

Bank/Gaza program can be a symbol of a more constructive relationship between 

Americans and Palestinians and can reflect the increased emphasis on the 

Palestinians that the Reagan Administration has begun to display.
 

3. Egypt 
We support the Administration's proposals of economic and nilitary aid to
 

long been A close friend ofEgypt. Egypt is an important Arab country and has 

the United States. Itis essential that that friendship continue. We urge
 

that Congress consider extending a larger portion of its Foreign Military 

Sales (FMS) aid to Egypt in the fore of grants. 

4. Jordan 

The friendship between Jordan and the United States has been long and
 

enduring despite the differences that exist between the two countries
 

conflict. Jordan is an indispensable
concerning the Israeli/Palestinian 

element in any efforts to secure a just and lasting peace in the Middle East. 

Weendorse the Administration's proposals to increase FMSto Jordan and to 

maintain Economic zupport Funds (ESF) for Jordan at the level of $20 million.
 

Weurge, however, that aid to Jordan be extended in the same proportion of 

grants and loans as is proposed for Israel. 

5. Israel
 

Weoppose the disproportionate amount of American foreign aid going to 

Israel in Fiscal Year 1984, particularly in the aftermath of the invasion of
 

Lebanon. Although Israel enjoys the highest per capita GNP of any country in
 

the Near East Region covered by the Administration's foreign aid proposals, it
 

higher amount of aid than any other recipient
nevertheless will receive a 


Given Israel's st2tus as the fourth strongest military power in the
nation. 

in the region, the amount ofworld and its unquestioned military superiority 

aid earmarked for Israel is exorbitant. 
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We note that, while the President has requested the same total amount of aid
 
for Israel in Fiscal Year 1984 as he did for Fiscal Year 1983 ($2.485
 
billion), the proportion of aid he has asked be extended in the form of grants

is sibstantially higher. The President's Fiscal Year 1984 requests include
 
$260 million of additional ESF grants and $50 million of additional FMS direct
 
financing, for a total of $310 million. 
This represents a very generous
 
additional concession to Israel. 
 We are opposed to the enormous amount of aid
 
that is orovided to 
Israel and we urge this Subcommittee not to recommend
 
terms that are even more favorable than the President has requested.
 

Israel must be held accountable for the policies it pursues in the Midole
 
East. 
 Unless the United States is willing to reduce or suspend military aid
 
to 
Israel when it pursues military policies that violate U.S. laws, including

the Arms Export Control Act, Israel will continue to violate those laws.
 
Unless the United States puts Israel on notice that itwill 
reduce its
 
economic assistance if Israel continues to establish new settlements in the
 
West Bank and Gaza and reduce U.S. assistance by the amount of money spent by

Israel 
in the pursuit of those policies, Israel will continue to ignore
 
American condemnations and defy American wishes.
 

The International Edi ion of The Jerusalem Post reported earlier this year
 
that Israeli Defense Ministry officials had estimated that the cost of the
 
invasion of Lebanon until March 1983 would be 38.2 billion Israeli 
shekels,
 
corresponding to approximately $1.44 billion. 
 The same issue reported that
 
the cost of settling each Jewish family in the West Bank is four to five
 
million Israeli shekels, corresponding to approximately $151,000 to $189,000
 
per family. There are reports that Israel is 
now luring settlers into the
 
occupied territories by subsidizing housing at prices cheaper than those found
 
in Israel itself. There can be no justification for asking the American
 
taxpayer to finance the invasion and continued occupation of Lebanon or to
 
fund the settlement activity in the occupied territories that is currently
 
taking place. [The question of U.S. aid to Israel 
is examined in Appendix.
 

U.S. law (PL 94-329) prohibits foreign aid from being granted to any country

which ",agages in a 
consistent pattern of gross violations of internationally
 
recognized human rights." 
 Many of the Arab inhabitants of the occupied
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territories have been subjected to a pattern of deprivation of their human
 

rights by the Israeli Government and the Israeli occupation forces. We
 

strongly urge the U.S. Congress to withhold economic and military aid to
 

Israel when such rights violations occur in order to discourage Israel from
 

continuing these unlawful practices.
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Mr. HAMILTON. The next witness is Ms. Frances Neely, legislative secretary of the Friends Committee on National Legislation.We are pleased to have you before the subcommittee again. 
STATEMENT OF FRANCES NEELY, LEGISLATIVE SECRETARY,

FRIENi)S COMMITTEE ON NATIONAL LEGISLATION 
Ms. NEELY. Thank you, Mr. Chairman. We appreciate appearingbefore this subcommittee because your actions affect the well-beingof children and the effectiveness of multinational p,acekeeping.
I will focus on requests for Israel and Lebanon.
We support all aid proposals that would help the children of Lebanon and of the occupied territories regain or maintain their physi

cal and emotional health.
We oppose all military assistance to either Israel or Lebanon as athreat to the well-being of children. The Israeli sweep throughsouthern Lebanon and its 9-week seige of Beirut uprooted and terrorized thousands of children.
The dead can be counted. But the psychological damage to survivors is harder to measure and difficult to heal.
The invasion brought with it the breakup of families and the disruption of' other institutions that help children grow. According toUNICEF, family rehabilitation is essential if Lebanon is to avoiddevelopment of a handicapped generation.
The Israelis are still holding many skilled Palestinian teachersand social workers who would normally be assisting in the development of the young. The Palestinian medical system has beenalmost destroyed by Israeli gunfire and imprisonment or harass

ment of personnel.
A new campaign of terror is reportedly being launched in southern Lebanon by Christian factions and fears of' additional massa

cres run deep.

The climate of hostility has been fed by the Israeli Government's
decision to arm various Lebanese factions, regardless of consequences for the civilian population. The Israeli Commission appointed to assess responsibility for the Sabra and Shattila massa

cres reported that: 
In our view, everyone who had anything to do with events in Lebanon shouldhav felt apprehension about a massacre in the camps if armed Phalangist forceswere to be moved into them without the l)1' exercising concrete and effective supervision and scrutiny of them ... all those concerned !Israelis were well awarecombat morality among the various combatant groups in Lebanon dif'fers from 

that 
thenorm in the IDF, that the combatants in Lebanon belittle value of human liftbeyond what is necessary and accepted 
bir 

in wars between civilized peoples, and thatvarious atrocities against the noncombatant population had been widespread in Leb
anon since 1975. 

Yet despite this assessment, the Israelis armed the Phalange,maintained constant contact with Phalangists, chose them to combthe refugee camps for terrorists, because the Israeli military couldgive the Phalangists orders whereas it was impossible to give the
Lebanese Army orders.

After failing to co-opt the Shiites in southern Lebanon, Israel hastried to divide them into uncoordinated village militias linked withHaddad, another discredited competitor for inpower Lebanon.Israel also trains and supports the Haddad militia. 

0-83o.--20 
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These actions have ramifications for children. Although Israel is 
not the only outside power in Lebanc -i, Israeli actions are especial
ly important to Americans because we have provided Israel with 
billions of dollars in military and financial aid. 

Since you have oversight of the level and distribution of aid, you 
have a responsibility to set standards as to what is and what is not 
acceptable conduct by aid recipients. 

Last year the Israelis, like the Phalangists at Sabra and Shattila, 
might well have beiieved that their mentor, the United States, had 
given them carte blanche to move into Lebanon and cleir out the 

terrorists regardless of consequences to women and child en. 
aid to Israel, you will reaffirm thatIf you continue military 

belief. If you continue military aid to Israel, you will also be acqui
escing in the arming of factions within Lebanon. If' these factions 
share with Sharon a lack of moral brakes, as one Israeli has sug
gested, it may be because other nations have used them as proxies 
to attain foreign goals. 

The United States, as weapons supplier to Israel, shares blame 
for the moral degradation involved. 

We oppose the $101 million supplemental request to help expand 
and equip the military forces of the Lebanese Government. Al
though the goal is admirable, to stabilize Lebanese society, the 
danger of triggering additional violence is too great. 

Stability might be achieved more quickly and with less pain by 
turning all of Lebanon into a demilitarized zone. We urge you and 
the executive branch to join together in asking the U.N. to expand 

forces in Lebanon, to assign them to stationsits peacekeeping 
throughout the country, and to supplement their policing capabili
ty with the addition of' special mediation and conciliation teams. 

Continuation of' U.S. military aid to Israel despite Israel's unwill
ingness to settle disputes by peaceful means has undercut the effec
tiveness and curtailed the growth of' international peacekeeping 
and peacemaking. 

Sending U.S. military contingents into the Middle East largely 
because Israel refuses to accept U.N. involvement sets a precedent 

peacekeeping operfor bypassing the United Nations in future 
ations. 

If and when there is a foreign forces withdrawal agreement, Con

gress may be faced with a request to send mo troops to Lebanon. 
We hope you will reject that request. 

Please ask the administration to return peacekeeping responsi
bility to the world community where peacekeeping procedures may 
be nurtured and improved. in the long run, no country, including 
Israel, will benefit from destroying the fragile international institu

are trying to promote and monitor the peaceful settletions that 
ment of disputes. 

Thank you, Mr. Chairman. 
Mr. HAMILTON. Thank you very much. 
[Ms. Neely's prepared statement follows:] 
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PREPARED STATEMENT OF FRANCES E. NEELY, LEGISLATIVE SECRETARY, FRIENDS 

COMMIrrEIE ON NATIONAL LEGISLATION 

I am Frances Neely, Legislative Secretary, Friends Committee on National
 
Legislation. We appreciate the opportunity to appear before you because 
your actions affect two of our major cuncerns: the well-being of millions 
of children and the effectiveness of multinational peacekeeping and peace
making. These issues are important to all Friends, although, as you know,
FCNL does not attempt to speak for every member of the Society of Friends. 

Historically, the Friends Committee has supported U.S. development programs
that benefit the poorer inhabitants of the poorer nations. We have endorsed 
U.S. contributions to multilateral programs, 
suc as the UNDP, UNICEF, IDA 
and the soft lomn windows of the international banks. We have opposed
grants and sales of U.S. arms to any nation, as well as construction of 
bases or stationing of U.S. armed personnel on foreign soil.
 

We have recommended that the Economic Support Fund be eliminated and ESF pro
jects that meet criteria for economic development activities be transferred
 
to the appropriate categories of agriculture and rural development, popula
tion and health, education and human resources, etc. We have suggested

that countries needing budgetary support be referred to the International
 
Monetary Fund.
 

I bring you that same message today, but I will concentrate on foreign aid
 
requests for Israel and Lebanon, because U.S. aid to those nations affects
 
so immediately the lives and psychological health of children, as well pa

the effectiveness of multinational peacekeeping and peacemaking instittt
tions. 

EFFECT ON CHILDREN
 

We support any components of the proposals before you that will help the
 
children of Lebanon and the occupied territories regain or maintain their
 
physical or emotional health. 
We oppose all military assistance to either
 
Israel or Lebanon as a threat to the well-being of children.
 

i. InLebanon
 

U.S. military aid to Israel has had a devastating effect on the children of
 
Lebanon. 
Children under 15 constitute about 39% of the population. Last
 
June, the UNICEF director in Beirut estimated that there were nearly 460,000
 
children in West Beirut and the suburbs alone. 
 The Israeli sweep through
southern Lebanon and its 9-week seige of Beirut uprooted and terrorized 
t~ousands of children. The dead can be counted, but the psychological damage 
to survivors is harder to measure and difficult to heal.
 

The invasion brought with it 
the break-up of families and the disruption of
 
services and other institutions that help children grow. 

The break-up of families. 
 Last summer UNRWA appealed to Palestinian mothers
 
to be more sensitive to signs of illness among their ycunger children.
 
According to Agency staff, many mothers were so traumatized by the invasion
 
and the loss or disappearance of husbaods and older sons that they were unable
 
to care adequately for the health of their families.
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are still imprisoned at the Israeli
 

Releases are
 
Over 5,000 Palestinian and Lebanese males 


Ansar camp. These prisoners are being held without charges. 

rumors of prisoner exchanges remain Just that -
approved sporadically, and 


Messages may be exchanged, but some
 Family visits are prohibited. 

channel for fear of drawing attention to the


rumors. 

use this 


location of their families. The families themselves suffer emotional and
 

loss of husbands. fathers and breadwinners.*
 

prisoners hesitate to 


economic deprivation from the 


for the wives and children left behind when the 
Life is also precarious 

leave Beirut for other lands. Some of
forced to
Palestinian fighters were 

Sabra and Shatila.
the dependents of the deportees may have died at 


are still holding many highly-

The breakdown of institutions. The Israelis 


orbe assisting in the training 

These include social workers, teachers and mediskilled Palestinians who would normally 

develspment of the young. 

including clinic and 

cal practitioners. The Palestinian medical system, 
and imprisonment ordestroyed by Israeli gunfirehospitals, has been almost 

it will be almost
one U.S. official,
harassment of personnel. According to 


the level of care provided by the Palestine Red Cres
impossible to restore 


cent.
 

In Israeli hands. Most 
Nearly 70 P'alestinian employees of UNRWAremain of
 

Almost all of UINRWA'
s 4chools have reopened,
these detainees are teachers. 


but schooling it; circumcrired. 
 In Sidon, Palestinian schools operate on 

large tents.triple shifts, and classes are held in 

be developing In
The on-i,;ln terror. A new campaign of terror seemis to 

The terror
southern Lebanon, and fears of additional massacres run deep. 


ists seem to be from various "CirlLtlan" factloot, and 
 their hatred Is di

as well asIPalestinians. People have been 

famlies intimidated Into leaving theirrected against Shilte MuslIms 

injured, mutilated and killed, and 


homes. The potential for intimidat ion in the Sidon ar,-a Il enormous,
 
of the United Nations 

according to UNRWAofficial;. The Secretary General 


it ;tudying possible CII action. ThIe Commil 
han expressed deep concern and 


demanded that Israel, as the
 
sioner General of UMIRWAand tie ICRC have 

ensure the uafety of theits responsibility tooccupying power, fulfill 

civilian population.
 

The ICRC reported, on February 24, that: 

the past two weeks, the fate of the Palestilan population
During 

of deep cniern. ICRC's dele
in southern Lebanon became a matter 


gation In Libanon 
 directed mosit of its energiles to this problei
 

and also immediately strengti.ned Its repi.,sentatIons to remind
 

power of its rbli gations under International law,

the occupying 

lague Convention ofConvention and tue 
(sieeattachm(nts) 

i.e. the fourth Geneva 

1907. 


Israeli Governuent's decision 
The climate of hostility has been fed by the 


arm various Lebanese factions, regardless of conseqiences for the civil
to 

Tre Israeli Coenlisslon appointed to assess responsibility

ian population. 

for the Sabra and Shatila maisacreu reported that:
 

our view, everyone who had anything to do with events in

In 

have felt apprehension abut a marsrcre In tie
 
Lebanon should 
camps if armed Phalangist forces were to be moved Into them with

and effective nupervlsion and 
out the IDF exercising concrete 

. . . all those concerned [Israelis] were well
 scrutiny of them 


retained Ii committee files.statement areAttachments to Is. .eelv'!, 
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aware that combat morality among the various combatant groups
in Lebanon differs from the norm in the IDF, that the combatants 
in Lebanon belittle value of human life far beyond what is nec
essary and accepted in wars between civilized peoples, and that
various atrocities against the noncombatant population had been 
widespread in Lebanon since 1975."
 

Yet despite this assessment, the Israelis armed the Phalange, maintained"constant contact" with Phalangists, chose them to comb the refugee camps
fc- "errorists", because the Israeli military could give the Phalangists
"orders whereas it was impossible to give the Lebanese army orders" (New

York Times, 2/9/83). Israel continues to supply the Phalange with arms.
 
although the Phalange charges that Israel is also helping their enemy, the
Druse (New York Times, 2/16/83). After failing to co-opt the Shiites in
southern Lebanon, Israel has tried to divide them into uncoordinated village

militias linked with Haddad, another discredited competitor for power in
 
Lebanon. 
Israel also trains and supports the Haddad militia..
 

All of these actions have incredible ramifications for the well-being of

children. 
Of course, Israel is not the only outside power operating in

Lebanon and supplying Lebanese factions to 
a degree that hurts the young.

I have concentrated on Israeli actions because, over the years, 
the United
 
States has provided Israel with billions of dollars in military and finan
cial aid. 
 It would be only natural for Israelis to assume that we wouldn't
 
provide them with that much of our substance unless we approve of what they

do. Since you have oversight of the level and distribution of U.S. aid
 
funds, you have a Lremendous responsibility to set standards as to what is
 
and is not acceptable conduct by aid recipients.
 

Last year, the Israelis, like the Phalangists at Sabra and Shatila, might

well have believed that their mentor, in this case the UnitedStates, had
given them carte blanche to move 
into Lebanon and clear out the "terror
ists", regardless of consequences to women and children. If you continue
 
military aid to Israel, you will reaffirm that belief.
 

If you continue military aid to 
Israel, you will also be acquiescing in the
 
arming and/or rearming of factions within Lebanon. 
 If these factions share
 
with Sharon a "lack of moral brakes" as one Israeli has suggested, it may 
be because other nations -- Israel, Syria and Libya -- have plied the 
Lebanese with weapons and used them as proxies to attain foreign goals.
The United States, as weapons supplier to the Israeli player, shares
 
blame for the moral degradation involved. 
 We urge you to assert your

strong objection to such practices by ending military aid to 
Israel.
 

ii. In the Occupied Territories of the West Bank and Gaza
 

The impact of this occupation also 
rests heavily on children, their school
ing, their freedom of movement, their freedom of speech and, in some

instances, their right to survive. 
 It Is only in the past few months that
 
we Americans have becume aware 
of the techniques employed in the West Bank

during last spring's disturbances -- techniques that were set 
forth in two

documents issued by Israeli Chief of Staff Eitan. 
 General Eitan, as you

will recall, was charged in the Sabra-Shatila report with a breach of duty

for neither forseeing nor attempting to halt the "slaughter" in the camps.

Israeli policy in the occupied territories, according to Eltan, should
 
include punishment of parents of students who participate in demonstrations,
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etc.
 

(see attachments) 

expulsion from the territories, economic punishment of whole villages, 


Here, too, the United States, through its military and
 

financial aid may have led the Israeli Government to believe that we don't
 

care how Israel treats the people over whom it holds the power of life and
 

death.
 

iii. U.S. Military Aid to Lebanon
 

We oppose the $101 million supplemental request to help expand and equip
 

the military forces of the Lebanese Government. Although the goal is admi

rable -- to stabilize Lebanese society -- the danger of triggering additional
 

violence is too great. Stability might be achieved more quickly and with
 

lesa pain by turning all of Lebanon into a demilitarized zone.
 

We urge you and the Executive Branch to join together in asking the UN to
 

expand its peacekeeping forces in Lebanon, to assign them to stations
 

throughout the country and to supplement their policing capability with the
 

addition of special mediation and conciliation teams. The UN peacekeeping
 

forces could oversee the dinarming of all militia, including the Phalange,
 

and the conciliation teams could help the Lebanese and Palestinia.t people
 

move away from horror and back to community.
 

The Lebanese Government has already requested that UNIFIL be deployed 

throughout Lebanon as soon as all non-Lebanese forces are withdrawn. The 

Lebanese want UNIFIL to confirm the withdrawal of all foreign forces, restore 

international peace and assist the Lebant e army in extending governmental 

authority throughout Lebanon. 

If Lebanon were to become a demilitarized zone, UNIFIL could do all the
 

things the Lebanese Government suggests to guarantee Lebanon's external
 

security, but it would work with the Lebanese police instead of an army to
 

bring about internal peace.
 

EFFECT OF U.S. AID TO ISRAEL ON UN PEACEMAKING AND PEACEKEEPING
 

Israel, despite Israel's unwillingness
Continuation of U.S. military aid to 


to settle disputes by peaceful means, has undercut the effectiveness and 

curtailed the growth of international peacekeeping and peacemaking. The 

lack of U.S. response to Israel's contemptuous treatment of UN peacekeeping 

forces gives the Impression that the U.S. acquiesces In Israel's refusal to
 

accept UN decisions. Even when the U.S. has endorsed UIZefforts to control 

Israel's actions, we have made a mockery of that endor-,ement by sending
 

Israel arms and equipment to carry out illegal acts. (Resolutions attached)
 

This is particularly unfortunate since the U.S., as a founding member of
 

of the U11Security Council, has a special rt

sponsibility to help that agency "maintain International peace and security." 
the UN and a permanent member 

Furthermore, the sending of I;.S. military contIngents Into the Middle East, 

largely because Israel refused lt accept UN Involvement on the Israeli-

Egyptian border or in Beirut, set:- a precedent for by-passing the UN in future 
is a foreign forces withdrawalpeacekeeping operations. If and when there 

agreement, Congress may be faced with an Administration request to send more 

troops into Lebanon. We hope you will reject that request. Please ask the 

Administration to return peacekeeping responsibility to the world commu
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nity, where peacekeepin8 procedures may be nurtured and improved.
 

In the long run, no country, including Israel, will benefit from destroying
 
the fragile international institutions that are trying to promote and moni
tor the peaceful settlement of disputes. In the long run, all nations will
 
need such institutions to help bring about a civilized re ponae to political
 
problems. We urge you to reaffirm the U.S. commitment to such institutions
 
and supplement that affirmation by discontinuing military aid to Israel.
 

Some Excerpts from the Record
 

When Israel was forced to withdraw from Lebanon after its 1978 invasion, it 
circumvented UN goals by turning the southern border area over to an Israeli 
ally, former Lebanese Army Major Haddad, and his militia, whom the Israelis 
trained and armed. The Haddad presence made it impossible for the UN Interim 
Force in Lebanon (UNIFTL) to fulfill its 1978 mandate, i.e. to confirm with
draval of Israeli fKcces and to establish a demilitarized zone in southern
 
Lebanon. Haddad's presence also facilitated the breaching of UN peacekeeping
 
areas last June.
 

Last June, General Eitan, Chief of Staff of the the Israel Defence Forces,
 
gave the UNIFIL commander 28 minutes notice of Israel's second invasion of
 
Lebanon.
 

He indicated that there was need for the IDF to pass through or t,ear
 
UNIFIL positions, and he expected that UNIFIL would raise no physical
 
difficulty to the advancing troops. General Callaghan objected to . . .
 
and protested against this totally unacceptable course of action . . .
 
[When] UNIFIL troops attempted to prevent the entry and advance of 
Iqraeli forces . . . tank barrels were pointed at UNIFIL soldiers
 
obstacles [placed in the way of the Israeli advance] werelfoTcibly
 
removed and bulldozed. At Khardala Bridge, a small Nepalede.pOsition
 
stood its ground for two days, despite haras3ment and thr~ats.. .
 
their positions was partially destroyed . . .
 

I regret having to report that a Norwegian soldier was killed
 
by shrapnel on 6 June. Further, the IDF has taken prisoner 62
 
Lebanese army soldiers who were serving under the operational
 
command of UNIFTL. This was protested to the IDF with the de
mand that they b. returned to UNIFIL. Despite this, the IDF
 
has handed over the prisoners to the de facto forces [Christian
 
and associated militias), an action that has'been most vigorously
 
protested. -- Secretary General's Report, June 11, 1982
 

UNIFIL headquarters was cut off from all UNIFIL battalions and supply routes
 
closed. UNIFIL responded by holding to its positions. UNIFIL staff attempted
 

to assist persons evacuated from Tyre with food, water and medical supplies,
 
according to the Secretary General's report of June 8, 1982.
 

In the days immediately following the Israeli invasion . . . there
 
were instances in which Tisaeli military personnel forced entry
 
into UNIFIL installations, destroyed UNIFIL checkpoints, fired
 
close to UNIFIL positions or blocked roads in the UNIFIL area of
 
deployment . . . At the end of June, a new armed group, equipped
 
and controlled by the Israeli forces appeared in parts of the
 
UNIFIL area. These armed persons, recruited from the local popu
lation and variously referred to by the Israeli forces as "national
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guard" or'"civil guard" attempted to establish checkpoints and
 
patro. the villages. In some locations the ill-disciplined be
havtour of these irregulara, who are not recognized by the Leba
nese Government, led to! friction with the other inhabitants. With
 
a view to protecting the civilian population, UNIFIL has taken
 
action to contain the activities of these armed persons.
 
- Secretary General's Report, August 13, 1982
 

On 23 November 1982, an Israeli unit forced its way into the
 
Senegalese battalion headquarters and briefly questioned Leba
nese army personnel stationed there. The following day, a
 
similar attempt was foiled at the Irish battalion headquarters.
 
On 16 December 1982, Israeli soldiers fired approximately 20
 
rounds and two illumination flares towards two Nigerian positions. 
On 20 December, Israeli personnel on two separate occasions fired
 
.over the heads of two members of the UNIFIL military police who
 
were on convoy duty . . .
 

During the period under review, IDF continued the recruitment and 
arming of selected villagers in the UNIFIL area . . . UNIFIL has 
made strong representations to the Israeli authorities about the 
arming of such groups and the risk of incidents arising from their 
irresponsible behaviour. -- Secretary General's Report, January 1, 
1983 

ADDENDUM
 

You may, of course, wish to consider more mundane issues as you examine the
 
Administration's request for aid to Israel. If the roraelis are able to
 
finance the ,ar on Lebanon without outside assistance, as the Israeli
 
Government ;has said, then why should American taxpayers continue to subsi
dize Israel's ongoing military establishment?
 

Since the Israeli social consciousness forces that government to subsidize
 
basic living costs and to worry about an unemployment rate of about 5% (1981),
 
you may find it useful to weigh the needs of America's poor agsinat the pro
posed subsidy to Israel. We would applaud a decision to transfer Israel
designated-dollars to programs to meet the needs of Americans standing in
 
bread and unemployment lines.
 

* 	"As of the end of 1982, the Israeli government had not made public a full or 
partial list of names of the detainees, had not permitted relatives access 
to the detainees, and, while granting the Red Cross access to most of the 
prisoners, apparently maintained some of them inccmsunicado and unaccounted 
for. Because of the lack of charges, access, or, in some cases, information 
as to whether or where specific persJns are being detained, legal recourse 
for the detainees was extremely limited; however, various cases were filed 
in the Israeli judicial system on behalf of some of the prisoners, demanding 
that the Government set forth the legal basic 'or holding them. AS of the 
end of 1982, no decisions had been announced in those cases. At year end, 
the number of prisoners captured in Lebanon and still held by Israel, aside 
from about 300 Syrian POWs, was probably in the neighborhood of 5,400, with 
approximately 5,300 held in Ansar prison camp." -- Country Reports on Human 
Rights, Department of State, February 1983. 
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Mr. HAMILTON. The next witness is Mr. Zogby, who is the Direc
tor of the American Arab Anti-Discrimination Committee. 

STATEMENT OF JAMES J. ZOGBY, EXECUTIVE DIRECTOR,

AMERICAN-AIRAB ANTIDISCRIM INATION COMMITTEE
 

Mr. ZOGBY. Thank you, Mr. Chairman. 
My testimony has been submitted to the committee. I have some 

informal remarks to make. 
The year 1982 has been disturbing for Arab Americans. We were 

as a community shaken by the massive destruction of human life
and severe repression of our people in Lebanon, in occupied West
Bank and Gaza Strip regions of Palestine, and in the Golan 
Heights.

The majority of Arab Americans and, therefore, of our member
ship, are of Lebanese and Syrian descent. There is also a sizable
Palestinian contingency among Arab Americans and, therefore, 
among our membership

I only want to address to you today a few of the concerns shared 
by our community.

Today as I speak to you, at least 6,000 Lebanese and Palestin
ians, many of them family members of people of Arab descent
living in America, remain held by Israel in makeshift prisons in 
southern Lebanon. 

They are held without charges. They are not allowed family
visits. Nor are they allowed adequate medical health care. There 
are entire areas of south Lebanon today where villages exist,
camps exist, where there are no young men, only women, children,
and old people.

They want to know where their men are, and they are denied 
that simple information. 

In addition, there are a sizable number of prisoners held in Israel
itself. Among them there are at least eight Lebanese and Palestin
ian women held incommunicado in prison. While Israeli attorneys
have asked to see them to investigate charges against them and to 
see the conditions that they are living under, they have been
denied access, and there are serious concerns as to the conditions of 
these women prisoners.

In the West Bank and Gaza, repression reached new heights in1982. Hundreds have been shot by Israeli soldiers and settlers,
dozens were killed, thousands of acres of land were confiscated and 
scores of homes were destroyed.

In the Golan Heights, the Arab population there remains victim
of harsh military rule. The Golan, you see, was annexed in 1982, afact that has been largely overlooked in America today, and this
annexation was followed by massive repression in almo.- every vil
lage and town. 

The Golan was subjected to months of curfew and blockade-no
food, no medical supplies, no travel was allowed for shepherds to
tend flocks or farmers to tend fields. While the curfew has been
lifted, the repression in the Golan remains. 

I don't know if you have read this year's State Department
human rights report. It was commissioned by Congress to inform 



290
 

Congress so that Congress could make determinations as to when 
U.S. aid should be allowed. 

The law reads that no aid should be given to countries that are 
violators of human rights. While I have some concern that the 
report in some areas has been understated, even a casual reading 
indicates that a serious and disturbing pattern of human rights 
abuses exists in areas under Israeli occupation. 

Reading the report one can only conclude that the Middle East is 
not a military or strategic problem. It is an enormous human trag
edy that can no longer be ignored. I could come to you and say that 
the policies of Begin or the policies of Israel are devastating to the 
soul of Israel. But I have to be honest with you. 

I have reached the point of exhaustion. I don't care any more 
about the effect on the soul of Israel. You see, for me it has become 
a question of what Israeli policy does to the bodies and souls of 
Arab people. 

This year thousands have been killed and repression is intense. 
How, I ask you, can this Congress turn a blind eye to these abuses. 
Could it turn a blind eye to such abuses of similar proportions if 
they happened to Polish people or Jewish people or people really in 
any other part of the world? 

How can the United States support or maintain an identification 
with these policies and how can these policies of the Israeli Govern
ment be seen in any way, shape, or form as being in our national 
interests. 

When in history have cruel and intense abuses of human rights 
ever been in the national interest of any country? 

Today over 2 million Arab people live under Israeli occupation. 
This occupation is funded largely by our tax dollars to the tune of 
about $9 million a day for the last 9 years. 

I urge you to send a signal to Israel that the abuses of rights 
must be stopped. If you can find the courage and the vision to do 
so, I urge you to send a signal, a gesture, if you will, to the Arab 
people of the Golan, of occupied Lebanon and of the West Bank 
and Gaza, that the United States will not ignore their plight, and 
that in conformity with U.S. law, their human rights will be de
fended.
 

Thank you.
 
Mr. HAMILTON. Thank you very much, Mr. Zogby.
 
[Mr. Zogby's prepared statement follows:]
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PREPARED STATEMENT OF JAMES ZOGBY, EXECUTIVE DIRECTOR, AMERICAN-ARAB ANTI-

DISCRIMINATION COMMITTEE 

I 
am Executive Director of the American-Arab Anti-Discrimination
 

Committee. 
ADC isa 14,000 member grassroots organization with 49
 

chapters nationwide. Itismy responsibility to bring Arab-American
 

concerns, needs and aspirations to your attention. 
 These are inextri

cably linked to Israeli behavior inthe Middle East and to our govern

ment's underwriting of that behavior.
 

The U.S. has continued to provide Israel with generous amounts
 

of military and economic aid despite its accelerated pace of establishing
 

exclusive Jewish settlements in the occupied territories of the West
 

Bank and Gaza Strip. Ithas continued to arm Israel despite its unpre

cedented air strike against Iraq's nuclear.reac 'tor;
and ithas rewarded
 

Israel with military assistance inthe wake of '6e invasion and occupation
 

of South Lebanon, and Israeli violations of human rights not only in
 

occupied Lebanon but inthe occupied Palestinian lands of the West Bank,
 

Gaza Strip and the occupied Syrian Golan Heights.
 

Israel is the largest single recipient of U.S. aid. No other country
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enjoys such priviliged access to U.S. tax revenues. No other country
 

so blatantly ignores U.S. intent and sensibilities. It isclear that
 

our emphasis on military aid-as a foreign policy tool has not contributed
 

to peace in the region. This past summer, we witnessed a savage Israeli
 

invasion of Lebanon. I use the work savage consciously. Itwas carried
 

out coolly, technologically from 30,000 feet up and 10-20 miles away.
 

Itwas done with the conscious de..ision to put civilian lives at risk
 

inorder to minimize casualties to Israeli military personnel. And
 

itwas effective. Only 340 Israelis died inthe fighting,.but over
 

20,000 Lebanese and Palestinians were killed.
 

What was this war intended to accomplish? According to Sharon
 

there were three basic reasons for the invasion of Lebanon.
 

The first he said was to eradicate the PLO once and for all. The
 

second was to save Israeli lives innothern Israel. The third was to
 

establish a central government inLebanon that could make peace with
 

Israel.
 

With regard to the first rationale, the PLO has not been eliminated.
 

Itis still the recognized voice for Palestinian aspirations for a home

land. Futthermore, the PLO isnot the instigator of a Palestinian yearning
 

for a homeland. It is the expression of this yearning. The elimination
 

of the PLO would neither stifle that yearning nor produce the acceptance
 

of Israel by the Arab States.
 

As to the second, the first violation of the July 1981 cease-fire
 

negotiated by Philip Habib was by Israel. On April 21, the Israeli
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air force bombed PLO bases and Palestinian population centers inthe
 

Beirut and Sidon areas. The pretext was the death of an Israeli soldier
 

ina land mine explosion insouthern Lebanon. 
The PLO did not respond.
 

On May 9, Israel again bombed PLO installations and Palestinians camps
 

inBeirut and southern Lebanon. Inresponse, the PLO fired artillery
 

and rocket shells into nothern Israel. This was the only PLO shelling
 

of nothern Israel between July 1981 and the massive Israeli bombing
 

of Beirut, Tyre, and Sidon on June 4th & 5th, 1982.
 

With regard to the third, while Lebanon has not signed a peace
 

treaty with Israel nor formally recognized Israel. Italso has never
 

participated inthe wars against Israel. 
 As unstable as Lebanon might
 

have been, nowhere inall the covenants between nations is itdeclared
 

permissable for one country to 
invade another to bring about stability.
 

That isthe U.S. position on the Vietnamese invasion of Cambodia and
 

the Soviet invasion of Afghanistan.
 

What did the war actually accomplish? For Lebanon, itresulted
 

in $12 billion indamages; 80,000 homeless; three major cities inruins;
 

20,000 killed and 30,000 wounded.
 

For the region, the war has resulted infurther destabilization.
 

There are 17,400 new refugees, and the Soviets are now installing SA-5
 

surface to air missiles inSyria.
 

For the U.S., it resulted inanother loss of Arab faith inAmerican
 

good will, and another decline inU.S. standing among the world nations.
 

We alone voted against a U.N. resolution to condemn Israel's action
 

and to call 
for a cessation to hostilities and a beginning of negotiations.
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It is true that, inthe aftermath of the war, the Reagan administra

tion has made a halting and limited first step. But the Reagan peace
 

initiative was really a step that was too little too late.
 

In his September 1 statement, President Reagan condemned the building
 

of new settlements. Begin responded with an announcement of four new
 

settlements, but Reagan said--and did-nothing. Once again, we saw the
 

Reagan Administration, like those before it,acting as the dog that
 

iswagged by the Israeli tail.
 

Arab-Americans believe that inorder for this administration, for
 

this country, to take the decisive steps necessary to bring about peace
 

inthe Middle East, Israel must be brought to account. We cannot
 

continue to send $9million a day to Israel, as we have been dning for
 

the past 9 years. That kind of aid level cannot go unchallenged as
 

long as Israel uses it in such a way as to violate American laws stipula

ting how U.S. ecoromic and military aid isto be used. We have a choice
 

of three options, !sChairman Zablocki of the House Foreign Affairs
 

Committee has mare clear, either we abolish the laws and get rid of
 

the Arms Export Control Act (which would make many countries, such as
 

Argentina, Turkey, Ecuador and Chile, who have been previously censured,
 

very happy) or we tell the world community that Israel isan exception
 

and can therefore rewrite American laws at will and use American aid
 

as itpleases. Or, we can take the courageous step, the decisive step,
 

and simply apply the law to Israel.
 

I am not so naive as to think that military aid to Israel islikely
 

to be cut by this Congress. I do, however, believe that this Congress
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should and can tie U.S. assistance to Israel's conforming to U.S. foreign
 

policy objectives in the Middle East. 
 I urge this committee to tie
 

the Economic Support Funds to 
a cessation in the establishment of settle

ments on the West Bank. For those who fear that attaching strings to
 

Israeli aid (as we 
do with almost every other country) would imperil
 

Israel's survival ,..I
would remind you that the Israeli economy appears
 

to be fattening off the 
war, and Israeli exports are flooding the Leba

nese market.
 

Another important fact to consider is that the Israeli peace movement
 

cannot gain strength, as long as 
the government of Israel is continually
 

rewarded for its violation of U.S. laws. It is clear that the peace
 

movement in Israel 
has gained its greatest momentum and had its biggest
 

upsurges when America spoke out, even 
haltingly, agair-t the war. It
 

was on the day that Reagan announced his peace plan that the Israeli
 

peace forces had their greatest sthwing of strength--and even the
 

appearance of a photograph, in which Reagan signallea hi: 
disoleasure
 

with Israeli actions by refusing to smile during meetings with Shamir,
 

launched the second largest day of demonstrations in Israel. These
 

little gestures--Reagan sneezes, Israel catches cold--have never been
 

understood. As long as Begin comes 
back from the U.S. with cars, iouse

hold appliances and guns, there is 
no reason for the Israeli body politic
 

to challenge him. 
We actually end up weakening the peace forces in
 

Israel by rewarding the behavior of the Begin and Sharon government.
 

The last issue I 
want to deal with is the question of Lebanon.
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Lebanese sovereignty cannot be established merely by farce of arms
 

yet it appears that the Reagan administration has adopted that option.
 

By heavily arming the current government, it hopes that Lebanon will
 

a focal point for the general
achieve sovereignty. Tragically, Lebanon is 


regional conflicts and tensions in the Middle East, and the current
 

government has yet to show that it is above the internal partisan
 

rivalries. It is therefore our conviction that aid to Lebanon should
 

be given in consultation with the many components of the Lebanese political
 

community and that such aid should be tied to compliance with basic
 

human rights.
 

This year, Congress will be faced with a monumental challenge once
 

again--S2.5 billion aid request for Israel and millions of dollars
 

in military aid to Lebanon. We urge you this year, and next year, and
 

the year following, to ask hard questions and to vote against such aid
 

unless preconditions are met which ensure that the aid will be used
 

for peace and not for continued conflict.
 

In the Middle East today, after the Israeli terror-war in Lebanon,
 

the insertion of new arms into an old conflict will only succeed in
 

producing new wars. Americans, their Congressmen, and their adminis

tration have a role to play in helping the people of the Middle East
 

turn a corner and move toward peace. But to do so will require vision
 

and courage--a vision that can encompass peace, justice and security
 

for all the people of the Middle East, and courage to say no more arms
 

and no more aid to those whose actions make the realization of this
 

vision impossible.
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Mr. HAMILTON. The last witness in this panel will be Mr. George. 
STATEMENT OF JAWAI) (;EORGE, EXECUTIVE DIRECTOR,

PALESTINE CONGRESS OF NORTH AMERICA
 
Mr. GEORGE. Thank you, Mr. Chairman.

The Palestine Congress of North America is an umbrella organization which represents 50 separate Palestinian American organizations. Those are primarily organizations of' American citizens of

Palestinian descent. 
We come before the committee to ask that all security assistanceto Israel for fiscal year 1984 be curtailed. We believe that the proponents of U.S. aid to Israel predicate their arguments on two

faulty assumptions.
The first assumption is that U.S. dollars to Israel are necessarybecause Israel acts as a reliable strategic asset for the United

States in the region.
Secretary of Defense Weinberger reportedly characterized Israel 

as an unsinkable aircraft carrier.
 
We challenge that assumption.

Stability in the Middle East cannot be imposed upon the people.Security in the Middle East will come about when authentic free

dom and justice for all people is met.Israel's continued occupation of the West Bank and Gaza ard itsdenial of the Palestinian people's right to return to their historichomeland and the establishment of' their own independent state isthe foremost symbol of oppression in the Middle East.Mr. Chairman, the Palestinians, denied their right to statehood,represent a time bomb in the Middle East. The diaspora and homelessness of' 4 million Palestinians exacerbates internal tensions in
the Middle East including Israel.

Without a state, the Palestinians also represent a moral paradoxfor us in the United States. For how could we remain loyal to ourconvictions of self-determination if' all people of the world insist onthe right of statehood for Israelis and deny that same right to the
Palestinians?
 

The second assumption that United States policy is predicated 
oncontends that economic and military assistance give Israel the confidence to enter into negotiations that ultimately will entail Israel's withdrawal from the territories it occupied during the 1967 
war.

The United States has given Israel $12 billion since Prime Minister Begin came to office in 1977. Yet during those years, Israel annexed the Golan Heights, extended fbrmal annexation over the cityof Jerusalem and made it unmistakably clear that it envisions theWest Bank and Gaza to be an integral part of Israel.
Aid to Israel should be cut also purely on economic grounds. If'we look, for example, at the United States dollars to Israel versuscuts in the Reagan domestic budget, Israel budgeted $2.18 bilwas 

lion in 19I'3, a $300 million increase over 1982.That increase alone would have paid for the $280 million whichwas cut from the child nutrition program. Also $1.58 billion of the198:3 aid package, over half' was given as an outright grant which 
never has to be repaid. 

18-551, 0-8:1--21 



298
 

That grant could have covered the costs of the food stamp pro
gram and the mass transit program that the administration cut in 
1983. 

U.S. aid to Israel also takes place in many other forms. My writ
ten statement delineates some of those. I will not take the time to 
go into those now. But they are included in the statement. 

to any otherThe United States gives more aid to Israel than 
country. The aid to Israel is twice the amount given to all of 

more money to Israel than toAfrica. The United States has given 
any other country in the world. 

U.S. aid to Israel from 1948 to 1982 totaled $22.6 billion. That is 
twice 	the amount the United States has given the entire continent 

more than all U.S. aid to Latin America.of Africa, and 25 percent 
The yearly $2.6 billion that the United States now gives Israel 

amounts to about one-fourth of the total global disbursements of 
U.S. aid. 

This is particularly egregious when we compare it with the de
veloping world. The U.S. 	State Department estimates that Israel's 
per capita GNP in 1979 was $4,150; it has an 87 percent literacy 
rate; and has an excellent health care system, with one of the high

is 72est physician-to-patient ratios in the world. Life expectancy 
years, and the infant mortality rate is 1.8 percent. 

Nonetheless, Israel gets more American aid, and at better terms, 
than do most underdeveloped countries. 

The population of Africa is about 413 million. Most live in egre
gious poverty. A deadly drought has parched most of central and 
east Africa, killing hundreds of thousands of Africans. 

1981, the United States gave to AfricaYet, between 1978 and 
only $2.9 billion in economic assistance. In those same years, the 
United States gave Israel $3.1 billion in nonmilitary aid. 

In per capita terms, that translates into about $2 per Africai per 
year against about $200 per Israeli per year. 

The story is the same no matter where we look. In Latin Amer
ica, U.S. aid, from 1978 to 1981, totaled $1.8 billion. That is an 
average of about $1.40 per person. In East Asia, U.S. aid totaled 
about $2 billion; that amounts to less than $1 per person. 

In conclusion, Mr. Chairman, we ask "why"? Why is Israel enti
tled to such a disproportionate share of U.S. foreign aid? 

continue to provide economic and military assistanceWhy do we 
to Israel when Israel flagrantly disregards-some, Mr. Chairman, 
would say contemptuously disregards-our Government's policies 
in the Middle East? 

Why do we provide such assistance to a country which is, in fact, 
leading to a great deterioration of our own national interests in the 
Middle East? 

is it that in times of massive cutbacks in our domesticWhy 
budget does the United States continue to send huge amounts of 
economic and military aid to Israel? 

one way in whichOur analysis is basic and 	direct. There is only 
the United States can exert meaningful pressure on Israel. That is 
by curtailing all direct and indirect economic and military aid to 
Israel. 

We urge you to examine your individual and collective con
sciences and to initiate a fundamental reassessment of the support 
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our Government gives to Israel. We ask this in the name of justice.We ask this in the name of humanity. We ask this in furtheranceof peace and security in the Middle East.
 

Thank you.

[Mr. George's prepared statement follows:]
 

PREPARED STATEMENT OF JAWAD F. GEORGE, EXECUTIVE DIRECTOR, PAI.ESTINE 
CONGRESS OF NORTH AMERICA 

SECURITY ASSISTANCE TO ISRAEL
 

Mr. chairman:
 

The Uiited States has given more money to 
Israel than 
to any
 
other country in the 
world. U.S. 
aid to Israel 
from 1948 to 1982
 
totals 
$22.6 billion. 
 In fiscal year 1983, was
Israel budgeted
 
$2.4 billion, a $300 million increase over 1982. The Administration
 
is proposing 
total security assistance funding 
for Israel for
 
FY 1984 in the 
amount of $2.485 billion. Included in 
this $2.485
 
billion of 
security assistance 
is a grant of $785 
million in
 
economic assistance 
and $1;7 billion 
in military assistance, of
 
which $550 million is an outright grant. 
What this means is that
 
the Administration is proposing that a total of $1.335 billion be
 
made in outright grants 
to 
Israel with an additional loan of $1.15
 
billion over a thirty-year period.
 

U.S. Aid to Israel
 

Predicatedon Faulty Assumptions
 
The attempted justification 
for this enormous transfer of U.S.
 

resources 
to Israel is made in the 
name of furthering peace in the
 
Middle East and securing U.S. national 
interests in the region. 
A
 
review of official White House State
or Department statements
 
finds 
that continued 
aid to 
Israel is based primarily upon 
two
 

assumptions.
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dollars to Israel are
 
The first assumption is that U.S. 


acts as a "reliable, strategic asset" for
 
necessary because Israel 


the United States in the region. secretary of Defense Weinberger
 

Israel as an "unsinkable aircraft
 
reportedly charactc.ized 


carrier."
 

that economic and military

The second assumption contends 


to enter into negotiations
give Israel the confidence
assistance 


Israel's withdrawal

that ultimately will entail from
 

war.
the territories it occupied during the 1967 


North America challenges those
 
The Palestine Congress of 


assumptions have steered the
 
assumptions. Ve believe that these 


United States down the path of disaster in the Middle East.
 

Israel's strategic role in the
 
The first assumption is that 


It is
interests in the region.
Middle East furthers U.S. security 


of those interests that 	the U.S.
 
in the defense and furtherance 


each year in sophisticated

gives Israel millions 	of dollars 


military hardware.
 

actions, including its persistent

But Israel's recent 


Gaza, its subj ,gation of 	over
the Bank and
colonization of West 


in the occupied territories, and the
 
one million Palestinians 


in which it brutally attacked Lebanon this past sumner, have
 manner 


unquestionably undermined U.S. 	interests in the Arab world.
 

in the Middle East cannot be safe-

U.S. 	security interests 


use of terror. This is precisely

guarded through the massive 


how the Arab people interpret U.S. announcements 
that Israel is
 

Middle East. It is universally
asset in the
America's strategic 
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viewed throughout 
 the Arab world that 
 the United States
 
endeavors to use Israel as a stick to beat the 
Arab states into
 

submission.
 

Stability 
in the Middle East cannot 
be imposed upon the
 
people. 
Security in the Middle East will come about when authentic
 
freedom and justice 
for all people is met. 
 Israel's continued
 
occupation of 
the 
 West Bank and Gaza, and its denial of the
 
Palestinian people's 
right to return to 
their historic homeland,
 
and establishment 
of their own independent state, is 
the foremost
 
symbol of oppression in the Middle East. That 
denial exists
 
solely because the United States 
either directly or indirectly
 
underwrites 
Israel's absorption of West
the Bank and Gaza, and
 
then provides Israel 
with the military strength to maintain its
 
hold on 
 these territories. 
 America could 
 help resolve the
 
Palestine conflict 
anytime 
it wanted by simply shutting off the
 

flow of U.S. dollars to Israel.
 

Mr. Chairman, the Palestinians, 
denied 
their right to state
hood, represent a time bomb 
in the Middle East. 
 The diaspora and
 
homelessness 
of four million Palestinians 
exacerbates 
internal
 
tensions in Middle
the East, including' Israel. 
 Without a state,
 
the Palestinians 
also represent 
a moral paradox for 
us in the
 
United States: 
 for how could we, remaining loyal to 
our Wilsonian
 
convictions 
of self-determination 
for all peoples of the world,
 
insist on the right of 
statehood for Israelis and deny that came
 
right to the Palestinians? 
 It is a dilemma which cannot be
 
resolved with bombs of F-15 warplanes of M-1 tanks.
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This tension in Palestine, indeed in the whole Middle East,
 

has spirale' with each new act of Isracli aggression, whether it
 

be the invasion of Lebanon, or the construction of new settlements
 

on the West Bank and Gaza.
 

So we ask you, Mr. Chairman, in what way has Israel's role as
 

a so-called "strategic asset" strengthened domestic stability in
 

the Middle East? In what way have Israel's military adventures
 

fostered trust among the states of the Middle East? The answer is
 

that they have not.
 

The second assumption, justifying U.S. aid to Israel, is that
 

it will facilitate Israel's willingness to relinquish the lands
 

conquered during the 1967 war.
 

However, a lo6k at the record shows no evidence that U.S.
 

dollars to Israel has built, is building, or will build in Israel
 

the confidence to withdraw from the West Bank and Gaza, Jerusalem,
 

or the Golan Heights. The only tangible consequence of U.S. aid
 

has been the construction of more settlements on the West Bank and
 

Gaza and the invasion of Lebanon.
 

The U.S. has given Israel $12 billion since Prime Minister
 

Begin came to office in 1977. Yet, during those years Israel
 

annexed the Golan Heights, extended formal annexation over the
 

city of Jerusalem, and made it unmistakeably clear that it
 

envisions the West Bank and Gaza to be an intregal part of Israel.
 

The Begin government has backed up this vision with "facts." It
 

has built an unprecedented number of settlements on the West Bank
 

and Gaza. The former deputy mayor of Jerusalem, Meron Benevenisti,
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concludes that Israel already holds 55 to 60 percent of the 
land
 

in the West Bank. Earlier 
this month, Israeli Deputy Agriculture
 

Minister Mikhail Dekel 
said that in two more years the government
 

hoj es to see 100,000 Israelis permanently living in the West Bank.
 

That, he said, would make it "politically impossible for any
 
Ysraeli government to agree to return the area 
to Arab rule."
 

Mr. Chairman, the evidence clearly shows that U.S. aid to
 

Israel has not contributed to any meaningful sense of regional
 

security in the Middle East; 
indeed, the record shows that Israel's
 

use 
of U.S. weapons has actually undermined Middle East stability.
 

The evidence also shows 
that the enormous amount of aid
 

the U.S. has given Israel over the years has not in any way even
 

slowed  'et alone halted - the colonization of the West Bank and
 

Gaza by Israel.
 

If the United States permits the absorption of the West Bank
 

and Gaza into Israel, it will 
mark a new phase of the Palestine-


Israel conflict. Simply, Israel's actions 
are foreclosing on the
 

minimum authentic peace option acceptable to the Palestinians and
 

to the Arab states. Israel's annexation of the West Bank and Gaza
 

is turning back the diplomatic clock 
for a just recolution of the
 

Palestine conflict.
 

Mr. Chairman, the Reagan Administration and the U.S. Congress
 

have the power and ability to bring peace to the Middle East if,
 

and only if, they can summon the courage and foresight to deal
 

honestly with Palestinian national aspirations 
- an issue to us 

in America of political, strategic, as well as moral implicationE
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Mr. Chairman, we urge that this subcommittee understand that 

the rationale behind U.S. aid to Israel is vacuous and that con

tinued aid to Israel will result only in more violence in the 

Middle East. We implore that, at a minimum, you cut from the 

current aid request the amount of money that Israel spends on 

settlement constructionin the West Bank and Gaza. Such a cut 

would represent a credible and unambiguous signal that finally 

the United States is serious about resolving, with justice, the
 

Palestine conflict and bringing peace to the Middle East.
 

U.S. Dollars to Israel
 
vs.
 

Reagan's Domestic Budget Cuts
 

A clear and unmistakable theme present in President
 

Reagan's domestic policy speeches has been the need to eliminate
 

wasteful public spending. The Reagan Administration launched an
 

unprecedented budget-cutting assault against an array of
 

government-funded programs. The White House promised that there
 

would be no sacred cows: everyone was to share equally the
 

budget-cutting burden. But, as the facts show, "everyone" did not
 

include Israel.
 

Israel receives from the United States approximately $2.5
 

billion every year. Nearly half that money is for economic
 

assistance to a country that already has been judged to be an
 

advanced, economically-modern nation. The remainder of the aid
 

goes toward paying for Israel's military arsenal that has become
 

the fourth, if not the second or third, most powerful military
 

establishment in the world.
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For fiscal year 1983, on top of the 
Reagan Administration's
 
proposal to add 21 
percent to 
the previous year's aid allocation
 
for Israel, 
the U.S. 
Congress sought an additional 
$475 million.
 
Israel was budgeted $2.48 billion 
 for 1983, 
 a $300 million
 
increase over 
1982. 
 That increase alone could have paid for
 
the $280 million which 
 was cut from the 
 Child Nutrition
 
program. Also, 
$1.53 billion of 1983 aid package - over the 

half - was given as an outright grant which never has to be 
repaid. That grant could have covered the costs of the 
food stamp
 
program and mass
the transit project that the 
Adminstration cut
 

in 1983.
 

In the face of drastic budget cuts 
in U.S. social programs,
 
is it fair to 
permit the U.S. Government spending for 
Israel to go
 

unchecked?
 

A Look Into the Labryinth: 
 U.S. Aid to Israel
 
Every Israeli citizen 
in 1984 will receive $1,250 from the
 

United States. That is 
about half the 
amount 
the U.S. Government
 
spent on each of its 
own citizens 
in 1982, according to the new
 
Census 
Bureau statistics. 
 It is a few hundred dollars less than
 
what 
the U.S. Government 
 gave per capita to the 
 states of
 
Illinois, Indiana, Iowa, Michigan, and Wisconsin.
 

Savings in Israel are 
negative - aid finances the invest
ments needed for 
growth because 
the Israelis themselves consume
 
more than their 
income. Moreover, the important export sector 
is
 
itself heavily dependent upon subsidies which in turn are 
financed
 



306
 

by aid. This means that Israel is 45 to 50 percent dependent
 

upon overseas assistance - in fact, "foreign aid generates about 

and if all, economicone-half of Israel's GNP most, not of its 


growth." 1/
 

all that vital aid comes from the United States.
Nearly 


congressional appropriations are only one part of the total
 

nonaid
comprehensive package. Also included are official but 


transfers, subsidies. The largest
accounts, private and 


from funding, are from private
transfers, apart direct official 


sources. Total overseas charitable monies 
have been running
 

between $950 and $1,050 million for the last several years, of
 

which Israeli authorities estimate 70-plus percent to originate in
 

the United States. One reason for the prominence of U.S.
 

that American charity recognized under
contributions is any 


Israeli law automatically qualifies for tax-deductible status in
 

the Internal Revenue Code, a privilege
the United States under 


generally not accorded other states around the world.
 

Also part of private transfers is the sale of Israeli
 

or
Bonds and direct investment in Israeli industry
Development 


portfolio accounts. When totalled, it conies to at least $1.2 to
 

of which some $500 million represents tax
$1.4 billion per year, 


the United States Treasury because of the tax-deductible
losses to 


status of the charitable contributions. 2/
 

U.S. Aid to Israel: The Vital Link, Thomas R. Stauffer, Middle
 

East Institute.
 

Ibid.
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Extra-budgetary support 
for Israel also comes in the form of
 
trade exemptions. For example, Israel is not 
held to the "Buy
 

America" restrictions otherwise applicable to most Department of
 
Defense purchases. Israel also 
is exempt from import duties even
 

where 
it competes directly against domestic sellers. 
 Indeed, over
 

95 percent of Israeli exports to the United States 
are exempt from
 
normal tariffs. Washington has classiZied 
Israel as a "developing
 

country," thereby permitting it to enjoy 
free but nonreciprocal
 

entry to the U.S. 
market, selling approximately $1 billion per
 
year. That makes the 
United States Israel's number 
one export
 

recipient.
 

Israel will be permanently dependent 
on U.S. funds "because
 

Israel's domestic 
resources or earned income 
are insufficient to
 
support its preferred levels of consumption." 3/ 
That fact raises
 

two questions. First, to 
what extent should 
the U.S. economy be
 
obliged to underwrite and sustain Israel's high standard nf living?
 
Second, why has Washington refused 
to use this enormous lever over
 

Israel to end Israeli occupation of the West Bank and Gaza? 
Until
 

Washington answers 
those questions by cutting aid to 
Israel, or at
 
least closing some the
of tax loopholes, it have
will signaled
 

that the Unil.e' States is not serious about resolving peacefully
 

the Palestine conflict.
 

Ibid.
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Want to Buy a House at Two Percent Interest?
 

A new car loan or a conventional house mortgage from the
 

American Security Bank in Washington, D.C., the Continental
 

Illinois Bank in Chicago, or the Maryland National Bank in
 

costs the typical buyer 17 percent interest. A
Baltimore, 


to 21
personal loan from those banks would cost from 19 percent.
 

But what interest rates does Washington charge Israel on its
 

The interest on
enormous economic loans? Two to three percentl 


foreign military sales loans, however, has been about eight percent.
 

In 1980, it inched up to 11 percent.
 

Are these low-interest rates fair to the average American
 

Could not the U.S. Treasury generate income if U.S.
home-buyer? 


interest rates on aid to Israel were brought up to normal levels?
 

It is an issue of paramount importance that the White House
 

or Congress should equalize the burden of high interest rates
 

among Israeli and American consumers.
 

More U.S. Aid to Israel Than to Any Other Country -

Twice the Amount Given to All of Africa 

The United States has given more money to Israel than to any 

other country in the world. U.S. aid to Israel from 1948 to 1982
 

totals $22.6 billion. That is twice amount the U.S.
the has
 

given the entire continent of Africa and 25 percent more than all
 

U.S. aid to Latin America. The yearly $2.6 billion the U.S. now
 

gives Ibrael amounts to about one-fourth of the total global
 

disbursements of U.S. aid.
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American aid to Israel stands sharp
in contrast to the
 

dwindling amount of 
aid the U.S. gives worldwide. U.S. economic 

aid worldwide fell from $7.1 billion to $5.8 billion in 1981; but, 
for Israel, U.S. nonmilitary assistance 
over the past five years
 

has been maintained at a steady $782 million a year.
 

Double Standard Toward the Developing World
 

The amount of U.S. to is
aid Israel grossly unfair to the
 
poverty-struck developing world. 
 Indeed, with Israel's modern
 
economy and high standard of living, 
it is difficult to understand
 

why it receives economic aid at all. 
 The U.S. State Department
 

estimates that Israel's per capita GNP in 
1979 was $4,150; it has
 

an 87 percent literacy rate; 
 and has an excellent health 
care
 
system, with one of the highest 
physician-to-patient ratios 
in
 
the world. Life expecLancy is 72 years, and the 
infant mortality
 

rate is 1.8 percent. Nonetheless, 
Israel gets mote American aid,
 
and at better 
terms, than do most underdeveloped countries. 
Take,
 

for example, some states 
in Africa.
 

The population of Africa 
is about 413 million. 
Most live in
 
egregious poverty. 
 A deadly drought has parched 
most of central
 

and east Africa, killing hundreds of thousands of Africans. Yet,
 

between 1978 and 1981, the U.S. gave 
to Africa only $2.9 billion
 

in economic assistance. 
 In those same years, the U.S. gave
 

Israel $3.1 billion in nonmilitary aid. 
 In per capita terms, that
 

translates into about $2 per 
African per year against about $200
 

per Israeli per year.
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These aid inequalities become even more incomprehensible when
 

look at cases of specific countries. For 	example, Chad is one
 

a per capita GNP of
 

we 


of the poorest countries in the world, with 


only $129 per year. The recent drought has devastated the country,
 

people, and resulted in a negative growth
killing thousands of 


rate. The U.S. State Department estinated that 87 percent of the
 

country lives at the subsistence level. 
 Yet the U.S. gave Chad no
 

economic assistance in 1981.
 

of Sudan's 4.5 million population lives
Eighty-five percent 


was $370. The U.S.
in poverty, and the 1979 per capita income 


gave the Sudan $109 million in 1981.
 

Brunndi is one of the most densely-populated countries in
 

with 55 percent of the urban population and 85 percent of
Africa, 


Its per capita
the rural population living below the poverty line. 


GNP is $180. It received $6 million in U.S. aid in 1981.
 

of about $1.40 per person.
That is an average 


The story is the same no matter where we look. In Latin 

America, U.S. aid, from 1978 to 1981, totalled $1.8 billion. 

In East Asia, U.S. 

aid totalled about $2 billion; that amounts to less than one
 

dollar per person.
 

Do Africans, Asians, and Latin Americans, in the eyes of
 

count as human beings in desperate need of
the U.S. Government, 


so much aid to Israel? The money
assistance? If so, then why 


Israel receives will help to 
subsidize consumer purchases of color
 

household appliances, and the construction
televisions, new cars, 


of illegal settlements on the West Bank and Gaza. But, for the
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people in Africa 
.or Asia, the money could mean the difference
 

between life and death.
 

Conclusion
 

In conclusion, Mr. Chairman, we ask "Why?" Why is Israel
 

entitled to such a disproportionate share of U.S. foreign aid?
 

Why do we 
continue to provide economic and military assistance to 

Israel when Israel flagrantly disregards - some, Mr. Chairman, 

would say contemptuously disregards - our government's policies 

in the Middle East? Why do we provide such assistance to a
 

country which is, in fact, leading to a great deterioration Lf our
 

own national interests in the Middle East? 
 Why is it that in times
 

of massive cutbacks in our domestic budget does the U.S. contine to
 

send huge amounts of economic and military aid to Israel?
 

Our analysis is basic and direct. There is only one way in
 

which the United States can exert meaningful pressure on Israel.
 

That is by curtailing all direct and indirect economic and military
 

aid to Israel.
 

We urge you to examine your individual and collective
 

consciences and to initiate a fundamental 
reassessment of the
 

support our government gives to Israel. We ask this in the name
 

of justice. We ask this in the name of humanity. We ask this in
 

furtherance of peace and security in the Middle East.
 

Thank you.
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Mr. HAMILTON. Thank you, Mr. George. 
We thank each of our witnesses for your statements.
 
Mr. Winn.
 
Mr. WINN. Thank you, Mr. Chairman. 
I don't have any questions. I would like to thank each of the wit

nesses for their prepared remarks which are very helpful to all the 

members of the subcommittee. 
Thank you very much.
 
Mr. HAMILTON. Mr. Smith.
 
Mr. SMITH. Thank you, Mr. Chairman. 

were very
Let me thank all of the members of the panel. They 

a very difficult subject for everyone-not only from the
succinct on 
dollar amount, but the rational sense and the emotional sense that 

life. There is nobody on this 
we all share concerns about human 
panel that I think disagrees with one another in basic human 

terms. to detailing and
I have some difficulty, however, when it comes 

am curious.
conducting some of the things that have been read. I 

for a certain amount of
For instance, Mr. Basil, you have asked 
money in Lebanon. I would strongly support American aid in Leba

new, viable government,non to help bolster hopefully strong, 

democratic society in Lebanon, that everybody always looked to as
 

a Switzerland of the Middle East.
 
can tell me, however, this increased aid that is being

Maybe you 
to other aid, what type of dollars are right

requested, in regards 
now flowing into Lebanon from other Arab countries which may or 

may not have been promised briefly, and what type of funds in fact 

have been cut off by some of the other Arab countries that were 

briefly flowing? 
Mr. BASIL. Well, sir, actually the record of Arab funding actually 

versus promises has been rather a poor
delivered to Lebanon one. 

Back in 1979 the Arab League decided to give $2 billion, I think 
as a

translated to this year's dollars about $3.5 billion, to Lebanon 

result of the massive destruction that had occurred, and recogniz

ing the fact that much of the destruction had occurred as a result 

of the funding by the Arab League of the Arab peacekeeping force 
ended up embarrassing the Arab

of the Syrian Army, which 
League and wreaking a tremendous amount of destruction in the 

country. to Lebanon.
But of that $2 billion, very little has actually come 

why in fact the Unitedone of the reasonsMr. SMITH. Isn't that 
by Lebanon for a large increase over

States is being looked to now 
in o er to do 

and above what the administration has proposed 
ries and

what has been frankly previously promised by other coai, 
fact U.S. aid would be able to be reduced if 

not delivered? Isn't it a 

other countries were picking up some share of this cost to Lebanon.
 

why the LebanesereasonsMr. BASIL. I would say there are two 
Government wants a major increase in U.S. aid. No. 1, they have 

little 
very little faith presently based upon past actions that very 

aid would be forthcoming from other countries, and that includes 
at this time. And No. 2, the President of' Lebanon

the Arab world to 
has made the United States-Lebanon relationship fundamental 

means that Lebanon should be a major
Lebanon's survival; which 

implementer of U.S. policy in the region.
 



313
 

That cannot be done as long as the present position by the Arab
world links or demands political compliance by the Lebanese Gov
ernment to Arab world objectives that conflict with objectives of
the United States. So however, this aid would be very important
from the Arab world provided it could be delinked. But nobody has 
seen a way by which to achieve this. At least to this point, the 
United States and Lebanon have both been unsuccessful in trying
to get reconstruction aid from the Arab world delinked from Arab 
world demands toward their political objectives in Lebanon. 

Mr. SMITH. Thank you.
Mr. Sadd, that answer is one of the problems that is bothering 

me. Everyone on the panel talked in humanitarian terms. The de
struction, the violence-Ms. Neely's references and rightfully toso 
family problems, family, and children. And yet when we talk about 
moneys coming from other places, there is this linkage to political
overtures which is counterproductive in terms of the dollars being
used to help a country get back on its feet and make family life 
better for individuals, and have children reunited with their fami
lies and lead decent lives. 

I am curious as to how you can justify the message you were 
giving us in light of' that. 

Mr. SADD. Well, let me say first of' all that Lebanon is an Arab 
country, and Lebanon is not a social welfare country. It has never 
depended on our aid, or the aid of' anyone else to exist. Rather, it 
has depended on the healthy entrepreneurial abilities of' the Leba
nese people in interplay, in trade, throughout the world, and 
throughout Europe and the rest of the world. 

The real boost to Lebanon's longrun economy will be its ability 
to continue the tradition it has had over many centuries to be a
key link in trade in and among the Arab countries and between 
the Arab countries and the West. 

I would point out that the Lebanese pound remains strong.
Transfers of' simply commercial deposits to banks in Lebanon or re
patriation of' moneys earned in the Arab world by Lebanese work
ing throughout the Arab world are probably a much larger compo
nent than American aid will ever be of a healthy Lebanon. 

The last thing I would want to point out is that everyone needs a 
Lebaron that is stable and a central government that is able to 
control all of' Lebanese territory for Lebanon. I think that if' our 
aid can help achieve that, certainly Lebanon will be able to reas
sume its position as a center of economics, and trade in the Arab 
world and other direct aid, if necessary, would follow. 

I would hope that Lebanon is going to again become the business 
and commercial center it has been. 

Mr. SMITH. I am glad you said that, because I would also ask you
if' you felt the same way about Israel. Doesn't Israel have the right
to have a secure, safe area? Your statement talked about bemoan
ing aid to Israel. Yet it did not touch on all of' the various-don't 
forget Israel, when it looks for aid, mainly it looks to the United 
States. It does not get any Soviet aid. H-asn't asked For any and 
would not get any. I assume. 

What about the Soviet aid to Syria, to Iraq, to Iran, to Yemen, to
Libya, to all of' those countries and to the PLO-certainly at least 

P(_5.51 0-A'.-1- :22 
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the elements within the PLO that have been engaged over the 
years in the fighting, in the military aspect. 

What about all that aid that is counterbalancing to what the 
United States provides to Israel. No one touched on that. I am 
rather curious as to how you view being able to support Israel's 
right to exist and Israel's right to have its territory remain sover
eign, have a strong society, in light of what is happening in the 
rest of the Arab world with Soviet aid. 

And let's use as a new example the rearming in Syria of the 
SAM missiles and the Russian advisers, as an example. 

Mr. SADD. I would like to point out first that I edited out a para
graph of my statement; I was trying to get it down to 5 miautes. It* 
reads: "The fundamental objective and purpose of our 6rganizatiqn
this year is to work toward a negotiated Middle East peace-a 
peace which provides the opportunity for all people in the region to 
live in safety and security. 

I believe that is what all the people of the region want. Certainly
the Arab people want that. They want an ability for all the peoples
including Israel, including the Palestinians, to live in safety and se
curity. 

With regard to the aid that goes to Syria, I believe there is a 
cause and effect. Most of the aid to the Middle East is military aid. 
I believe we have gotten ourselves into a vicious circle where each 
new increase in military aid to Israel or more sophisticated weap
onry to Israel has brought a round of new weaponry and new tech
nology to Syria. 

I think the installation of the new SAM missiles are the best 
recent example. The older versions were knocked out by the Israe
lis, so the Soviets turn around and install a higher grade weapons 
system.

I am afraid this is the cause and effect that leads us to a spiral 
in military aid to both sides. It is my fond hope that we can use our 
aid programs to push all the participants to a negotiated peace
wherein Israel will be safe and secure within its borders and the 
Palestinian people will have a homeland and country of their own. 
It is my belief that both of these very talented peoples can prosper 
and participate in the general prosperity of the Middle East and 
that the achievement of' this goal be in part a product of our aid 
policy. 

Mr. SMITH. Doesn't in fact that Soviet missile system, the conten
tions being left aside as to why it is there, threaten not only Israel 
but all of the major Arab States in that area? Every witness that 
has appeared before this subcommittee over the last 2 months or so 
has indicated specifically that Jordan is threatened and Lebano,1 is 
.hreatened and a number of other Arab nations themselves are in 
severe threat, as well as the United States might add, its aircraft 
carriers and its aircraft taking off from those carriers in the near 
Mediterranean. 

So don't we have a situation where the United States in and of 
itself on best interests needs to continue to make sure that its in
terest, which coincides with peace and self-determination for a lot 
of countries, is protected in the Middle East. 

rIMr. SADD. I think we do. The question is how do you go about 
obtaining our own best interests. I don't think our own best inter



315
 

ests are obtained by a spiral of increasing military aid to every
country in the region. Every country is going to have some defense
capability. And by every definition, defense capability can also be 
an offensive capability.

But every country, hopefully, does not go around irresponsibly
using that against its neighbors. Oui best hope for protection of 
our own 6th Fleet lies in countries in the Middle East living in 
peace without the need for this massive, sophisticated weaponry
buildup. And that includes Israel, Syria, and all the rest. In June
1967, Israeli forces attacked an American naval ship, the U.S.S. 
Liberty, killing 34 servicemen and wounding 171 others. 

Mr. SMITH. Thank you very much. 
Thank you, Mr. Chairman.
 
Mr. HAMILTON. Mr. Zschau.
 
Mr. ZSCHAU. Thank you, Mr. Chairman.
 
I too would like to thank all of the witnesses, not only for the 

oral statement that you gave today, which was so helpful to me,
but also the prepared statements. It will take a 'ittle bit of time to 
read them. But I intend to do so. 

I just have one question of Mr. Dine. It is rea'.y a point of clarifi
cation. 

You say in your written statement that from the point of view of
Israel's legitimate requirements, appropriation of the full amount
is essential to maintaining a stable military balance. By the full 
amount, are you referring to the administration's proposed $2.4
plus billion that has been recommended to this committee? 

Mr. DINE. I am in favor of the full amount that this subcommit
tee, and then the full committee, in its wisdom deems necessary to
advance the interests of the United States. Last year there was a
debate between both Houses over this very question; full amount.

The argumentation I would make would be that Israel needs as
much as it can possibly receive from the United States, and hope
fully that will be at least what the administration has proposed,
and perhaps in the wisdom of both Houses, more. 

Mr. ZSCIIAU. But in answer to my question, do you feel, based on your judgment of what the requirements are for Israel, that the ad
ministration's proposal would be satisfactory?

Mr. DINE. Well, if you break it down, Congressman, in the for
eign military sales portion an extra $300 million was asked for by
the administration last year, because of its sale of the AWACS
F-15 enhancements package to Saudi Arabia. 

Rather than a market rate loan suggested by the administration
last year and again this year, the Congress last year appropriated
$200 million of that $300 million as a grant. I would hope very
much, since Israel did not ask for that arms sale to Saudi Arabia,
didn't ask to offset it, that the Congress would try to be reasonable
and try to see whether or not the United States would bear more of 
the economic burden. 

Mr. ZSCHAU. But in your opinion, given the requirements that 
you see and are aware of, do you feel that the administration's pro
posal this year would be satisfactory?

Mr. DINE. No, I don't. I go back to what I just said. It was the
United States that imposed this extra weapons system package to
Saudi Arabia and put the added military burden on Israel. Most 
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people agree it was a new threat to Israel, in some form, and that 
it was necessary for us to help to carry that burden. 

Now, for instance, Israel owes the United States a lot of money.
Another substantial loan, in this case $300 million at market rate, 
places a further debt burden on a country which already has a 
large outstanding foreign debt which continues to grow, as you 
know. 

A January 1983 GAO report stated: 
Unrealistic use of loans to support foreign military sales could encounter debt 

servicing problems when it also begins to pay large principal payments after the 
expiration of its grace periods. 

Thus if you increase Israel's indebtedness, you only exacerbate 
Israel's debt servicing problem. 

Mr. ZSCHAU. So when you talk about, from the point of view of 
Israel's legitimate requirements, appropriation of the full amount 
is essential to maintain a stable military balance, you are not re
ferring, when you say the full amount, to the administration's pro
posal. 

You are referring to some other--
Mr. DINE. Yes, I am; that is correct. Also you have to remember 

that in the seventies it was the pattern of the Congress and the ad
ministration to divide the foreign military sales account evenly,
half loans, and half grants or in this case forgiveness. I would hope 
very much that that formula would be returned to. 

Mr. ZSCHAU. In the same sense, I left out some words which you
said, "This full amount represents a decline of 65 percent in net 
aid after inflation." What is that number that you had in mind 
that represents the 65 percent decline in net aid after inflation? 

Mr. DINE. In fiscal year 1984, if you deduct debt service and 
adjust aid to the inflation rate, starting in 1976, the net aid would 
amount to $661 million out of a total of $2.485 million. 

Mr. ZSCHAU. So the $2.485 is this full amount? 
Mr. DINE. It is the gross figure, that is correct. And that is the 

figure requested by the administration. 
Mr. ZSCHAu. But didn't you just tell me that was not satisfac

tory? 
Mr. DINE. That is correct. So I am saying to you in real terms 

starting in 1976 that is a decrease in aid, in that perspective. In 
terms of gross amount today, or in the fiscal year 1984, I would 
hope very much that this committee and then the full House and 
the full Congress would appropriate at least full amount if not 
more in terms of real aid. 

Mr. ZSCHAU. Do you think that the full amount would be satis
factory if that was all that was appropriated?

Mr. DINE. There is no doubt in my mind that any amount would 
be well received. What I am saying is I am trying to put it into a 
broader perspective, namely what is in the interests of the United 
States.
 

The interests of the United States in this moral, strategic rela
tionship with Israel is to provide Israel enough to take care of 
itself, to further American goals in the region. To do so is to pro
vide the funds, because of the economic conditions, becaus of the 
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Arab aggregate around it, which still doesn't exactly wish Israelwell; to make sure that Israel is prepared.
Mr. ZSCHAu. The reason I am asking these questions is not to bea pest; but we have had proposals that the administration-or suggestions that the administration requests not satisfactory andare

should be increased by some amount. And I was trying to get yourguidance on whether you think that is necessary or whether it is
desirable but not really necessary.

Mr. DINE. I understand. Last year the Senate Foreign Relations
Committee and the full Senate agreed to extra moneys beyond theadministration request. It split the Foreign Military Sales Act 50percent forgiven, 50 percent loan. It also added money in the economic support fund to match the indebtedness that was being
repaid by Israel, $910 million.

I would hope very much that you would consider those figures
for this year.
 

Mr. ZSCHAU. Thank you.

Thank you, Mr. Chairman.
 
Mr. HAMILTON. Mr. Levine.
 
Mr. LEVINE. Thank you, Mr. Chairman.

I think, Mr. Dine, that you, in response to Mr. Zschau's finalquestion, got to a point I was seeking as well. Let me try and spenda moment or two further on this specific issue.In the first panel, Mr. Halaby testified with regard to the American schools and hospitals assistance program, that the amount that was requested by the administration was an amount that both theadministration and the recipients of the funds themselves expected

the Congress to supplement.
As I understood the testimony of Mr. Halaby, it was a clear understanding that when the administration offered particularafigure, came down to this committee with this figure, they expected 

us to increase that figure.
I am not sure that is necessarily the most constructive way offashioning an aid process. But it led me to believe this was certainly likely to be the case in other specitic items within the adminis

tration's aid request as well.

Now, when I heard Mr. Basil testify with regard to proposals pertaining to Lebanon, as I understood his testimony, he was seekinga 400-percent increase from this committee over what the administration has suggested. And he made some very persuasive argu

ments in support of some significant increase.

I guess what Mr. Zschau was interested in and what I am interested in also is how much of an increase do you think this committee should provide. What are the expectancies? What is necessary?What is desirable? What is appropriate? And what numbers would you be suggesting to us that we should be considering with regardto our respL v on the Israel aspect of the aid program?
Mr. DINE. Congressman Levine, I appreciate the question. Itreally gets to the struggle in setting the direction of American foreign policy between both branches of government.
I know certain Members of Congress in both Houses who havepleaded with the administration to go ahead and provide at leastthe amount that the Congress voted for last year in the continuing

resolution. Others thought it should be even higher. 
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Whether or not the burden was placed on your shoulders con
sciously I won't say. I will go back to what I just used as a baseline 
in terms of aid levels, the Senate Foreign Relations Committee 
mark last year, and what the Senate Appropriations Committee 
agreed to, and what they took to the Continuing Resolution Appro
priations Conference in December. 

Although the House level became the continuing resolution level, 
I think it is appropriate that we try again to match what the 
Senate Foreign Relations Committee and the Senate Appropri
ations Committee thought was in our best interests. 

Mr. LEVINE. Thank you. 
The f 'stimony that others on this panel offered provoked in my

mind uozens of questions. But in light of the fact that we have so 
many people and we are trying to adhere to some time limitations, 
I will limit them to just two questions at this time; but indicate 
publicly that I would be interested in exploring a number of the 
issues raised at a later date. 

The first question that I have is for Mr. George and anybody else 
who would be interested in responding to it, and that is whether in 
your opinion, sir, do you believe that the Arab nations have any
responsibility for helping to settle Palestinian refugees in the Arab 
world? 

Mr. GEORGE. Yes, I do. But I think that the Arab States and I 
think that the individual Palestinians have made it abundantly 
clear where they seek to be resettled, and that is in Palestine, that 
they want to go home. And I think the Arab States have been more 
than willing to help in the assistance of the relocation of the Pales
tinian refugees in their homes. 

Mr. LEVINE. This is a point I don't wish to belabor at great
length at this time because of the time restrictions. But I would 
simply suggest that it might be appropriate, when we are talking
about humanitarian concerns, humanitarian rights, and basic 
human ieeds, to elevate the terribly callous and cruel manner in 
which the Arab nations have allowed the Palestinian people to be 
used as pawns in a greater political war over the course of the 
entire generation that the Arabs have been so resistant to provid
ing the Palestinian people with basic assistance in terms of reset
tlement and in terms of human assistance. 

Ms. NEELY. May I respond? 
Mr. LEVINE. Yes. Let me ask you a question, and in response to 

my question to you, you can respond to my first question as well. 
Preliminarily, in asking you the question, let me indicate that in 

three terms in the California Legislature, I believe my voting 
record was very close to a 100-percent voting record year after year 
with regard to that series of issues that the Friends Committee on 
Legislation used as a litmus test or a basis for analysis of people's 
voting records. 

Ms. NEELY. I have been told you always did your homework. 
Mr. LEVINE. I tried. And I respect very much where the Friends 

were coming from, and I think you always brought to the issues 
that you testify about and lobby for a thoughtful understanding of 
the background of the issues. 

I was moved by the premises that you outlined with regard to 
your statements. In terms of trying to analyze the general context 
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of your position on these issues, Middle East related issues, I would
appreciate it if you would let me know the historical positions in 
terms of stated positions, who in terms of testimony or position 
papers or anything else, that the Friends have provided with
regard to the history of the killing of Israeli children from bases on
the Golan Heights, southern Lebanon and other staging areas that
have been used by the PLO. 

Ms. NEELY. Well, we are opposed as you could imagine to 
murder; whoever does it. 

Mr. LEVINE. Have you testified to that effect? Have you come to
the Congress and made that position clear in terms of American 
foreign policy in the Middle East?

Ms. NEELY. What we have tried to make clear is that we believe 
all of the Middle East should be a demilitarized zone. 

Mr. LEVINE. Have you testified with regard to the murder of Is
raeli children in the manner you have testified today?

Ms. NEELY. Normally the only place where one has a possibility
of testifying is on the foreign aid proposals. In the past we have
testified in support of U.S. contributions to the voluntary programs
of the United Nations, and we have testified on the Middle East to
the extent that we have opposed all military aid to any country in 
the Middle East. 

What we have tried so hard to do before this committee is toremind all of us of what our responsibility is as Americans. So our 
testimony has tried to focus on that aspect.

Mr. LEVINE. Thank you. And if you want to deal with the first 
question, feel free to do that as well. 

Ms. NEELY. I wanted to speak to it to the extent of saying that
certainly we do feel the Arab countries could do more with regard
to refugees. But I don't think that eliminates our responsibility as
Americans. And I do think that when you are discussing how much 
to give Israel, it is pertinent to look at such things as the fact that
in Israel they worry about a 5 percent unemployment rate.

You people have to grapple with the U.S. unemployment rate
that is more than twice as high. Is that not a legitimate issue to
consider when you are deciding on the disposition of U.S. funds?
And if the Israelis can afford to pay for the war in Lebanon as they 
say they can, why should we continue to subsidize their ongoing
military effort? 

It does seem to me these are questions you must ask yourselves;
instead of just how much more does Israel need? 

Mr. LEVINE. Thank you.
Mr. HAMILTON. Mr. Dymally.
Mr. DYMALLY. Thank you, Mr. Chairman.
Mr. Bloomfield and Mr. Dine, I had the occasion to read your

letter to Chairman Hamilton just before coming to the hearing,
and a cursory reexamination of your statement to the committee 
you have just completed. And in view of your statement in the
letter and to the committee, don't you think it would be in Israel's 
best interests from an economic point of view-and I emphasize
that-to withdraw from Lebanon? 

Mr. DINE. Mr. Congressman, any time you use your military
either internally or externally, that places a heavy burden on the
society. So from an economic point of view, when we have troops in 
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Germany or elsewhere in Europe, certainly in Japan and South 
Korea, that places a burden on us, and it is part of the defense 
budget on which you will vote. Of course the answer to your ques
tion is yes. But no nation can afford to sacrifice its security because 
of economic cotisideration. 

Mr. DYMALLY. Thank you, Mr. Chairman. 
Mr. HAMILTON. Are there any other questions? Mr. Smith? 
Mr. SMITH. Thank you, Mr. Chairman. 
Mr. Dine, there is talk that the Senate, possibly the House, may 

be trying to go to where the Senate was last year, in terms of the 
aid package, which would be approximately the same amount in 
military assistance only a change in the formula between grants 
and loans and a little bit of an increase in the ESF. 

You have said here today that you would certainly take it as a 
welcome sign to have the largest amount possible, and that does 
represent an increase. How could you justify those kinds of in
creases? One is an increase of a small amount, the other a recalcu
lation of existing dollars appropriated last year. 

Mr. DINE. There are some who have recommended that the ESF 
Act match Israel's debt service to the United States in fiscal year 
1984, which is $1.15 billion. I certainly am not talking about that 
number. So there are higher numbers. 

As I have mentioned before, I would think that the Foreign Mili
tary Sales Act, because it is based on offsetting the AWACS/F-15 
enhancement sale of 1981 to Saudi Arabia, should be forgiven 
rather than provide Israel the $300 million at market loan levels. 
Israel is going to go ahead and purchase 11 F-15 fighter planes 
within the $300 million from last year and the $300 million that 
has been proposed and suggested this year. 

But in purchasing the additional aircraft, be.:ause it is based on 
offsetting that previous sale to Saudi Arabia, I don't think it is un
reasonable that the United States share more of the economic 
burden of that policy decision. Israel must alone bear the military 
burden.
 

Second, along the same lines as I mentioned before, if you pro
vidc Israel more moneys at market rate levels for advanced weap
onry, you are only going to exacerbate the debt servicing problem 
that Israel faces from government to government. 

Third, the reason perhaps for all of you to consider a $300 mil
lion forgiveness rate is that it would return Israel to the 50-50 for
mula that was provided in the seventies; that is, 50 percent at 
market rates in the Foreign Military Sales Act and 50 percent 
grants. 

Finally, as the Western European countries, the Soviet Union 
and the United States provide arms in various ways to Israel's en
emies, that is only going to make Israel more conscious of the ag
gregate of Arab nations that surround it. To look at the figures, if 
you would in the prepared testimony that I provided-I think it is 
on page 13-you will see a chart showing the Arab arms acquisi
tion in aggregate. 

Mr. SMITH. Am I correct in saying that-I think you may have 
mentioned it-for the last 6 years Israel has not received any in
crease in its ESF? 
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Mr. DINE. In the economic support fund it has remained at a
$785 million level. 

Mr. SMITH. I believe I am also correct, because I asked a numberof the State Department people in question-the money that Israelgets in ESF funds are in fact committed even to a larger degreethan the amount of funds to purchase economic goods in the 
United States.

Mr. DINE. Do you believe that amount is spent in the United 
States? 

Mr. SMITH. The reality is that the cash never goes to Israel. It istransferred and spent here in the United States. 
Mr. DINE. That is correct. 
Mr. SMITH. SO it all stays in the United States.
 
Mr. DINE. That is correct.
 
Mr. SMITH. And the military assistance at the 850-850 level-is
no additional dollars to Israel, and it is all in U.S. military assistance, so there is nothing flowing to Israel out of the United 

States--
Mr. DINE. Every bit of it is spent in the United States.
Mr. SMITH. So what the Senate attempted to do last year in somedegree recognized some of the latent problems in the Israeli economy and some of the responsive dollars necessary in order to have an offset for some of the programs that were briefly set in motion

by the administration. 
Mr. DINE. That is correct.
 
Mr. SMITH. Thank you. Thank you, Mr. Chairman.
Mr. HAMILTON. Are there any other questions from members of

the panel? 
Mr. SADD. Mr. Chairman, if I may-Mr. Smith said he understood that the AID money goes into exports. That is an inaccurateunderstanding. Our economic support fund moneys to Israel, unlikethose provided other countries, which are billeted for sewer systems, hospitals, whatever the case may be, and which have Americans stationed over there to insure we know where the money isspent, are labeled debt service. That means the money goes toIsrael to pay off its debt service, principally to the United States.There are no Americans over there overseeing the expenditure of

those moneys.
It is really inaccurate to say the money goes tc Israel and is usedin buying products from us. If you look at the AID congressional

presentation document, debt service is the only described use of the
economic support fund moneys we give Israel.

Mr. SMITH. I am correct in saying that no money ever winds up
in Israel. The money that the United States appropriates stays in
the United States. There are those who have been talking aboutsuitcases full of money rushing over to Israel to pay for things,when in fact that is really not so. The reality is the money neverreally leaves the United States. It is more or less a paper transac
tion.
 

Mr. SADD. It comes out of our bond markets. We have a deficit.
To reduce the deficit, it goes in the bond market; it goes over toIsrael, and they give it back to pay off the loans we give them. 
STATEMENT OF DOUGLAS A. BLOOMFIELD, LEGISLATIVEDIRECTOR, AMERICAN ISRAEL PUBLIC AFFAIRS COMMITTEE 

Mr. BLOOMFIELD. Mr. Chairman, I believe the funds we are talking about do not leave the United States, but instead are spent, 
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here. At one time both the United States and Israel had set up a 
vast bureaucracy here to document that all the ESF funds were 
spent in the United States. 

Both Governments found that Israel was spending more than 
double that amount in the United States, and as a result wasting 
millions of dollars in documenting what they already knew; and 
thus by mutual agreement have decided to end that bureaucracy 
and continue to use the present system of a cash transfer program. 

But the money does not leave the United States. 
Mr. SMITH. Thank you. 
Mr. HAMILTON. Any other questions? 
We thank the members of the panel. 
We will call next Eugene Rossides, special counsel to the Ameri

can Hellenic Institute Public Affairs Committee; Peter S. Koucha
lakos, national president, Order of AHEPA; and Paul B. Henze. 

Gentlemen, we are happy to have you with us today. We will ask 
you to keep your eye on the lights. 

Mr. Kouchalakos, the national president of the Order of AHEPA. 
You may proceed. 

STATEMENT OF PETER S. KOUCHALAKOS, SUPREME PRESII)ENT, 
AMERICAN HELLENIC EI)UCATIONAL PROGRESSIVE ASSOCI-
ATION (AHEPA) 

Mr. KOUCHALAKOS. Thank you. 
Mr. Chairman and members of the subcommittee, thank you for 

the opportunity of presenting my views on behalf of the 50,000 
Americans of Hellenic heritage who are members of the AHEPA-
American Hellenic Educational Progressive Association. 

There are two points I want to make concerning our policy in the 
Eastern Mediterranean and the administration's proposals concern
ing U.S. military, economic, and humanitarian aid to Turkey, 
Greece, and Cyprus. 

The United States has no coherent policy in the region. There 
are two causes of instability in the Eastern Mediterranean: (A) 
Greek-Turkish conflict over the Aegean Sea and (B) the continued 
Turkish occupation of northern Cyprus. For several years the State 

areDepartment has told the American people that these problems 
best solved by intercommunal negotiations on Cyprus and by direct 
dialog between Greece and Turkey. While this has the ring of 
reason, balance, and noninterference, in reality it is untenable. 

We cannot simply hide under the guise of' noninvolvement. Al: 
thethree countries receive U.S. aid and have bases that support 

defense of the West. American interest is reflected in the fact that 
the administration is proposing a total aid package to Turkey and 
Greece, including fiscal year 1983 supplemental requests, of $1.338 
billion. How, then, can we claim that the very serious problems be
tween them are of no concern to the United States? 

AEGEAN SEA 

In the last few months, there have been frequent incursions of 
Greek air space by planes of the Turkish air force, planes that 
have been given to Turkey through our FMS and MAP programs. I 
believe the United States must take a leadership role in stopping 
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those incursions and pressing for a resolution of the conflict be
tween the two countries. 

That Greece has a right to deal with the Turkish threat is a view
held by many, including the late Congressman Benjamin Ro
senthal, who said after his trip to Greece last year: 

Mr. Papandreou explained to me his unhappiness with NATO. It is the view of
the Greek military people, including the previous government, including the previ
ous defense minister, the present defense minister, that there is a more likelythreat from their eastern border than from their northern border. It is perfectly appropriate for any nation to assess its own military needs and where that nation per
ceives a threat coming from. 

In November I met with Greek Prime Minister Andreas Papan
dreou and urged him-as an American citizen and a person of Hel
lenic descent-to keep the American bases in Greece. I believe the
Prime Minister is a reasonable man, and from our conversation my
impression was that in the interests of United States-Greek relations, the last thing he wants to do is close the American bases.

But, he takes the Turkish threat seriously. If Papandreou contin
ues to feel that the security of Greece is imperiled and that the
United States is unwilling to recognize its responsibility in helping
find a solution, I think that closing the bases is an option he might
exercise. American leadership in the area is needed. 

CYPRUS
 

We continue to see no progress toward solving the Cyprus problem. The Turkish Cypriots have still not permitted resettlement of
the ghost town of Famagusta. Further, no progress has even beennoted on such simple, humanitarian issues such as accounting for
the 2,100 persons, including at least 8 Americans, who have been
missing since the 1974 Turkish invasion. There will not be any
peace in the area until the Turkish troops are withdrawn and the
Cypriots are left to solve their own problems.

Our nonintervention is fueling an arms race in the area that
could prove disastrous. We are fueling a rapid arms buildup in the 
area, and cannot view our aid to Greece and Turkey in isolation
from the current tensions between them. American aid to Greece
and Turkey has increased from $263.8 million in 1974 to $1.2157
billion proposed for fiscal year 1984, an increase of 460 percent.

Further evidence of this arms race can be found in the fact that
the military expenditures of the two countries have increased from 
a combined total of $1.852 billion in 1973, to $4.905 billion in1981-a 265 percent increase. This money is not only being spent
as part of the Western defense against the Eastern Bloc, but it isbeing spent on the Turkish occupation troops on northern Cyprus,
on Turkey's Aegean Army, and on Greek troops along the Turkish 
border. This is what our nonintervention is creating.

This arms buildup is encouraged by our refusal to help negotiate 
a guarantee of Greece's border against Turkish attacks. The West
ern alliance is based on the notion of a common defense, and al
though I understand that a conflict between two allies pose special
problems for our diplomacy in the area, we have a responsibility to
face the problem of Greece's security squarely. It is a responsibility 
we cannot shirk. 
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A poignant example of ill-advised diplomacy was evidenced by 
President Reagan's recent letter to Greek Prime Minister Papan
dreou. The President stated in his letter that the United States, in 
the context of a new agreement, would "seek increased levels of se
curity assistance for Greece above the level of the current pro
gram." 

In other words, the United States will grant Greece a level of 
military assistance on a par with Turkey only if there is a resolu
tion of the current negotiations over the U.S. bases. This policy 
does not provide for stability in the area, but only increases Greek 
feelings of insecurity. 

I believe the United States must: (1) Take immediate, positive 
action toward the Turkish withdrawal of troops from Cyprus, and 
for a permanent resolution of that conflict. (2) Make an immediate 
affirmation of Greece's territorial integrity, and inform both 
Greece and Turkey that the use of force to settle conflicts by either 
country would severely and permanently alter our relationship 
with them. (3) Maintain aid to Turkey, Greece, and Cyprus at cur
rent levels until stability reigns in the area. 

It is the responsibility of the Defense Department to ascertain 
our military requirementi, including assistance needed by allies 
who contribute to the c'mmon defense. But military needs must 
always be considered in a political context. Providing an ally with 
guns and tanks is not a policy. Turkey may need more airplanes or 
artillery, but this does not outweigh its need to resolve its difficul
ties with Cyprus and Greece. 

Stability in the area will not come by increasing military aid to 
either Greece or Turkey. More aid will only exacerbate tension and 
encourage military adventurism. Stability can, however, be 
achieved through American leadership and initiative. If we contin
ue to ignore the broader needs of all three countries to live in 
peace and within secure borders, the consequences of our noninter
vention will only be increased problems in the future. 

Mr. Chairman and members of the subcommittee, I thank you 
again for providing me with this opportunity to testify. 

Thank you. 
Mr. HAMILTON. We thank you for your statement. 
[The appendixes to the statement of Mr. Kouchalakos follow:] 
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Appendix Two COMBINED MILITARY EXPENDITURES 
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Mr. HAMILTON. Mr. Henze, would you proceed. 

STATEMENT OF PAUL B. HENZE 
Mr. HENZE. Thank you, sir. It is an honor to be able to talk to you. I am talking as a private American citizen and a former Gov

ernment official. I represent no ethnic group or constituency.
wish to support the administration's request for appropriations for

I 

military and economic assistance to Turkey for fiscal year 1984 and
supplemental aid for fiscal year 1983.

Turkey maintains the largest standing armed forces in NATOafter the United States. She has done so year after year through
periods of internal, political, and economic strain without pressure
or persuasion from the outside. Turkey has never flinched fromNATO responsibilities, has never threatened to leave the alliance 
or engaged in gamesmanship over her status in it. She has provided military facilities and services to the United States on a bi
lateral basis as well. 

Turkey Las proved to be a dependable, honest, and serious ally.
With no significant exceptions, she has respected and supported
basic U.S. foreign policy and defense initiatives. Turkish and U.S.officials are in continual productive dialog on political, military,
and economic issues affecting both countries.

Levels of military assistance for Turkey should not be deter
mined on the basis of Greek fears and prejudices any more than
U.S. relations with Greece and U.S. assistance for the Greek armedforces should be determined on the basis of Turkish attitudes.

The Turkish Government and Turkish Americans have made no
effort, even during the period of the Colonels in Greece, to influence the U.S. Government's decisionmaking processes on Greece orcongressional actions on matters relating to Greece; and Greek-
Americans have not reciprocated.

I have always favored Greek membership in NATO and militaryassistance to Greece, economic assistance as well, if it should 
become necessary again.

The leader of the present Greek Government has made things
difficult for us. He came to power expressing hostility to NATOand a desire to leave the alliance, which his country had rejoined
only a short time before. He expressed hostility to American basesin Greece and delayed until recently resuming the repeatedly
halted base negotiations.

No one would want to place a high wager now that the negotiations underway will be concluded successfully or soon. These are 
not attitudes befitting a serious ally. Meanwhile, Greec2's primeminister has refused to condemn oppression in Poland, is equivocal
on Afghanistan, has warmed relations with Bulgaria at a timewhen that country stands under strong suspicion of having abetted 
one of the most ghastly terrorist crimes of the century and consist
ently takes a nonalined stand on Middle Eastern and Third World 
issues. 

He refused to permit his armed forces to participate in NATO maneuvers which have already been devised to take Greek sensitivities into account. In the face of this, Greece wants military aidto itself and Turkey to continue on the basis of a 7 to 10 formula 



328
 

that has never been officially recognized by the United States. The 
7 to 10 formula is alleged to serve the purpose of insuring balance. 

It is a strange form of' balance. The ratio of Greece's armed 
forces to Turkey's is approximately 4 to 10. The teaching of math
ematics has perhaps been deficient in this country in recent years 
but even a poor student of arithmetic can see a 7 to 10 aid formula 
applied to armed forces that stand 4 to 10 in proportion to each 
other results in continuing worsening imbalance. 

The smaller armed forces get twice as much aid per man as the 
larger. This means that the United States has been giving Greece 
twice as much aid for each man under arms as it has been giving 
Turkey. This makes, it seems to me, very little sense when Greece 
has only nominally been a member of NATO in recent years and 
Turkey is enthusiastically in it. 

The Reagan administration's request for $280 million for Greece 
is justified by reason that the leaders of the Greek armed forces 
themselves appear to be more sincerely committed to NATO than 
their present prime minister. 

Regrettably, little can be expected from Mr. Papandreou in re
spect to settlement of differences that have long persisted between 
Greece and Turkey. In face of a conciliatory attitude on the part of 
the Turkish military leadership and a clear desire on their part to 
settie issues with Greece before political pressures resulting from 
party politics make the task more difficult, Mr. Papandreou has 
contrived to invent new tensions and suspicions to fan Greek fears 
and generate new strains. 

The Greek prime minister's recent warm welcome for Soviet Pre
mier Tikhonov at a time when the Soviet Union was intervening 
blatantly in the electoral processes of another NATO ally, Ger
many, is incompatible with loyal alliance behavior. It can hardly 
fail to make Turkey as well as the rest of the alliance uneasy. 

It is depressing to me that any sense of sincere desire to concil
iate and compose differences has been absent from Mr. Papan
dreou's approach to relations with Turkey and the alliance as a 
whole. 

The same holds true with respect to Cyprus. Mr. Papandreou's 
approach has been devoid of' serious effect to work toward settle
ment. 

The United States needs to look at the Eastern Mediterranean in 
terms of what serves basic American interests. The Reagan admin
istration's requests for military aid for fiscal year 1984 and For sup
plementary military and ESF aid for fiscal year 1983 for Turkey 
are based on a clearer version of our fundamental interests and 
how best to serve them than we have seen in Washington for a 
long time. I sincerely hope the Congress supports them. 

Mr. HAMILTON. Thank you.
 
[Mr. Henze's prepared statement follows:]
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PREPARED STATEMENT OF PAUL B. HENZE 

I wish to support the Administration's requests for appropriations for
military and economic assistance to Turkey for FY 1984 and supolemental
for FY 1983. 1 offer the following considerations infavor of this aid.
 
In the final year of the Carter Administration (during which I served as
an NSC Staff i.Ieher) I chaired am interdepartmental working group 
on Turkeywhich reviewed economic and military aid requirements. Inrespect to the
latter, we reached two important conclusions in December 1930: 

(1)Turkey's military assistance requirements should be considered
separately from those of Greece in view of the larger andvaried contribution more 
to the lestern Alliance which Turkey makes;

and (2)Military aid for FY 1932 should set at nohe less than 1400million and increased steadily thereafter inview of the pressing Alliance need for modernization of Turkey's armed forces. 
The Reagan Administration accepted these recommendations as its oin policy,
but it was slow to imnlement them. The requests for FY 1984 assistance andfor a supplemental appropriation for FY 1983 signify full recognition 
of
Turkey's urgent needs, which two administrations have supported; they are
thus bi-partisan.
 

The reduction in economic sunport funds (E.SF) is now justified by the factthat Turkey, even in a neriod of general world recession, has made imoressive economic progress. Economic reforms enacted early in1980 and repeatedly reaffirmed as basic policy have brought Turkey very far along the roadto a free market economy. Thus Turkey has adopted the kind of economic approach which both major parties in the United States have always championed.Turkey had more than 4%real economic growth during the past two years--thebest performance inthe OECD. Its international credit rating has improved
steadily. Its needs for emergency economic aid have been reduced. * 
Its economy is nevertheless still far from strong enou-h to generate theresources that are needed for military modernization. And while countryacan encourage foreign investment and borrow on the international market to
expedite its economic development, this is not possible as a means of securing funds for military modernization. So it is appropriate that thephasis in US assistance emnow be shifted sharply to the military side. 

Turkey maintains the largest standing armed forces inXNTO after the US.
She has done so year after year, through periods of internal politicaland economic strain, without pressure or persuasion from the outside.
 

18-551 0-83--23 
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Turkey has never flinched from NATO -responsibilities, has never threatened
 

to leave the Alliance or engaged in gamcsmanship over her status in it.
 

She has provided military facilities and serv-ces to the US on a bilateral
 
basis as well and curtailed them--partially--only inface of the severe res

trictions placed upon her by the arms embargo imposed during the period
 

1974-1978. hben the arms embargo was lifted, Turkey quickly entered into 
negotiations for a new agreement on defense installations and services with 
the United States. An agreement satisfactory to both countries was concluded 

without friction or procrastination even though Turkey's internal political
 

situation was strained at the time. This agreenent, since signed and rati

fied, has worked well. Turkey has proved to be a dependable, honest and 
respected and supserious ally. .';ithno significant cxceptions, she ha s ofported basic US foreign policy and defense initiatives. Turkish and [IS 


ficials are incontinual, productive dialogue on political, military and
 

economic issues affecting both countries.
 

As Turkey's principal source of military support and advice for well over
 

three decades, the US has been discussing military modernization with the 
All of the
leaders of the Turkish armed forces for the past ten years. 


are no serious disissues have been carefully weighed and exanined. There 
the main lines which need to be followed. Since there hasagreements about 

invariably been too little military assistance available inrecent years to
 

the clearly identified requirements for it--and since urgent requiremeet 
ments have had to be nostponed from one year to the next over and over again-aid increasesthere is no problem with Turkey's capacity to absorb the large 

orking in
the Administration seeks during the current and coming year. 

close collaboration with US military advisers, the Turkish General Stiff
 

has developed a sound structure for setting priorities among its three ser

vices and implementing modernization plans. Turkey's record for making 
good and full use of the aid shc has been given in the past is outstanding. 

Dring the past several years, first within the US Government and since 
the end of 1980 outside of it,I have participated inat least two dozen 
working groups and conferences concerned with impro: ing the US strategic 

position in the Eastern .editerranean and the Middle East. Not a single 
area has failed to underscore the high value of Turkeydiscussion of this 

and the desirability of building up its military strength as a means of im

proving security in the region and enhancing the capacity of the Western Al

liance to meet emergencies and prevent threatening-contingencies inthis
 

part of the world. The current reouests for appropriations of the Reagan 

Administration represent the first fully serious response to this situation.
 

few issues which are sometimes raised as arguments
I should like to address a 

for delaying, decreasing or failing toprovide support for Turkey.
 

six times during the past two years, spending a total
I have visited Turkey 
of annrox. four months in the countrv in all. I have traveled inall parts
 

where Turkey

of it, flom the Iranian and Soviet border regions to Thrace, 

Sea to the southwest. I have talked tofaces Bulgaria, and from the Black 
from simple peasants and small businessmen to

thousands of Turks, ranging 
and civilian governmental leaders.
industrialists, generals, professors 

can assure you that the country has made enormous strides since the mili-I 
tary leadership took the reins of government in September 1980 and brought 
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a period of terrorism, political confusion and Communist-instigated destabilization to an end. 
Turks do not feel they are living under an oppressive
government now. But neither the populace nor the military leadership wantsthe present interim situation to continue. 
The main business of the military
leaders has been to oversee the writin- of a new constitution and to roformthe governmental structure and electoral system ensureto that democracy canflourish and endure once the narliamentarv system begins to function again.Promises have been kept and time-tables followed. The pro-rao for restoration of strenthiened democracy which the military leaders committed themselvesto as soon as they had taken power is wll advanced and on schedule. Turkshave proved that they need no meddlesome nannies to tell them now to manage
their affairs.
 

Nevertheless Turkey's military leadership has been the target of a steadycamrpai!n of misinforma'son and denigration by politicians, publicists anil
 
academicians in Europe in
as and someliberals and socialists and other marts of the world who see themselvesself-appointed guardians of other people'smorals. Some of those peonle are simply naive and ill-informied; but withothers criticism is a camouflage for other purposes and they are serving
anti-democratic 
and anti-estern interests. 

hile terrorism inside Turkey has for the most part been brouirit under control, Turks cannot rest easy. Their dinlomats and 
 airline offices abroadcontinue to be attacked 
he 

by An-cnians. Armenian extremists, who appear tosunorted ultimately by the Soviet Union, are still tryin- to generateterroris-i inside Turkey. I h;appened to arrive at the Anikara airport lastAu-ust when Amenian terrorists attacked, killin.g 9 nersons (two of themAmericans) and woundin, 72. othin,., absolutely nothing, justify thiscankind of attack. Turkey is to be nr(1yed for the endurance and mature goodsense with which sihe has confronted these continual provocations. Mhen Armenian-.Amcricans fail to condemn them, they reflect discredit on themselves. 
Levels of military assistance for Turl:cv should not be determined on thebasis of Greek fears and nrejudices, an more than USrelations with Greece, and US assistance for the Greek armed forces,' shouldbe determited on the basis of Turkish attitudes.and Turlrish-,mericans have made 

The Turkish government
no effort, even durin,, the period of thecolonels in Greece, to influence the US Government's decision-makin, processes on Greece or congressional actions on matters relating to Greece.Greece and Greek-Americans have not reciprocated at any time since 197.1 andcontinue to try to influence American lecision-saking processes manylevels and in many ways. No othter NA10 ally behaes 

at 
in this fashion. llollarddoes not attempt to veto US actions on Cermany, nor Italy itselfdoes feelentitled to iterf.rc in US policy-makin, prc.'eoses in respect to Spain.Greece should be expected to meet the same standards. 

I have always favored Greek membershir, in NATO and military assistinceGreece; economic assistance toas well if it should become necessary a.ain.Greece has been a valuable member of the cot.munity of 'estern nations.American links with Greece are bound to remain broad and deep. But Greeceis not entitled to make the US relationship with Turkey hostage to its o%,nconcerns and prejudices. 

http:iterf.rc
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The leader of the present Greek government came to power expressing hosti

lity to NATO and a desire to leave the Alliance--which his country had re

joined only a short time before. 'lieexnressed hostility to Anerican bases
 

in Greece and delayed until recently resuming the repeatedly lalted base 
nownegotiations. No one would want to place a high waver that the nego

tiations under way will be concluded successfully, or soon. Thiese arc not 

attitudes befitting a serious ally.
 

refused to condemn oppression inM.eanwhile Greece's prime minister has 
Poland, is equivocal on Afghanistan, has urmed relations with Bulgaria 

that country stands under stron- suspicion of having abettedat a time when 
one of the most -hastly terrorist criras of the century, and consistently
 

Third ',.orld issues. lIletakes "non-aligmd" stands on Middle Eastern and 
refuses to permit his armed forces to participate in .%f0 maneuvers which 

have already been devised to tak:e G;reek sensitivities into account. In the 

face of this, Greece wants military aid to itself and Turkey to continue on 

the basis of a 7-10 formula that has never been officially recognized by 

the United States. Greece's strongest argunent for the 7-10 formula is 

that it was set h)iHenry Kissinqer--in the course of negotiating an agree

ment which Greece refused to accept. 

to the purpose of ensuring "balance". ItThe 7-10 formula is alleged serve 
is a strane form of balance. The ratio of Greece's armned forces to Turkey's 

been defiis approximately .4-10. The teaching of mathematics has perhaps 
in recent years, but surely even a poor student ofcient in this country 

applied to ar.ed forces thatarithmetic can see that a 7-10 aid formula 
stand .1-10 in proportion to each other results in continually worsening
 

:et twice as much aid nor man as the
imbalance. The smaller ared forces 
has been giving Greece twice as

larger! Tis means that the United States 
Does thismuch aid for each man under arms as it has been g.iving Turkey. 

when Greece is only nominally in .NATO andmake any sense? Above all, 
is harrassin3 our facilitiesTurey is enthusiastically in it? ,hen Greece 

while' Turkey is supporting, them willingly? 

this disparity. Under the
The Reagan Administration has finally recognized 

may in
circtrnstanccs, its request Co, i230 million for Greece for FY 1934 

itself be too generous. But it is justified by realization that the leaders 

of the Greek armed forces ft'.eselves appear to be more sincerely committed 
of their 

to :tNATO their preaunt PrLre :inister. They have a keener sensethan 
and of what constitutes real dangers to their country.
strategic interests 


For their sa.,e we need to continue to be patient with Greece. .Mr. Papan

dreo,'s political position anpears to be weakening. tHispolicies have al
economic situation. !,Weneed to


ready caused a deterioration in the Greek 
Greece, for ..r. Papandreou, ruch as he ould

continue to be patient with 
Greece. I therefore support the 

request for million in military assistance for Greece.
like to think -;, is not svnonymrous with 

12B)
Adinistration's 

of 1r. Papandreou in 
at we must rcconize that little can be e.)ected 


respect to settlement of aifferences that have long persisted between
 

Greece and Turkey. In face of a conciliatory attitude on the part of the
 
to settleTurkish nilitar. leadership and a clear desire on their part 

olitical Mressures resultin,, from party politics
issues with Greece before 
make the task more difficult, Ar. Papandreou has contriveo to invent new
 

tentions and suspicions, to fan Greek fears and generate new strains.
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The Greek Prime 'finister's recent warn welcome for Soviet Premier Tikhonov-at a ti e when the Soviet Union was intervening blatantly in the electoralproccesses of another :V.TO ally, ;ermany--is incomnatihle With loyal AUliancebehavior. It can hardly fail to make Turkey feel uneasy. Ar. Papandreoueven tried to lure Tikhonov into sunporting positions that the Soviets, inspite of their well-.tmown nropensity to fish in any troubled waters, couldnot bring themselves to tak:e. The fact that Paiandreon was; rebuffed by hisSoviet juest in his effort to ,ain backin- for hiis extreme positionAegean maritime limits onis not likely to make Turkish leader!, feel rmore confortable about the Creel Prir-e linister's intentions tow'ard them. 
It is de-)ressin', that any sense of sincere desire to conciliate and conosedifferences has been absent from 'fr. Papandreou's auproach to relationswith Tur,:ey--and the alliance a Theas whole. sare holds true in resroectto Cyprus. '!r. Papan'rcou's auntroach to Cyprus has been devoid of an:,. seriouseffort to work towird a settlement. His interventions in Cvriot politicshave only made them more co-slicated and unproducti-,e, with the result tMt'Ir. Kvnrianou has now been returned to power only by virtue of a larg,,e Coi

rsnist vote. 

The United !2tates needs to lool: at the Pastern :!editerranea in terms of
what serves basic '6crican interests. The :!eaan Vministratons new requests for nilitarv aid for F ' 19 .,4anl for su:;. lerenta r, military and reF
aid for FY 1983 for Tur:v.' are based on a clearer vision of 
our fundamentalinterests and how to thirnbest serve than t'e have seen in .'ashinoton in a
lon, time. I urge the Congress to support them.
 

Mr. HAMILTON. Mr. Rossides, are you ready. 

STATEMENT OF EU GENE 'r. ROSSIiIES, SPECIAL COUNSEL,
AMERICAN IIEI, ENIC INSTITUTE, PUBLIC AFFAIRS COMM IT-
TEE, INC. 
Mr. RossDEs. Thank you, Mr. Chairman.
Mr. HAMILTON. We are glad to have Mr. Kyros with you.Mr. RossiDEs. Mr. Chairman and members of the subcommittee, Iappreciate the opportunity to present testimony before this subcommittee on behalf' of the American Hellenic Institute Public Affairs Committee, Inc., regarding the Foreign aid requests of the administration for Turkey, Greece, and Cyprus.Appearing with me today is lion. Peter Kyros, former Member of

Congress from Maine.
The policy of this and the past three administrations towardTurkey, by disregarding the rule of' law and our fundamentalpolicy against aggression, has been a failure and has seriously damaged U.S. interests in the Eastern Mediterranean, costing theAmerican taxpayer a great deal of money. This summer will markthe ninth anniversary of Turkey's aggression and occupation ofNorthern Cyprus. Our relationships with both Turkey and Greecehave been weakened during this period. It is past time for a

change.
We believ, chat the interests of the United States are not servedby the administration's current military and economic aid requestsfor Turkey--$94 million For fiscal year 198.1 and $120 million supplemental For fiscal year 1983. There is no justifiable reason forTurkey to join the billion dollar club.
Our position is based primarily on: One, the rule of law in international affairs-Turkey's violation of our foreign aid laws, the 
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U.N. Charter, the NATO Treaty, the Geneva Convention, and the 
1960 Treaty of Guarantee-and two, our current budget crisis, eco
nomic situation, and 10.4 percent unemployment. 

In this connection see exhibit 1 for an exceptional article by 
Harry J. Shaw in the spring issue of Foreign Policy magazine on 
the security assistance program entitled "U.S. Security Assistance: 
Debts and Dependency,' ' which analyzes the program and details 
the damage to U.S. interests by the administration's foreign aid 
proposals and the damage to recipients such as Turkey. 

Mr. Shaw is the former Chief of the Military Assistance Branch 
of the Office of Management and Budget during the Johnson, 
Nixon, Ford, and Carter administrations and is presently a lecturer 
in Government and foreign affairs at the University of Virginia. 

See also the recent GAO report entitled "Unrealistic Use of 
Loans to Support Foreign Military Sales," dated January 19, 1983. 

Our position is also based on three, the unreliability of Turkey as 
an ally-NATO is not a selfexecuting treaty-four, Turkey's in
transigence; five, the questionable strategic value of Turkey in 
modern warfare; six, Turkey's military and economic relationships 
with the Soviet Union, seven; Turkey's threats against Greece in 
the Aegean; eight, the fact that Turkey has a common border with 
the Soviet Union of 380 miles in Eastern Turkey; nine, Turkey's 
human rights violations in 'urkey and Cyprus, and ten, the fact 
that Turkey is a military dictatorhip. So, $330 million of the total 
$934 million request for fiscal yaar 1J84 is in the form of outright 
grants. 

The administration request of $759 million in military aid for 
fiscal year 1984 represents: 

An 88-percent increase over the $403.5 million authorized and 
appropriated by Congress in the continuing resolution on appropri
ations for fiscal year 1983 and in the 2-year foreign aid bill passed 
by Congress in December 1981 for fiscal years 1982 and 1983; 

A 62-percent increase over the $468.5 million requested by the 
administration for fiscal year 1983; 

A 201-percent increase over the $252 million authorized and ap
propriated for fiscal years 1980 and 1981; 

A 334-percent increase over the $175 million authorized and ap
propriated for fiscal years 1978 and 1979; 

A 500-percent increase over the $125 million authorized and ap
propriated for fiscal years 1976 and 1977. 

The attached chart prepared by the Congressional Research 
Service shows the dramatic and exorbitant increases in the mili
tary and economic aid authorizations for Turkey for the past sever
al years. See exhibit 2. 

At a time when the American people are asked to make signifi
cant sacrifices, both in their own national security and economic 
well-being, there is simply no justification for these aid levels and 
grants to Turkey. 

Support for the rule of law in international affairs is reason 
enough to change the policy. The budget crisis, the economic situa
tion, and the unemployment rate should have made it a certainty 
last year. 

I ExhibiLs to Mr. Rossides' statment are retained in subcommittee files. 
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For those who believe that Turkey is of more than minimalvalue strategically, we suggest that Turkey's value as an ally is negated as long as: One, Turkish troops continue to occupy NorthernCyprus; two, Turkish colonists remain in Cyprus; and three,Turkey continues its threats against Greece in the Aegean.
A prime reason for this is that a major portion of the troops andweapons of' both andTurkey Greece are pointed at each other.Rarely, if' ever, has anyone in the executive branch responsible forproviding these arms admitted and made clear to the Congress this

stark and brutal fact.
The arms race between Greece and Turkey, stimulated by the administration's exorbitant arms aid to Turkey, can lead to a disastrous war between them. In a U.S. News & World Report arti-cle-May 3, 1982, page 30-University of Rochester political scienceProf. Bruce Bueno de Mesquita, author of "The War Trap," in ananalysis of' why nations engage in conflict, stated: "I will go out on a limb and cite places where I think war is likely in the next yearor two. Conflict between Greece and Turkey over Cyprus is one 

prospect."
In his September 26, 1980, statement, the President made certainpledges which he has not kept. In that statement he also said that"several disputes between Greece and Turkey have seriously damaged our alliance over the past several years" and that these"issues-Cyprus and the Aegean-must be resolved before any realcooperation and lasting f'riendship can be achieved between Greece

and Turkey."
A recent letter to the President from former mayor of' San Francisco George Christopher is set forth in exhibit 4.'Our 'upport of 'I'urkey's aggression and colonization in Cyprusmakes a mockery of' our desperate attempts to make Poland f'reefor the Poles, Lebanon free for the Lebanese and Afghanistan f'reefor the Afgans. Pursuit of such a double standard destroys

credibility worldwide. 
our 

H ow noble did we all feel when the United States, despite political difficulties, came out four-square against aggression and aflfirmed the inviolate principle of' self'-determination in sup)ort of'the cause of the IFalkland Islanders and the rule of law in lastyear's dispute between two of our traditional friends. If freedom isindivisible, then it is not possible to distinguish between the conflict in Cyprus and the conflict in the IaFaliklind Islands. If'Great
Britain would have acted in a similar manner, as she should have,when Turkey invaded Cyprus in 1971, we would not. be here today.Aid to Turkey without conditions precedent as to the removal of'all foreign troops in accordance with U.N. Resolution :1212 of' November 1, 197.1, has not worked and will not work. In the summerof' 1978, at the administration's strenuous urging, the remaining
partial embargo was lifted. The vote in the Senate was 57 to ,12 andthe vote in the I louse of*Representatives was 208 to 205.The proponents of lifting the embargo in the Senate and Ilousedebate stressed the administration's and their expectation thatTurkey would be forthcoming in negotiations to settle the Cyprus 

E'+xhibit., t.Mr l~l.l(l w(sibs+t;lld lb'Jll~~lq Mi-fst auw 
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problem. Turkey has not been fbrthcoming and in fact has hard
ened her position. 

Support for the rule of law in international affairs, our current 
budget crisis and economic situation and 10.4 percent unemploy
ment require action now. 

We submit that it is in the best interests of the United States for 
the Congress to: 

One, condition all aid, military and economic, to Turkey for fiscal 
year 1984: (a) on the removal of Turkish military forces from 
Cyprus in accordance with unanimous U.N. Resolution 2,212 of No
vember 1, 1975, which resolution President Reagan fully endorsed 
in his campaign statement, and (b) on the removal of Turkish colo
nists from Cyprus; 

Two, reduce substantially military and economic aid levels to 
Turkey. A substantial proportion of' Turkey's and Greet.-'s military 
forces are specifically earmarked solely for use against each other. 
Aid to both countries should be reduced accordingly while keeping 
the balance of' power as stipulated in the 1978 legislation which 
lifted the remaining partial embargo; 

Three, oppose all grant military and economic aid, $880 million 
in fiscal year 1984, and concessional loan aid to Turkey; 

Four, oppose the fiscal year 1988 supplemental appropriation re
quest of $120 million for Turkey; 

Five, reduce substantially the $647.75 million for Turkey in the 
continuing resolution on appropriations for fiscal year 1988; 

Six, condition all aid to Turkey on the return of Varosha, New 
Famagusta, to the Government of' Cyprus as a starting point for se
rious negotiations; in 1978 the administration proposed the return 
of Varosha as part of' a I0-point plan; 

Seven, condition all aid to Turkey on Turkey's agreeing to give 
the U.N. Committee on Missing Persons full authority to investi
gate all leads regarding the 1,600 missing Greek Cypriots and sev
eral Americans; and 

Eight, condition all aid to Turkey on Turkey's lifting all restric
tions and ceasing her continued harassment of the Patriarchate at 
Istanbul. 

Greece: The administration's military aid request for Greece re
mains at $280 million. The administration has not requested eco
nomic aid for Greece. In order to preserve the military balance be
tween Greece and Turkey and to deter aggression against Greece 
from Turkey, we believe it is important for Greece to receive aid on 
a 1-to-I ratio basis with Turkey and that economic as well as mili
tary aid be included in the equation, since money is fungible; eco
nomic aid releases other f'unds for military purposes. 

Cyprus: For all of' Cyprus the administration is proposing $8 mil
lion in humanitarian assistance for fiscal year 1984 and a reduc
tion of $10 million for fiscal year 1988 from the $15 million appro
priated by Congress in the continuing resolution on appropriations 
for fiscal year 1988. We oppose the reduction for fiscal year 1983 
and urge that the $8 million requested for fiscal year 1984 be in
creased to $15 million. 
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Mr. Chairman, I have elaborated on a number of the points inthis statement in an addendum attached hereto, exhibit 5.1Thank you, Mr. Chairman and members of the subcommittee.
[Mr. Rossides' prepared statement follows:] 

PREPARED STATEMENT OF EUGENE T. Ross!iEs, SPECIAL COUNSEL, AMERICAN HELLENIC 
INSTITUTE PUBLIC AFFAIRS COMMIrrEE, INC. 

Mr. Chairman and Members of the Subcommittee, I appreciate
 
the opportunity to present testimony before this Subcommittee on
 
behalf of the American Hellenic Institute Public Affairs Committee,
 
Inc., regarding the 
foreign aid requests of the Administration
 

for Turkey, Greece and Cyprus. 
Appearing with me today is the
 
Honcrable Peter Kyros, former Member of Congress from Maine.
 

Turkey
 

The policy of this and the past three Administrations
 
toward Turkey, by disregarding the rule of law and our 
fundamental
 
policy against aggression, has been a failure and has seriously
 

damaged United States interests in the Eastern Mediterranean,
 

costing the American taxpayer 
a great deal of money. This 
summer
 
will mark the ninth anniversary of Turkey's aggression and
 
occupation of northern Cyprus. 
Our relationships with both
 
Turkey and Greece have been weakened during this period. 
 It is
 

past time for a change.
 

We believe that the interests of the United States are
 
not served by the Administration's current military and economic
 

aid reouests for Turkey ('934 million for 
FY 1984 and
 
$120 million supplemental for FY 1983). 
 There is no justifiable
 

reason for Turkey to join the "billion dollar club."
 

Exhibits to Mr. Rossides' statement are retained insubeommittee files. 
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Our position is based primarily on (1) the rule of law
 

(Turkey's violation of our foreign aid
in international affairs 


laws, the UN Charter, the NATO Treaty, the Geneva Convention,
 

and the 1960 Treaty of Guarantee), and (2) our current budget
 

crisis, economic situation and 10.4% unemployment. In this
 
I!
 

connection see Exhibit 1 for an exceptional article by Harry J.
 

Shaw in the Spring 1983 issue of Foreign Policy magazine on the
 

security assistance program entitled "U.S. Security Assistance:
 

Debts & Dependency," which analyzes the program and details the
 

damage to United States interests by the Administration's fo:aign
 

aid proposals and the damage to recipients such as Turkey. Mr.
 

the former chief of the military assistance branch of
Shaw is 


the Office of Management and Budget during the Johnson, Nixon,
 

Ford and Carter administrations and is presently a 
lecturer in
 

the University of Virginia.
government and foreign affairs at 


See also the 
recent GAO report entitled "Unrealistic Use of
 

Loans to Support Foreign Military Sales " dated January 19, 1983.
 

(3) the unreliability of
Cuirposition is also based on 


Turkey as an ally (NATO is not a self-executing treaty), (4) Turkey's
 

intransigence, (5) the questionable strategic value of Turkey
 

(6) Turkey's military and economic relationships
in modern warfare, 


with the Soviet Union, (7) Turkey's threats against Greece in the
 

a common border with the
 

380 miles in eastern Turkey, (9) Turkey's human
 

Aegean, (8) the fact that Turkey has 


Soviet Union of 


rights violations in Turkey and Cyprus, and (10) the fact that
 

Turkey is a military dictatorship.
 

Kxhilbiu to ldts's t otls',ny retai;ned In .uboA1MMttW,,fi(!.1r. uus ar,: 
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The $1,054 million Administration request breaks down
 

as follows:
 

(In Millions of Dollars)
 

FY 1984 
 FY 1983
 
Supplemental
 

FMS--Foreign Military
 
Sales Credits-

Guaranteed Loans 
 $525 
 $65
 

MAP--Military Assistance
 
Program 
 230 (grant)
 

IMET--Military
 
Trainir-


4
 

Total Militar, 
 759 
 65
 

ESF--Economic Support

Fund 175 (100 grant
 

75 loan) 55
 

Total Economic 
 175 
 55
 

Total Military and
Economic 
 934 
 120* 	 =$1,054
 

* The $120 million was not approved last year by the Congress.
 

$330 million of the total $ 934 
 million request for FY
 
1984 is in 
the form of outright grants.
 

The Administration request of $759 million in military
 

aid for 	FY 1984 represents:
 

--an 88% increase over 
the $403.5 million authorized and
 
appropriated by Congress in the Continuing Resolution on
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Appropriations for FY 1983 and in the two-year foreign aid bill
 

passed by Congress in December, 1981, for FYs 1982 and 1983;
 

--a 62% increase over the $468.5 million requested by
 

the Administration for FY 1983;
 

--a 201% increase over 
the $252 million authorized and
 

appropriated for FYs 1980 and 1981;
 

--a 334% 
increase over the $175 million authorized and
 

appropriated for FYs 1978 and 1979;
 

--a 500% increase over the 
$125 million authorized and
 

appropriated for FYs 1976 and 1977.
 

The attached chart prepared by the Congressional Research
 

Service shows the dramatic and exhorbitant increases in the
 

military and economic aid authorizations for Turkey for the past
 

several years (see Exhibit 2).
 

At a time when the American eole are asked to make
 

significant sacrifices, both in their own 
national security and
 

economic well-being, there is simply no justification for these
 

aid levels and grants to Turkey.
 

Support for the rule of law in international affairs is
 

reason enough to change the policy. The b,,dget crisis, the economic
 

situation id the unemployment rate should have made it 
a
 

certainty last year.
 

For those who believe that Turkey is of more than minimal
 

an ally
value strategically, we suggest that Turkey's value as 


is negated as long as (I) Turkish troops continue to occupy
 

northern Cyprus, (2) Turkish colonists remain in Cyprus, and
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(3) Turkey continues its threats against Gueece in the Aegean.
 

A prime reason for this is that a major portion of the troops and
 

weapons of both Turkey and Greece are pointed at each other.
 

Rarely, if ever, has anyone in the Executive Branch responsible
 

for providing these a..ms admitted and made clear to the Congress
 

this stark and brutal fact.
 

The arms race between Greece and Turkey, stimulateo by
 

the Administration's exhorbitant arms aid to Turkey, can lead
 

to a disastrous war between them. In a U.S. News & World Report
 

article (May 3, 1982, p.30), University of Rochester political
 

science Professor Bruce Bueno de Mesquita, author of The War Trap,
 

an analysis of why nations engage in con'lict, stated:
 

"I will go out on a limb and cite places
 
where I think war is likely in the next
 
year or two. Conflict between Greece
 
and Turkey over Cyprus is one prospect."
 

In his September 26, 1980 statement, the President made
 

certain pledges which he has not kept. In that statement he also
 

said that "several disputes between Greece and Tur'cey have
 

seriously damaged our alliance over the past several years" and
 

that these "issues [Cyprus and the Aegean] must be resolved before
 

any real cooperation and lasting friendship can he achieved
 

between Greece and Turkey." (See Exhibit 3.) A recent letter
 

to the President from former Mayor of San Francisco George
 

Christopher is set forth in Exhibit 4.
 

Our support of Turkey's aggression and colonization in
 

Cyprus makes a mockery of our desperate attempts to make Poland
 

free for the Poles, Lebanon free for the Lebanese and Afghanistan
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free for the Afghans. Pursuit of such a double standard destroys
 

our credibility worldwide.
 

[low noble did we all feel when the United States, despite
 

political difficulties, came out foursquare against aggression
 

and affirmed the inviolate principle of self-determination in
 

support of the cause of the Falkland Islanders and the rule of
 

law in last year's dispute between two of our traditional friends.
 

If freedcm is indivisible then it is not possible to distinguish
 

between the conflict in Cyprus and the conflict in the Falkland
 

Islands. If Great Britian would have acted in 
a similar manner,
 

as she should have, when Turkey invaded Cyprus in 1974, we would
 

not be here today.
 

Aid to Turkey without conditions precedent as to the
 

removal of all foreign troops in accordance with UN Resolution
 

3212 of November 1, 1974, has not worked and will not work. 
 In
 

the summer of 1978, at the Administration's strenuous urging,
 

the remaining partial embargo was lifted. The vote in the Senate
 

was 57 to 42 and the vote in the House of Representatives was
 

208 to 205. The proponents of lifting the embargo in the Senate
 

and House debates stressed the Administration's and their
 

expectation that Turkey would be 
forthcoming in negotiations to
 

settle the Cyprus problem. Turkey has not been forthcoming and
 

in fact has hardened her position.
 

Support for the rule of law in international affairs,
 

our current budget crisis and economic situation, and 10.4%
 

unemployment require action now.
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We submit that it is in the best 
interests of the United
 

States for the Congress to:
 

1. condition all aid 
(military and economic) to Turkey
 

for FY 1984, (a! on 
the removal of Turkish military forces from
 

Cyprus in accordance with unanimous UN 
Resolution 3212 of November
 

1, 1974 (which resolution President Reagan fully 
endorsed in
 

his campaign statement), and (b) on the removal of Turkish
 

colonists from Cyprus;
 

2. reduce substa.;tially military and economic aid levels
 

to Turkey. A substantial proportion of Turkey's and Greece's
 

military forces are specifically ,armarked solely for 
use against
 

each other. 
 Aid to both countries should be r-!duced accordingly
 

while keeping the balance of power 1978
as stipulated in the 


legislation which 
 lifted the embargo; 

3. oppose all irant military and economic aid ($330
 

million in FY 1984) 
and concessional loan aid 
to Turkey.
 

4. oppose the F 
 1983 supplemental appropriation request
 

of $120 million for Turkey;
 

5. reduce substantially *he $647.75 
million for Turkey 
in the Continuing Resolutior. on Appropriations for FY 1983; 

6. condition all aid to Turkey on the return of Varosha 
(New Famagusta) to the rovernment of C(yprus as a starting point 

for serious negotiations (in 1979 the Admini:;tration proposed the 

return of Varosha as part of a 10-point plan); 

7. condition all aid to Turkey on Turkey's agreeing to 
give the UN committee on missing persons fj I I Authority to 
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investigate all leads regarding the 1,600 missing Greek Cypriots
 

and several Americans; and
 

8. 	condition all aid to Turkey on Turkey's lifting all
 

her continued harassment of the Patriarchate
restrictions and cea .
 

at Istanbul.
 

Greece
 

The Administration's military aid request for Greece
 

remains at $280 million. The Administration has not requested
 

In order to preserve the military balance
economic aid for Greece. 


between Greece and Turkey and to deter aggression against 
Greece
 

from Turkey, we believe it is important for Greece to receive aid
 

on a one-to-one ratio basis with Turkey and that economic 
as well
 

as military ai be included in the equation, since money is
 

fungible (economic aid releases other funds for military purposes).
 

Cyprus
 

For all of Cyprus the Administration is proposing $3
 

million in humanitarian assistancu for FY 1984 and a reduction of
 

1983 from the 115 million appropriated by
$10 million for FY 


Congress in the Continuing Resolution on Appropriations for FY
 

1983. We oppose the reduction for FY 1983 and urge that the
 

$3 million requested for FY 1984 be incre-sed to $15 million.
 

Mr. Chairman, I have elaborated on a number of the points
 

(Exhibit 5).
in this 	statement in an addendum attached hereto 


Thank you, Mr. Chairman, and Members of tl.eSubcommittee.
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Mr. HAMILTON. I should say to my colleagues Mr. Rossides is a
former distinguished official in the Treasury Department, and we are glad to have him here. We welcome him before the committee 
again. 

Mr. Winn. 
Mr. WINN. Thank you, Mr. Chairman. 
I don't have any questions of the panel. I would like to make just

a short statement to Mr. Kouchalakos. 
I believe you said something about noninvolvement of the United

States in the problems between Greece and Turkey. We are involved and I truthfully personally, and I know some other mem
bers of the full Committee of Foreign Affairs have been personally
involved with the various leaders of both countries down through
the turnovers in their leadership, both Greece and Turkey, and
doing everything possible, urging them, meeting themwith hereand in their countries, urging them to become involved in negotia
tions. And both of them, both countries sort of say, yes, we ought
to. But getting G.?ece and Turkey to sit down and talk business is 
tough.

I think everyone in this room knows that. But it is not because
there is a lack of interest on the part of the United States.

Mr. KOT.CHALAKOS. I appreciate that, Congressman.
Please do not take it in a direction that it might not be intended.It was just that the anxiety has been such without anything really

happening. I appreciate your remarks with regard to your efforts. 
Thank you.
Mr. WINN. We all feel a tremendous frustration that we cannot 

get some serious talks started there. But I think we have to keep
trying. Everyone involved has just got to keep trying and working 
at it. 

I don't know how long it is going to be before we reach some suc
cesses here. But I just met in January twice with Papandreou. He
basically spent an awful lot of h's time pointing his finger at 
Turkey.

We undertand that from the American standpoint. But we hope
that as soon as they get through finger pointing they can sit down 
and really start negotiating.

Mr. KOUCHALAKOS. In appendix 1, you see the tremendous
growth of military aid from 1974 to 1984. You begin to wonder ifsomebody had eaten those tanks and guns and what have you, be
cause of the tremendous difference from 1974 to 1984. There so much material going over there, I just wonder what can happen.

is 

I feel this is where the anxiety exists. 
Mr. WINN. I think part of that we would have to say is the con

cern of th" United States for what is referred to as the soft under
belly of NATO. And I think that is where a lot of it is going. Some
of it goes to Greece and some to Turkey, and all down in that "rea. 
But that is the basic reason for it. 

Thank you very much, Mr. Chairman. 
Mr. HAMILTON. Mr. Smith. 
Mr. SMITH. Thank you, Mr. Chairman.
Mr. Yatron has asked me, since he could not be here today if I

would ask a question or two of the witnesses. And I would certainly
be happy to. 

1 -551 O-M---24 

http:happen.is
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As you know, there has been some discussion in the State De
partment and the Congress with respect to conditioning U.S. mili
tary assistance to Greece on an equitable base agreement. 

It has been suggested that this proposal would enhance the 
American position with the Greek Government at the negotiating 
table. 

Would any of you care to comment as to how a proposal of this 
nature might affect our efforts to conclude a base agreement favor
able to American interests? 

Mr. HENZE. May I comment, sir? 
I think the Reagan administration has finally faced the realities 

of this situation and realizes if you go on giving Greece aid year 
after year on a basis that is really more favorable than the aid 
given to Turkey you stand no prospect of having any leverage in 
the base agreement. 

Since Mr. Papandreou has been in power in Greece, every aspect 
of our relations with Greece has become more difficult and pros
pects for any ,:ind of settlement of the issues that bedevil us in the 
Eastern MediLerranean, I agree entirely with Congressman Winn, 
as to the lack of desirability in this-that this situation persists, 
and also about the fact that the United States cannot escape get
ting into it. 

Walking away from it, either trying to put unjust pressure on 
one party or the other, or walking away from it and ignoring it will 
do no good. We have to face the fact that A2 do play a. role here. 
But we also have to look at our own basic interests, and our own 
interests, since Mr. Papandreou has been in power in Greece, have 
suffered considerably.

And Mr. Panandreou has shown no willingness whatsoever on 
any count to meet Turkey even a quarter of the way, let alone half
way. 

So I think the Reagan administration has been very wise to 
make the proposal it has made this year. This proposal does offer 
some possibility for bargaining withi Greece. How valuable our 
bases are in Greece, how much we should really pay for them, I 
hesitate to say. I don't think we should submit to blackmail oi this 
issue. 

Mr. KOUCHALAKOS. Mr. Congressman, I believe conditioning U.S. 
military assistance on any progress in the base negotiations would 
be counterproductive. Clearly, as far as I am concerned, it is abso
lutely essential that we maintain the bases in Greece. When i was 
over there, and I talked to the Prime Minister, I so let him know 
emphatically that we should keep the bases. 

Now the American stategic objectives would be adversely com
promised if those bases were closed down, and that point was 
brought to him also. 

In my estimate, ongoing base negotiations are very complex and 
sensitive. It seems to me we should be making positive gestures to 
the Greek Government--for example, the 10-to-7 ratio, so we can 
reach an agreement that is mutually beneficial to Greece and the 
United States. 0 . 

I honestly feel that this can be the case if we could get to an agree
ment on a lO-to-7 basi. 
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Mr. ROSSIDES. I concur with Mr. Kouchalakos. It is very important from the American point of view that we have bases there.
And we hope the negotiations will succeed.As to the tactical aspects of what is happening regarding the negctiations, I just hope that our negotiators do a good job. I disagreefundamentally and fully with Mr. Henze and his commments regarding ratios, et cetera. In fact, we feel that the ratio should be 1to 1. We have a small nation threatened by a larger one. You need a 1-to-i ratio. That was the concept of aid to Israel as well.The major problem that people fail to realize regarding Turkey isthat Turkey has had substantial dealings with the Soviet Union.Turkey receives the largest aid from the Soviet Union of anynation outside the Warsaw Pact.

The question that Turkey looks to NATO enthusiastically isutter silliness. It is this particular dictator General Evren, whostated in 1979, "clear it with Moscow," when Mr. Carter wanted tohave SALT verification flights of the U-2 over Turkey.So all this talk-we only ask the committee and the members toanalyze the facts of the Turkey-U.S.S.R. relationship. No nationlike Turkey on the border of the Soviet Union is ever going to takea position that they are not going to have friendly relations withthe Soviet Union. This has been stated, quoted, time and again, bythis Turkish Government and previous Turkish Governments. 
Mr. SMITH. Thank you.A question by myself. What is the size of the armed forces inGreece as opposed to the size of the armed forces in Turkey at the 

present time? 
Mr. RossIDES. It is a little hazy. We understood that the armedforces of Turkey were 550,000, an overblown number at that, andin an article in the Armed Forces Journal, the official leadingscholarly journal of the Defense Department, they said they shouldnot be maintaining that large a force.Mr. Perle, in testimony the other day before the Senate, tried to
suggest now it is 770,000. I think the Greek Armed Forces may be
about 280,000, but I do not know for sure.
The important thing to realize is that a substantial percentage ofthe Turkish Armed Forces are (1) in Cyprus; (2) in Western T'irkeyaimed at Greece; and (3) doing routine national police force work,all non-NATO functions. I suggest that this committee write to theDefense Department inquiring officially as to the number and percentage of Turkish troops doing non-NATO functions. There ismartial law throughout Turkey. The army performs a social as

well as a military function. 
Mr. KOUCHALAKOS. We 25,000 areknow troops definitely inCyprus, and a~i estimated 40,000 troops in the Aegean Army. Thiswe know for a fact, becau:se we got those figures when we were in

Cyprus. That is the figure I have.
Mr. HENZE. May I give you a few specific figures from the U.S.Disarmament and Arms Control Agency?
The average of the Greek Armed Forces between 11. 74 and 1978,and they may be slightly smaller now, but essentially in the samerange, was 209,000. The average size of the armed forces of Turkeyduring that period was 511,000. That may be slightly higher now.We may now have a ratio of about 190,000 to 540,000. 
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Greece maintains over 20 men under arms per 1,000 population. 
Turkey maintains not quite 12 men under arms per 1,000 popula
tion. Greece is a more armed country than Turkey. Greece spends 
more on armaments than Turkey. Greece proportionately has re
ceived mcre American aid than Turkey. Greece was not in NATO 
at all from 1974 to 1979. TurKey was in NATO during that entire 
time. 

I could offer a good many other points. 
Mr. SMITH. You raised the point of the imbalance in terms of the 

7-to-10 ratio. I was curious as to what numbers we are talking 
about, where that money is going, and what it is funding. 

Mr. RossIDES. The force levels are such, Mr. Smith, that Greece 
has to have that kind of manpower in proportion to its smaller pop
ulation because of the threat from their neighbor, Turkey. To deny 
that is to deny reality of what is happening. 

For Mr. Henze to say they were not in NATO, he doesn't know 
what he is talking about. They were out of the military arm of 
NATO but full members of NATO. 

They never closed the U.S. bases during that period, whereas 
Turkey, after violating our law, invading Cyprus, and because this 
Congress-I think in one of its finest moments-enforced the law 
that was on the books against use of' our arms for aggression, 
Turkey closed our bases in Turkey, precipitously, and not in ac
cordance with the agreement-supposed to be 1 year's notice. They 
just closed them down. 

That is what you are dealing with in Turkey, aside from the vio
lation of many treaties in the past. 

Mr. SMITH. Mr. Chairman, was ,here an invitation extended to 
anyone on behalf of Turkey to appear here today? 

Mr. HAMILTON. Not specifically. We gave an opportunity for 
anyone to testify who wanted to testify. No specific invitations 
were extended to anyone. 

Mr. SMITH. I would certainly like the opportunity of hearing 
from Turkey on a lot of these issues that have been raised.' 

Mr. RossIDES. Mr. Smith-we are not here on behalf' of Greece. 
We are here on behalf of the United States, and what is best for 
the United States. We could care less in many ways what happens 
to Greece-if what Greece does is not in our interests. 

We would be strongly opposed to the failure to conclude a de
fense agreement with the United States. The only test is what is 
best for the United States. That is the only test involved. 

I only wanted to say when we analyze this, and you will see in 
our testimony, in our statements, strictly, is this amount of' aid in 
the best interests of the United States, and should the money be 
going for a school lunch program or tuition assistance for kids or 
for housing. 

$330 million in direct grants to Turkey? It is just ludicrous in 
this day and age. 

Mr. SMITH. I understand how you feel. But there may be some 
compelling reasons that somebody who feels the same way you do 
but on the other side of the coin might have wished to have been 
here. I was just curious if anyone indicated. 

SSe app. 17. 
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I think at the full committee we might want to hear-it would bebetter to make a decision on an informed basis. 
Thank you, Mr. Chairman.
Mr. HAMILTON. I might say to the gentleman that we do permitthose who want to testify to do so. Obviously, we have to close off

the period so that members of the committee can be notified of thewitnesses that are to appear. And those who are tardy in getting
their requests in we are not able to accommodate. All of these porsons before us today requested to appear. And we have accommo
dated all of them. 

Mr. Dyrnally?
Mr. DYMALLY. Perhaps, Mr. Chairman, it is a case, in the case ofTurkey, when you are ahead, quit. And Turkey has the administra

tion on its side, so they don't need any witnesses.
Mr. Henze, you made some reference to the Russians, and I sus

pect it as a critical reference to Russian incursions in other partsof that territory, making it insecure. And I suspect also you are op
posed to the Russians' presence in Afghanistan.

Would you care to make a comment about Turkish presence in 
Cyprus?

Mr. HENZE. I don't think there is any analogy whatever. Turkey
entered Cyprus as party to an international agreement. What happened in Cyprus in 1974 was that the colonels' regime in Greece,which we all agree was a highly undesirable regime, tried to killArchbishop Makarios. the commotionIn that ensued, Cyprus de
generated into chaos and the Turks, according to treaty rights
firmly established and recognized, moved in.

I don't think Cyprus is an issue that the United States shouldtake primary responsibility for. It never did. The United States wasnot a party to the treaties which set up independent Cyprus in1959 and 1960. Great Britain, Greece, and Turkey were parties.
And the main responsibility rested then and rests still on Great
 
Britain, Greece, and Turkey.


Great Britain continues to hold sovereign base areas in Cyprus.

Greece 
 and Turkey are the two parties most immediately concerned. This is not the U.S. primary concern. It is obviously amatter of humanitarian concern to us. It would take a wild stretch
of the imagination to equate conditions in Cyprus today with condi
tions in Afghanistan.

Mr. DYMALLY. The fact of the matter is the Russians claimed
they were invited to Afghanistan also.

Mr. HENZE. We all have adequate information to be able to judge
that claim quite objectively.

Mr. DYMALLY. I don't think one becan half pregnant on the
question of invasion either.

Mr. HENZE. The Turkish move into Cyprus was not an invasion.It was a move which Turkey was entitled to make and required tomake under the treaties which established the independent Repub
lic of Cyprus in 1959 and 1960.

Mr. DYMALLY. That is what the Russians are saying in Afghani
stan. 

Mr. HENZE. I see no parallel whatsoever between the Russian appearance in Afghanistan and their behavior in Afghanistan and
the situation in Cyprus. 
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Mr. DYMALLY. When we start talking about behavior-the behav
ior of the Turks in Cyprus is a very deplorable one in my judg
ment. 

Mr. HENZE. I know of no evidence that the behavior of the Turks 
in Cyprus in recent years has involved anything deplorable whatso
ever. And I don't believe you would be able to obtain any informa
tion from the Department of State that would bear that out. 

Mr. DYMALLY. I am afraid time does not permit us to continue 
this very interesting dialog. 

Mr. RossIDES. Mr. Dymally, again, Mr. Henze made a statement 
which is a flatly false statement. Mr. Henze is a former National 
Security Council staff member. And he makes a statement here 
that Turkey entered Cyprus as part of an international agreement, 
had a right to do so, and then said "required". Nothing could be 
more false. The treaty of guarantee which says that Greece, 
Turkey, and Great Britain had a right of intervention under cer
tain circumstances, the only condition for entering was to return 
the island to the status quo ante, namely the Government of 
Cyprus as it was then constituted. They could have invaded and 
left, put Archbishop Makarios back and left. They are completely 
in violation of a basic international agreement. 

Aside from the fact there is a great deal of question as to wheth
er the treaty of guarantee gave any right of armed intervention 
and one of our former State Department counselors in a book 
wrote that he did not feel they even had the right to use force, the 
other point is they violated our laws in using our weapons for their 
invasion of Cyprus. But again, you have a former National Security 
Council staff member come up here and tell this committee they 
had the right to go in and bomb civilians and bring in the tanks, 
U.S. weapons, roll over the people, with several thousand killed, 
and then say there is no analogy. 

Mr. HENZE. Mr. Chairman, I object to coming before your com
mittee to testify in all honesty and be accused of being a liar. 

onMr. KoUCHALAKOS. I have to put in a couple of cents worth 
this particular thing. 

I believe that the presence of' Turkish occupation troops, as I 
stated, 40,000, in Cyprus, it gave the Turkish Government a direct 
hand in deciding the fate of the Cypriot people. They are there, 
and they have the guns, and they are American guns. 

As Mr. Rossides said: 'They invaded, they could have left, they 
are still there." Therefore, we have this particular problem. Turk
ish forces are there and they don't have to be there. We pay for 
them, as I read in my statement previously. 

The U.S. Government pays for those troops w'thout question. 
Anyone that can say it doesn't, I would like to hear it. 

Mr. DYMALLY. Thank you, Mr. Chairman. 
Mr. HAMILTON. Any further questions by members of the panel? 
Mr. HENZE. I would like to repeat what I said. I deeply resent 

coming before this committee and testifying in all hr. iesty in de
fense of basic American interests and being called a iar by other 
witnesses. I have not stooped to that level myself and don't intend 
to. 

I would say that the iriormation you have been provided by the 
other witnesses has been biased in a great many respects. You 
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have access very readily to far better information. I am not going,
unless you wish to ask me further questions, to go into greater 
detail and burden the committee and take up the committee's time, 
because you are well aware of all of the places where you can get
the accurate facts. 

The facts as to what happened in Cyprus in 1974 are on the 
record, and the legalities are clear. 

Mr. HAMILTON. Thank you, Mr. Henze. 
Thank you, members of the panel. 
Any further comments or questions by members of the subcom

mittee? 
If not, the subcommittee stands adjourned.
[Whereupon, at 4:35 p.m., the subcommittee adjourned.] 
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Greece, Turkey, Cyprus, Spain, and Portugal
 

WEDNESDAY, MARCH 16, 1983 

HoUSE OF REPRESENTATIVES, 
COM-T'rTEE ON FOREIGN AFFAIRS, 

SUBCOMMITTEE ON EUROPE AND THE MIDDLE EAST, 
Washington, D.C. 

The subcommittee met at 10 a.m., in room 2255, Rayburn HouseOffice Building, Hon. Lee H. Hamilton (chairman of the subcom
mittee), presiding.

Mr. HAMILTON. The meeting of the subcommittee will come to
order. 

Today, the Subcommittee on Europe and the Middle East meetsto examine the fiscal year 1984 fbreign assistance requests forTurkey, Greece, Cyprus, Spain and Portugal. Today's hearing willconclude the subcommittee's hearings on the fiscal year 1984 foreign assistance requests and it is the Chair's intention to mark upthe subcommittee's recommendations next week.
The requests for fiscal year 1984 are as follows:For Turkey-$525 million in Foreign Military Sales financingand $230 million in grant military assistance for a total of $755million in military assistance for fiscal year 1984, a sizable increasefrom the $400 million in grant and loan military aid providedthe continuing resolution authority passed by Congress last year;

in 

$175 million in economic support fund-ESF; and $4 million in theinternational military education and training program-IMET;
For Greece-$280 million in FMS financing, the same level aswas provided in fiscal year 1982 and fiscal year 1983; and $1.7 mil

lion in IMET;
For Cyprus-$:3 million ;n the economic support fund. This request is substantially below the $15 million provided by Congress

the last several years;
For Spain-$400 million in FMS financing; $12 million in theeconomic support fund; and $3 million for the IMET program; andFor Portugal-S45 million in FMS financing; $60 million in grantmilitary assistance; $40 million in the economic support fund; and

$3 million for the IMET program.
We are happy to have with us today Hon. Richard R. Burt, Assistant Secretary of State for European Affairs-I understand Hon.Richard Perle, Assistant Secretary of Defense Lor International Security Policy, will be with us shortly, although I don't see him at 
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the moment-and Mr. Russell Misheloff, Director for European Af
fairs and Special Programs, Agency for International Development. 

Secretary Burt, you have a prepared statement which will be en
tered into the record in full. You may proceed to summarize that 
statement. 

STATEMENT OF lION. RICHARD R. BURT, ASSISTANT SECRZETARY, 

BUREAU OF EUROPEAN AFFAIRS, DEPARTMENT OF STATE 

Mr. BURT. Thank you very much, Mr. Chairman. 
You are corrrect, I do have a prepared statement which I will 

submit for the record. 
I am pleased to be here thiF morning to make just a few brief 

remarks, an overview of what my prepared statement says. 
As you know, the Reagan administration looks at security assist

ance and our broader foreign assistance effort as a integral part of 
our foreign and defense policy planning. In particular, in looking at 
the European region we believe that security assistance is really 
vital to the continuation of the NATO alliance. 

In many respects in Europe our security assistance is magnifi
cently cost effective. One example is in the case of' Turkey where 
we have estimated it would cost us S60,000 to equip and maintain 
one U.S. soldier in Turkey whereas it costs the Turks only $9,000 to 
do the same job. 

Now, our assistance program for Europe principally focuses on 
four nations, Spain, Portugal, Greece and Turkey. Let me just run 
down our status in each of these four. 

For Spain, as you said, Mr. Chairman, we are requesting $400 
million FMS, $12 million ESF; and S:3 million for IMET. Spain has 
been an important strategic partner of the U.S. since 1953. Of 
course it entered the NATO alliance last May. They have had elec
tions and it is clear that democracy is firmly in place in Madrid. 

We have signed a new bilateral base agreement with the previ
ous government last July and the new socialist Spanish Govern
ment has told us that they expect to seek the ratification of this 
agreement next month or May. 

So, we are very pleased with the solid and continuing firm secu
rity and foreign policy relationship we have in Madrid. 

Portugal, a country that has been a close and reliable and strate
gically important ally, too, is continuing to consolidate its youig 
democracy. In the Portuguese case we are asking for .745 million in 
FMS: .$9;0 million, MAtP -rants: S-10 million in tS": and - million 
IMET. The Portuguese economy remains troubled. It does need our 
help to carry out its military modernization goal. 

For Greece we are requesting $280 million in FMS and $1.7 in 
IMET. We think this will provide the equipment and support that 
Greece needs to fulfill its responsibilities in defense of the southern 
flank and we vie" the assistance as an integral part of a broader 
U.S.-Greek security relationship which includes important U.S. 
facilities. 

As you know, we are currently in the midst of a negotiation with 
the Greek Government on our military access in Greece and the 
status of our bases there. The President has decided that the ad
ministration would be prepared to request from the Congress addi
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tional aid beyond the figures that I mentioned earlier in the context of an acceptable base agreement.
Finally, in the case of Turkey we are requesting $525 million inFMS, $230 million in MAP grants, $175 million in ESF and $4 million for IMET. We think that it is true that Turkey anchorsNATO's southern flank, but it does more than that. It stands at avital strategic crossroads between the Eastern Mediterranean andthe Middle East and Persian Gulf. It provides us with access to important military faci!ities and it has a potentially significant roleto play in promoting both stability and western security interestsin the Middle East and Southwest Asia. It maintains the largestarmed forces in NATO and it defends land and sea borders againstBulgaria and the Soviet Union as well as common borders withIran, Iraq and Syria.


As I know my colleague, Richard Perle, will want 
 to go intogreater detail, it is clear to the Reagan administration that Turkey's need for defense modernization is urgent and cannot be accomplished without substantial American assistance.We think that a strong Turkey is very much in the interest ofthe United States and that the program that we are outlining willnot disturb fundamental balances in the region. We support astrong and secure Greece and we support a strong and secureTurkey and our request is designed to achieve these ends.We want both countries to play valuable constructive and positive roles within NATO and we want strong bilateral relationships
with both countries.

Mr. Chairman, there are other programs, smaller programs, thatwe are requesting within the European area. I will only mentionone of those and that is Cyprus where we are requesting $3 millionESF grants. Our assistance since 1974 has totaled $140 million. Theeconomy on Cyprus has made a remarkable recovery since 1974.We hope to continue to aid and help that country in any way we 
can.

We think that security assistance in the European area has beenan extremely cost effective way of maintaining the cohesion of thealliance and furthering U.S. interests and in that sense security assistance is one of the principal areas of our support for the continuing vitality of the NATO alliance.
Thank you. I will be happy to answer any questions you may

have. 
[Mr. Burt's prepared statement follows:] 
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PREPARED STATEMENT OF HON. RICHARD R. BURT, Assi5mANT SECRETARY OF STATE FOR 

': ',; -4 ' " " ,': EUROPEAN AFFAIRS
: q : , ' ' " 

i appreciate the"opportunity to appear before this
 
the
Committee in support Of the European portions of 


security assistance in fiscal
administration's proposals for 

year 1984.
 

As Secretary Shultz'emphasized to the Senate.Foreign
 
iRelations Committee on February 15, 1983, the general program
 

of security ass'is tahce and economic assistance is of great
 
He also emphasized
importance to us in our foreign policy. 


before the House Foreign Affairs Committee on February 16, in
 
an
support of our foreign assistance programs, that NATO is 


the United States as well
alliance that serves the interest of 

as of our Allies. I have participated in the developmentof
 
the integrated foreign assistance program to meet our national
 

economic and security objectives, as well as those of our close
 

allies who share these objectives. I want to emphasize that
 

security assistance is an essential part of both our foreign
 

policy and defense planning, and I would now like to describe
 

our major programs in support of the NATO allies requiring
 
Cyprus:
assistance, as well as a program for 


SPAIN
 

Spain has been an important strategic partner since 1953.
 
Now, with its entry into NATO last M~y and its democracy firmly
 
in place following elections and a peaceful change of
 

government last fall, Spain has become an important democratic
 
security cooperation has thus
ally as well. The basis for our 


broadened, modernization of Spanish military forces to NATO
 

standards has gained new importance, and our security
 
assistance relationship has become more vital than ever.
 

:n this context, the United States and Spain signed a
 
.successor agreement to the 1976 Treaty of Friendship and
 

The new Spanish governzent, after
Cooeration or. July 2, 1982. 

negotiating a supplementary protocol which clarifies the
 
relationship between the agreement and NATO, has proceeded with
 

the ratification process, which is expected to be completed in
 
It has, however, "frozen' further
late April or early May. 


military integration into NATO pending an overall review of its
 

security policy. The new agreement provides for US "best
 
efforts' in security assistance and ensures continued US use of
 

important Spanish military facilities.
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US security assistance is thus an integral part of this
 
important security relationship. It is vital to the
 
credibility of our "best efforts" pledge and 
to our reliability
 
as an ally, and it is vital to Spanish efforts to 
bring their
 
forces to NATO standards. And, apart from securing US direct
 
military benefits in Spain, US security ispistance will serve
 
broader security interests, encourage Spain to 
sec the greater

benefits of cooperation in a NATO context, and signal our
 
continuing support for Spain's 
still young democracy.
 

The proposed FY 1983 security assistance program for Spain

consists of $400 
million of foreign military sales financing

(FIMS), $3 million of international military education and
 
training (7MET), and $12 
million of Economic Support Fund (ESF)

assistance. The FMS financing request will help Snain 
to
 
purchase advanced fighter aircraft, an air defense missile
 
system, helicopters, harpoon missiles, torpedo improvement
kits, and ground support weapons (LTV's and tanks).
 

-he FY 1984 N.7ETwill Ct port armed forces oodernization by

increasing the overall profe jionalism of the Spanish armed

forces. 
 t will also provide specific training c urse (pilot

traininc, missile systems, maintenance, logistics,

am7inistration) to help ensure the 
most efficient us of
 
_.IS-sup.plied resources. 
The FY 1984 ESP recuest wilh fund the
 
educational, cultural, 
and scientific orograms admini.stered by

the Department of State and 
the US Information Agency. These
 
programs enhance the non-military aspects of our relationship

with Spain and are important in developing a broad range of
 
ties appropriate 
for two friends and allies.
 

PORTUGAL
 

Portucal is a 
close, reliable, and strategically important
ally. It has consistently stood by us, taking a forthright

stand on such international issues as 
Poland and Afghanistan,
 
.r inzterested and helpfu1 stance on problems 'n the ':iddle
 
1,st, and it ;z a valued interlocutor regarding developments inZ-.-
. A-rie 
 the facilities i maes
Lof cac.rit cr 
 c.:a
 

Cl Cre n h cri ica C r.z-sa ly. and f--m .: _.i::ccTent,
and conigncies in other parts of the world. 

arere cu-enly engaged in naotiations reoarding that
 
:eationship. *hi4e the negotiations 
are in abeyance at the 

c rnt pendinc the elections of a new government in Portugal,
are confident 
that it will be possible to arrive at a new
 
-. ly :-attcfacto.- acreement in the :curse -f this year.
 

. ar.. .it our cr:n interests to do so. 'or cnl. are 
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the facilitiestoJhich we have access vital, but our security
 
coope'ation relationship is closely tied to the process through
 
which Portugal seeks to expand its own direct and active
 
contribution to Western defense efforts.
 

Portugal is a charter member of NATO, and takes seriously
 
its Alliance responsibilities. It wants to play a more active
 
role in NATO, and'we welcome this desire. At the same time,
 
the Portuguese economy has been very hard-hit by the
 
international recession, and Portugal needs help from its
 
friends if it is to be able to carry out the military
 
mode:dization required for it to meet NATO force goals and
 
expand Its own participation and contribution to the common
 
defense.
 

it is clearly in our own interests to encourage this
 
effort, and we and other NATO partners are engaged in a
 
concerted effort to do so.
 

The multilateral program, to which our own security
 
assistance is partially directly, focuses on the construction
 
of three new ASW frigates, Which would enable Portvgal to
 
easume an important role in ASW protection of the antral
 
Aclantic. Other anticipated purposes of our assistance include
 
a second squadron of A-7 aircraft, a few more C-130's for
 
support of a lNATO-dedicated airlift brigade, and P-3 aircraft
 
to contribute to ASW effort. Military training is a further
 
and integral part of the effort to enable Portugal to
 
contribute more actively and effectively to-the defense of the
 
I-lest.
 

Economic support funds are also important. Portugal is the
 
poorest country in Western Europe, and the Azores Islands,
 
-here most of these funds would go, have a per-capita income
 
one-third that of the country as a whole. These funds are an
 
important expression of our support for Portuguese democracy 
and of our friendship for the Portuguese people. The remaining 
portion of these funds would be aimed at creating a 
:.uso-American Foundation to coordinate private efforts at 

- economic and technical cooperation following the elimination of 
A:D in Portugal.
 

ADMINISTRATION 'S EASTEW MEDITERRANEAN: POLICY 
GREECE, TURKEY, CYPRUS
 

Let me now turn to the Administration's security assistance
 
proposals for Greece, Turkey and Cyprus for Fiscal Year 1984
 
and to discuss US relations with the countries of the Eastern
 
!:editerranean. 
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Several political entities of key importance to U.S.

interest come together in 
t : Eastern W:editerranean--Western
 
Europe, the Balkans, the Soviet Union and the m4iddle
 
East!Southwest Asia. 
 The area continues to be of great

strategic significance. For example, Greece and Turkev face
 
the Warsaw Pact in the Bl:kans and Black Sea Straits area, and
Turkey has an importart role in the Caucasus wher 
 4t abuts
 
directly potential Soviet lines of advance to the Gulf. A
 
strong and effective NATO southern flank is thus essential to
 
protect our interests an those of our 
allies in this tart of
the world. Unfortunately, the effectiveness of this flank 
has

been weakened in recent years to the point where it is a matter

cf grave concern to our allies and to 
the United States.
 

Several fun-amental aims guide U.S. 
policy in this recicn.
it is ersential that we strengthen -ur bilateral relationE with
 
two firm and lonc-standinc friends and allies--Greece and
TurkeV. Furthermore, it is vital to strengthen NA70's southern
flank, thus advancing Western se, irity interests in the EasternY'editerranean and beyond. At the .:ame time, the President and
a'I of us in the Administration re, ,n fully ccmnitted tc helm
in the search for a solution in Cyprus that wi1 -nable the two 
Cypriot communities _o live peacefully together as one 
country. 7 Want to emphasize that each of these coals is 
i-portant and full effort and attention must be aid to them ifwe are to succeed. 
 What wan., to do today i- - outline the

Administration's program for assistance which believe will

help meet cur goals and contribute to resolvi:.. some of the

outstanding problems in this critical 
region.
 

Security assistance for Greece demonstrates continuinc
 
Alerican smpport for a traditional close friend. :t is an

ingra part cf o.-c 'nt ta a srong, cut"l 

eneic i eaAs 
 the Congress is aware,
we are current!% negotiating w': the Greek covernmint a new 
Defense and Econo-.c Cocoeration Avreement to codernize
define cur Ecry reationshic with Greece, inclui 

and
 
he
 

a-.; s of the .S. fc!ties there. view of tee -cin
 
ic- s we be'eve"- wou d not be prudent 
 to rro-ose an:nzraa=Se in _heve: zf as-sistance un:-til o:r Zveral ecuit
 

:it -4ee-- e- ourn Howeewehv
[ela~icnh raec------ e-:nec. we -. 

ineor edre e gc.'ern.--nt that, _n ze ccntext cf
agreement, the U.S. will seek 
incre sed levels of defense
 
surppcr acove - e leve- currently mrocosed.
 

U.S. aF 
istance is also intended to assist recipients to
 carry out . A7C defense missions. Greece in recent years nas
 mace sustantial procress in modernizing i iia ecuiment,
 
s.ing scnificant .S assistance as well as i"- cn
 

resources. However, Furt!er U.S. assistance :s 
needed to
 
oie.[.e [o nte tat Greece's-mor-ance is
process. 

-n icn s crczosa, w-t ez : ne 
i-C:n:terv rgs p atn, aside fret nyrie -cur
~yzocicrequ'est-ed in -he cc.-,te-.,.: c.- te cu-rren-t 

ngC0tE tiCn2S . 
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Cur assistance program for Turkey has changed
 
from the high level
significantly. Eco:.-c assistance drops 


of recent years, reflecting continued strong recovery of the
 

Tur,.ish economy. Military assistance, on the other hand,
 

increases substantially, reflecting 
our strong conviction that
 

prcmpt measures to modernize the Turkish armed forces can be
 

delayed no longer. In addition to its borders .ith the USSR
 

Iran, Iraq and Syria, the first two
and Bulgaria, Turkey faces 


of which remain engaged in a shooting war while the third
 

remains closely tied to the USSR. The age of their major
 
equipment lines make it difficult for the Turkish armed forces
 

to fulfill NATO responsibilities, much less adequately defend
 

their other 
borders and make a contribution to stability and
 

security in that region.
 

Turkey's military government has been in power two and one
 

half years and has rtstored law and order, curbed political
 

violence, bolstered public confidence and continued an
 
While the effort
impressive economic recovery program. to
 

eliminate the terrorism which wracked Turkey before September
 

1980 inevitably produced limitations on political freedoms and
 

we think the military government
some abuses of human ghts, 


by and large has observed the rule of law. Equally important,
 

it has adhered to its timetable for returning power 
to civilian
 

authority, a process which will culminate this fall with
 

elections and installation of a representative
parliamentary 

democratic government established under the recently approved
 

Constitution which was overwhelmingly endorsed by more than 90
 

percent of Turkey's voters. •
 

The significant reduction in economic support funds
 

testifies to the substantial progress Turkey has made under its
 

stringent economic stabilization program. While Turkey still
 

long term economic problems, its st:ong performance over
 races 

past 
two years should enable it to begin to return to
 

private capital markets, thus reducing dependence on the need
 

for balance-of-payments support from other governments.
 

Concerning Cyprus, this Administration has from its very
 

.rst days placed a high priority on the achievement of a just
 

-ettlement. We are committed to that goal. for as long as
 

C*'-: is divided and its 
status uncertain, it constitutes a
 

and it also remains a serious barrier to
 

good relations tetween Greece and Turkey. 

humanitarian issue 


In support of our
 

acnieving a Cyprus settlement, the Adiinistr.-tion
commitment to 

to encourage realistic and
has mrde extensive efforts 


meaningful negotiations between the parties which are being
 

conducted under 
the auspices of the UN Secretary General. The
 

Secretary of State has appointed 
a Special Cyprus Coordinator
 

who is responsible for orchestrating our activities with the
 

parties in support of the TUN talks. Unfortunately, despite
 

these efforts, the talks Lave so far produced no dramatic
 
been progress in narro:ing
breakthrough. .However,, there has 


-he differences and we are hopeful that 
further gains can be
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-.ade in the months ahead.
 

For Greece, we wou]d continue the level of FINS funds at
 
:act year's level--that is, $280 million--for the purchase of
e'zuipment, spare parts and ammunition; 
and also propose $1.7

mI..-!lio! in international military education training (INET) to
ioprove managerial and technical expertise. Agiir. it is

i7,portant to note 
that in the context of a new base agreement

we are prepared tc 
return to the Congress to ask for additional
 
assistance for Greece.
 

For Turkey, our request is 'or $755 million in military

assistance ($30 million in MAP and $525 
million in FMS

guarantees), $175 million in economic supcrt funds and $4
.illion in international mlitary education training. 
 Turkey's

arred forces are 
the second largest in 'ACe and consume over 17
 
percent of the government budget. But because Turkey doer not
enjoy the wealth and industrial capability of mos other NATO
 
cuntries, we and other allies must help fill the gap. Some of
Cur assistance will 
continue to provide raintenance and support

of ecuipment for 
which spare parts are no longer in the US

.lit ary :nventory, and to replace that equipment with 
newer
 

rt
still outdated equipment. Some will De used for
 
zrocurement of 
new equiment for naval muJernization and for a

:irst tranche of modern fighter aircraft for future delivery.
~;;ile our request falls short of m 2tinc al! of Turkey's urgent

military equipment needs, it w411 begin the 
task of helping

Turkey meet NATO commitmerts contributing directly to 
our own
 
defense.
 

For Cyprus, we propose $3 million 
in ESF grant authority to
be applied to the existing university scholarship program. The

7Cgrar is presently fully funded to 
bric 150 Cypriots from

bo-h communities to the 
US fcr their studies. There are nc
un-versities in Cyprus and 
our program, t:.erefore, provides an

c:portunity, and often an alternative to study in 
the Eastern
 
.oc, for young Cypriots.
 

The provision of secar~ty assistance to Greece and Turkey-s con istent with our policy of encourauinC these tot)ito:ind ae-acef.:. 
 resolution of their d'fferences, 
.i US ruu'pcrr for effort: to solve the C%:.rus problem.
 

18-551 0-83-25 
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Mr. HAMILTON. Thank you very much, Mr. Secretary. 
We now have Mr. Perle, Assistant Secretary for International Se

curity Policy, Department of Defense. 
You have a statement which will be entered into the record. 
Do you care to make a statement at this point to the committee? 

STATEMENT OF HON. RICH.'RD N. PERLE, ASSISTANT SECRE-
TARY FOR INTERNATIONAL SECURITY POLICY, DEPARTMENT 
OF DEFENSE 
Mr. PERLE. Yes, Mr. Chairman, if I might briefly make one or 

two points that I did not develop in my prepared statement tLat 
need emphasis. 

The countries for whom we are requesting congressional support 
this morning are all NATO allies that occupy the critical southern 
flank of NATO. The flank that by virtue of the relativr lack of so
phisticated equipment is perhaps our most vulnerable hank. 

It is also a flank that because of its location has an important 
bearing on the effectiveness with which we can protect our mari
time forces in wartime, bearing, as these countries do, on the bal
ance in the Mediterranean which has been shifting increasingly ad
versely to the NATO alliance as the Soviet Navy has expanded. 

So we regard each uf these allies as an important partner in the 
defense of the United States as well as the alliance as a whole and 
they each have significant needs for assistance. 

The assistance that we have proposed to you is, I am sorry to 
say, not adequate to the task which is far larger than our ability to 
support the requirements in these four countries, but it would 
make a significant contribution together with the countries them
selves who in turn are making a contribution, sometimes at very 
considrable sacrifice in terms of their relatively less affluent econo
mies. 

We also enjoy close security cooperation with each of the part
ners. We share facilities with many of them. We expect that in the 
event of a war in Europe we will fight alongside of them and we 
believe the security assistance that is vital for them in effect 
strengthens the United States. 

I should point out that most of the money that we are talking 
about here takes the form of loans that are repayable. The funds 
are expended for the purchase of U.S. equipment and therefore jobs 
in this country are produced as a result of this defense investment. 

That is never a sufficient reason for expending funds on the pur
chase of weapons, Mr. Chairman, but it eases the pain somewhat 
that we will put Americans back to work by helping to provide this 
vital equipment to our allies. 

I can sa-..one concluding word about the Turkish request and I 
single Turkey out because we have asked for a significant increase 
this year compared to last year. 

I have had occasion to visit Turkey three times now since I have 
been in the Department of Defense. I have been in the field with 
Turkish forces, I have visited the Turkish facilities all over that 
critical country. I can tell you that the requirement for assistance 
in order to modernize Turkish forces is widespread. One sees t ev
erywhere in Turkey. 
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It affects all elements of Turkish military power, land, sea, and
air. Turkey is facing, to put it simply, block obsolescence in the
equipment for their military establishment and therefore the 
second largest force in our military alliance is lacking.

The situation has reached a critical point and withc it assistance 
on the scale that we have proposed, which is, as I said earlier, notsufficient, but it is a gauge, I am afraid that we see Turkey unable 
to meet its critical NATO missions. 

Among the most important of those NATO missions that is
worth singling out is closi.ig of the straits because in the event of 
failure to close the straits in wartime we will see the Soviet Black 
Sea Fleet enter the Mediterranean and engage U.S. naval forces. 

I have yet to talk to a naval commander who is experienced in
the Eastern Mediterranean who believes we could survive if we 
had to face the combined Soviet Fleet in that vital sea. 

Obviously Turkey has profound implications for the stability of 
Southwest Asia. I would like to be very clear abaut the relationship
that we in the Department of Defense see between Turkey as a val
uable NATO ally and the stability of Southwest Asia. If one looks 
at the map, it is clear that the existence of a vacuum in Eastern
Turkey, which is the present situaticn, Mr. Chairman, leaves the 
Soviets with a great deal of freedom to move their Transcaucus 
force which consists of 19 divisions and associated air power.

It leaves the Soviets free to move that Transcaucus force south
into Southwest Asia if they should choose to do so with virtually no 
prospect that they would be exposing a vulnerable flank. 

We would not like to see Soviet military commanders with the
confidence that that would give them. We would much rather that
they have reason to question the wisdom of moving those troops
south, the wisdom of exposing themselves on a vulnerable flank,
and therefore we believe that a significant deterrent effect is
achieved by the strengthening of Turkey in its own territory.

We do not envision Turkey as a way station for American forces 
enroute to Southwest Asia. It is quite sufficient for us that a strong
Turkey will have a profound deterrent effect on the Soviet leaders. 

Given the importance of Southwest Asia to the stability of the
world economy we think that strengthening Turkey is vital in this 
regard.

Mr. Chairman, that concludes the remarks that I would like in 
open session. 

I have brought with me some additional detail on the status of
Turkish forces and at an appropriate point, if it is agreeable to the 
subcommittee, I would be pleased to present some classified infor
mation. 

[Mr. Perle's prepared statement follows:] 
PREPARED STATEMENT OF HON. RICHARD ASSISTANTN. PERLE, SECRETARY OF DEFENSE 

(INTERNATIONAL SECURITY POLICY) 

Mr. Chairman: I have the honor to come before the ;i;committee today to discusssecurity assistance for our southern flank NATO Allies-Spain (NATO's newest 
member), Portugal, Greece, and Turkey. These allies have important strategic mis-
sions to perform, but these countries cannot be themselves finance the fulfillment of
these roles. These allies therefore need U.S. assistance to supplement their own con
tributions to Western security. This assistance is among the most prudent and most 

http:closi.ig
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efficient forms of national defense expenditures. It contributes substantially to our 
own national security interests and to world peace. 

Perhaps because this assistance is sometimes loosely labeled "foreign aid," imply
ing a giveaway, security assistance is seldom recognized for the invaluable strategic
investment it is. Most of the security assistance we provide is in the form of guaran
teed loans at market rates of interest. These loans finance purchases of U.S. goods
and services. Consequently, the cost of security assistance is much less than the bald 
numbers seem to indicate. 

The United States benefits greatly from our security assistance program. First, 
security assistance decreases the costs of certain programs and missions vital to our 
national defense-our allies are in many cases capable of performing specific mis
sions and implementing certain programs less expensively than we can. Second, we 
increase our defense flexibility-helping our friends and allies acquire the means to 
defend themselves makes possible the performance of certain important regional
tasks that would otherwise remain undone altogether. Third, there is the crucial 
strategic cooperation-regarding, for example, base or facility rights and intelli
gence sharing-for wv' 1h security assistance lays the groundwork.

Few other prograi,, provide us with as much return on our investment. What we 
are proposing is rainimal in light of the deficiencies that must be addressed. Cutting
needed security assistance programs is false economy. The punative savings are 
more than offset by the increased amount which would be needed for our own de
fense budget. 

I would now like to turn to the specific proposals for assisting our southern flank 
NATO allies. 

The administration is proposing $400 million in foreign military sales credis for 
Spain, the same amount authorized for Spain in fiscal year 1983. These credits will 
help our Spanih allies modernize their armed forces and are at- imporatant ele
ment in the ov,.rall U.S.-Spansh security relationship. Another element in that re
lationship ic the recently concluded U.S.-Spanish base rights agreement. This agree
ment is awaiting ratification by Spain's parliament. It was signed in July 1982. 
Spain became a NATO member in May 1982. The path is now open for Spain's inte
gration into the NATO command structure. This step would permit joint planning
in peacetime and close cooperation in time of war. 

The Reagan administration is working to erhance our security relationship with 
the Spanish Socialist Party government, which took power after national elections 
last October. When we negotiated for U.S. use of several valuable Spanish bases, our 
Government p!edged its best efforts to help Spain obtain the credits it needed to 
purchase U.S. military goods and services Through the present proposal, we aim to 
fulfill that pledge. 

Our fiscal year 1984 military assistance request for Portugal is $105 million. As 
the subcommittee members know, Portugal has stood by the U.S. in times of crisis 
with singular steadfastness. Portugal is an important NATO ally which shares our 
commitment to the defense of the West. It has mado r-ailable its strategically locat
ed airfield at Lajes in the Azores. Lajes is an especially valuable facility which can 
be used in a wide variety of -ontingencies. Negotiations to extend our ag-eement
began in December 1V82, but have been delayed by the resignation of the Portu
guese Government. We anticipate that negotiations will resume after the April 25 
electie-.s and culminate in a new agreement. The much-needed security assistance 
we provide Portugal demonstrates that the United States recognizes the value of the 
U.S.-Portuguese relationship. With the aid of other NATO allies, U.S. security as
sistance will help Portugal acquire a second A-7P squadron, construct three modern 
ASW frigates, and upgrade 41 tanks to the M48A5 configuration. This assistance 
will smooth the way toward a new U.S.-Portuguese base rights accord. It will help
enhance the ability of the U.S. and NATO forces to conduct many essential mis
sions, including rapid long-range airlift to Europe and beyond.

The administration's security assistance proposals also affect the delicate base ne
gotiations between the United States Government and the Papandreou government 
in Greece. The future of the U.S.-Greek security relationship hinges to a large 
extent on th- successful completion of these negotiations. Be assured that this ad

tministration enormously prizes our country's deeply rooted amity and ong history
of cooperation with Greece, and will continue to work constructively to make these 
negotiations a success. The benefits of US.-Greek security cooperation to both par
ties, to NATO and for stability in the Aegean are large and evidently impressive
enough in Athens as well as in Washington to give us reason to expect a new base 
agreement in the near future. In this regard, it is difficult to overstate the impor
tance of Jose collaboration between the Congress and the administration. 
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Though the administration is now requesting $280 million in military assistancefor Greece for fiscal year 1984, Greece's security requirements could justify an increase about this level. Though the Greek economy is strong, compared to other nations in the area, Grece lacks the resources to maintain its aging equipment in areasonble state of readiness while simultaneously modernizing its forces.
For reasons that are undoubtedly clear to the subcommittee, the administrationfinds it necessary to defer any such increase until the base negotiations are concluded. The bp.se negotiations and assistance levels are all part of the general U.S.-Greek security relationship. We all want this relationship to produce greatermutual benefits and it is therefore crucial that the elements of the relationship advance in proper sequence. Our friends in the Greek Government understand our position and, I believe, respect it, for it represents our best hope of rallying support inboth the American and Greek political arenas for a more harmonious and fruitful

U.S.-Greek relationship.
Lastly, I would like to discuss Turkey, which i3cloarly in great need of our help,and which has unique geostrategic importance. Turkey anchors the critical southeastern flank of NATO, and is charged with the critical mission of bottling up theSoviet Black Sea fleet, which otherwise could tip the military balance in the Mediterranean. Turkey also abuts potential lines of Soviet advance through northwestr..-- Iran toward the Persian Gulf. The Soviets have massive forces deployed in theTranscausus, posing a threat of intimidation or potenial nvvie:ion in the area,which Turkish forces are ill-equipped to deter or thwart.
It should be noted that the Warsav Pact forces facing Turkey have been steadilymodernized despite a deterioration in Turkish capability. This dangerous situation can be corrected with our help and that of other allies, such as the Germ'.. FederalRepublic which is doing a great deal, and we hope will do more in the future.Turkey has the largest standing military force of any NATO ally, but needs to modernize its forces to capitalize upon the human resources Turkey is dedicating to thealliance. Turkey desperately needs our help. I say help because some forget Turkey's outstanding record in bearing the burden of defense. Turkey has the highestreal increase in defense spending over the last ten years of any NATO nation (105

percent).
Turkey is making a valiant effort to keel) equipment operational. However,almost all major items are obsolete. This includes not only weapons systems such astanks, ships and aircraft but communications and support equipment as well. In the army almost all tanks are 90MM with limited effectiveness and gas-powered withshort range, only 1 percent of critical anti-tank weapons are modern, 89 percent ofshort-range air defense weapons are l9.10 vintage or earlier and 93 percent of FMradios are unsupportable. In the navy all destroyers are ex-U.S. World War II shipsand 75 percent of submarines are over *5 years old and at the end of their operational usefulness. In the air force 70 percent of fighter aircraft are pre-1970 vintage, and there is no modern ground air defense for bases. This obsolete equipmentnot only reduces combat effectivencss but also increases operations and mainte

nanLe costs. 
Our proposed program was devised with man-- considerations in mind, includingthe importance of' stability in the Aegean. It will accomplish several thinls whichare of direct benelit to the United States. We will assist Turkey in implementingagreed NATO force goals and thus enhance its ability to perform its NATO missions. A strengthened Turkey would be an increased deterrent to possible Sr. i.tex.

pansion into the Middle East and Southwest Asia. Improvements in Turkey's a;. icfense capability help protect the U.S. Sixth Fleet in the Eastern Mediterranejil.Lastly, the program will result in the purchase of a new fighter aircraft and other
equipment from the U.S.

I would like to be able to conclude by stating that, if Cngress approves our wholesecurity assistance proposal, all of the recipient countries will be albe to fulfill theirNATO tasks. Unfortunately, I cannot conclude that way because it is not so. Even ifall these proposals are approved, critical force deficiencies will still exist in NATO'ssouthern flank. We have proposed only what % v had reasonalbe hope of obtaining.
Our program is sinew and bone. We resp-ctfully urge that it not be cut. 

FMS INCREASE FOR TURKEY AND FROZEN LEVEL FOR GREECE 

Mr. HAMILTON. I will keep that request in mind, Mr. Secretary.
Under the rules of the committee we have to have a vote after a quorum is here. When a quorum is here we will suspend for a few 
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minutes to take a vote to go into executive session. We will do so 
after the close of public testimony. 

Thank you very much each of you for your statements. Let me 
begin with a few questions on the Greek-Turkish requests.

The first thing, of course, that strikes us which you both referred 
to is the very large increase for TIurkey over what was provided in 
1983, at the same time a static or frozen level for Greece. 

Now, in the past we have had a rough kind of 16-to-7 r itio. I un
derstand that you do not accept that, but at the same time we have 
had it in the past. When you combine the proposals before us from 
the administration for Turkey and Greece with the further fact of 
not achieving any progress in resolving the Cyprus problem, you
clearly have the possibility of some difficulties, I think you appreci
ate, here in the Congress. 

So, the question then is: Why are you freezing these programs 
for Greece? Why are you asking for such a huge increase for 
Turkey? Why is that in our national interest to do it that way? 
Why aren't these two NATO allies, both important to us, receiving 
equal treatment. Or at least the same kind of treatment that they
have had in the past. 

Mr. BURT. Mr. Chairman, you have asked several questions
there. I will try to answer a few and then Mr. Perle may want to 
embellish a little bit on the rationale for the increase for Turkey.

Let me begin by saying that you are correct, this is a unique 
year, if you want to put it that way, in terms of our handling of the 
Greek and Turkish requests. We recognize that inevitably there is 
a relationship between the two. 

It is unique mainly because we are in the process, as I stated in 
my opening remarks, of working out, hopefully working out a new 
security relationship with Greece. We are in the process of negoti
ating a new defense and economic cooperation agreement. 

Our negotiator, Reginald Bartholomew, is in fact in Athens now. 
He has been carrying on these negotiations now for almost five 
months. He is at an important phase in these negotiations. In put
ting together this year's security request we h: d, of course, to keep
that in mind. 

We wanted to put together our request in such a way as to maxi
mize the opportunities of sustaining a strnng United States-Greece 
security relationship. In other words, we didn't want to put togeth
er a request in such a way that it would undercut our" negotiator. 

As I said in my opening remarks, the President has decided that 
we will be prepared to come back to you, Mr. Chairman, and come 
back to the Congress with an additional request fbr Greece in the 
context of an acceptable base agreement. 

SLVEN TO TEN RATIO 

Now, you are correct, we do not accept the principle of the 7-to
10 ratio between Greece and Turkey. It might be worth saying a 
few words why we don't accept that principle. 

The idea of a regional balance between Greece and Turkey is a 
factor in our securit., assistance decision. We recognize it has to be 
taken into accounL the problem with 7-to-10 ratio is that that 
bears little relationship to the overall military balance. 
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For one thing, it only takes into account the security assistance
given by the United States to the two countries. The two countries are able to obtain hardware and military equipment elsewhere.
They have differing capacities to buy commercially.

It does not tell you very much about the disposition of' the twosides' forces and how they are deployed and their relative capabilities. So, a balance is a factor and it is an important factor in howwe think about our security assistance decision. The 7-to-10 ratio 
we think does not provide us a good guidepost for maintaining that 
balance. 

Having said that, I want t,underline that we do want a successful base negotiation agreement. We do value very highly our mili
tary and security relationship with Greece.

We do want to handle our security assistance request this year insuch a way that we maximize opportunities to obtain that agreement. This is why we have straightlined Greece fbr the time being,recognizing that our request for Greece could change pending the
results of a successful agreement. 

UNITED STATES-PORTUGUESE BASE NEGOTIATIONS AND INCREASE FOR 
PORTUGAL 

Mr.HAMILTON. One of the things that strikes you when you lookat the request before us today is that although you have straightlined Greece because, as you suggest, of the base negotiations, andI think that is an understandable position, you nonetheless haveincreased Portugal with whom you also are engaged in base negoti
ations. 

How do you distinguish those two cases'?
Mr. BURT. I will be quite candid. None of these situations, of course, is the same. They are all uniquely different. As I wassaying, we are now in an important phase of our negotiations withGreece. Those negotiations have been underway for some time.
The Portuguese situation is not quite the same. We 
 have had some preliminary discussions with tile Portuguese. There havebeen some political changes in Lisbon and there will be elections soon. We do not expect to really be able to get to the negotiatingtable with Portugal until those elections are held. So, the two situa

tions are out of' synch.
Also, we over the 'ears have clone a fairly adequate job in responding to Greek security assistance requests. As I indicated

before, we are prepared to do ani adeLuate job this year in the con
text of' an agreement.
Ican't say the same thing for Portugal. Portugal I think over the 

years has not received sufficient attention.
The Congress is not to blam 'or that. I think the U.S. Govern

ment as a whole is to blame foIr nat. We are recognizing that problem and we zr'e recognizing the special prohlems of' the Portuguese 
econonv. 

I don't think it is often recognized :hat the per capita income of'Portugal is half' that of Spain. Given the fact that we want to helpconsolida e democracy in Portugal, and that Portugal is in a verystrategic location, especia'ly the bases in the Azores, we think thatthis increase in the Portaguese context to recognize their impor
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tance is the way of creating a proper kind of framework for the ini
tiation of a successful negotiation. 

We are in a very different process or point in the process in the 
case with Greece. 

TURKEY-GREECE AID LEVELS 

on theMr. HAMILTON. Mr. Perle, do you want to comment 
Turkey-Greece aid level? 

Mr. PERLE. Yes, Mr. Chairman, simply to say that the figure for 
Turkey is the product of some intensive scrutiny of Turkish re
quirements. 

Discussions with the Turkish defense establishments and our 
military and insistence on our part that the Turkish modernization 
program, which is a broadly based program, will be carried out 
with a level of efficiency that we don't always achieve in our own 
forces because the funds are so scarce. 

We are insisting that the Turks, whereve, possible, upgrade ex
isting equipment, purchase new equipment, and much of the funds 
would be used for that purpose. 

They would acquire hopefully some used aircraft as part of the 
modernization from the United States and perhaps elsewhere. It is 
a minimum figure. less than we believe Turkey needs and signifi
,mtly less than we would like to be able to make available, and 

given the realities of' the budget overall, we thought this was the 
best we could do. 

We wish we could do better. We think a close look needs to be 
taken at Greek requirements as well. 

Setting aside for the moment the special situation that applies in 
the midst of negotiations, the 7-to-10 ratio or indeed any other ratio 
does not begin to express what we think ought to be the determin
ing principle here which is the minimum levr, of assistance neces

to enable our allies to carry out their agreed NATO missions.sarv 
You can't derive that by reference to any arbitrary ratio. It is for 

that reason that we take exception to the concept of an arbitrary 
ratio. 

VOTE TO GO INTO CLOSED SESSION 

Mr. HAMILTON. I will ask tht witnesses to suspend here. We have 
had a request from the witnesses to g, nto ,xecutive session at the 
close of the public part of our meeting this norning. 

Under the committee rules, that requires a vote of the subcom
mittee members. So the Chair will entertain a motion. 

Mr. WINN. 'Mr 2hairman, I move the subcommittee go into ex
ecutive session as soon as the public hearing is completed. 

Mr. HAMILTON. The rules requ:re a rollcall vote. 
Mr. VAN DUSEN. Mr. Hamilton. 
Mr. HAMILTON. Aye. 
Mr. VAN DUSEN. Mr. Lantos. 
[No rc-sponse.] 
Mr. VAN DUSEN. Mr. Ireland. 
Mr. IRELAND. Aye. 
Mr. VAN DUSEN. Mr. Dymally. 
Mr. DYMALLY. Aye. 
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Mr. VAN DUSEN. Mr. Torricelli. 
[No response.] 
Mr. VAN DUSEN. Mr. Smith. 
[No response.] 
Mr. VAN DUSEN. Mr. Levine. 
[No response.] 
Mr. VAN DUSEN. Mr. Winn. 
Mr. WINN. Aye.
Mr. VAN DUSEN. Mr. Siljander. 
Mr. SIIJANDER. Aye. 
Mr. VAN DUSEN. Mr. Zschau. 
Mr. ZSCHAU. Aye.
Mr. VAN DUSEN. Mr. Chairman, on this vote there are six ayes

and no nays.
Mr. HAMILTON. The motion is carried. We will go into executive

session at the close of the public portion.
Mr. Ireland. 

UNITED STATES-GREEK BASE NEGOTIATIONS 

Mr. IRELAND. Thank you, Mr. Chairman.

Mr. Burt, will you flesh out some aspects of our negotiations with
the Greek Government, in particular, regarding how this posture of a little bit now and the promise of some later will bring about sat

isfactoi-y negotiations from our point of view?
I am particularly concerned as I learn more about the relation

ships that the current Greek Government has with the SovietUnion, scientific and other arrangements, and recent Soviet officials visiting Greece. I wonder whether this method is pushing thewhole situation in the right direction and I am wondering what our
view of the matter is. 

Mr. BURT. I am pleased to hear of your concerns. We too are con
cerned. 

Our principal objective in managing the.he negotiations is to sustain security relationships with Greece and to achieve a successfulagreement. These negotiations are always complex. They involvedifferent kinds of concerns, national concerns about sovereignty,questions about access and under ,%nat circumstances the UnitedStates can use military facilities, to what extent various arrange
ments are created for sharing and communicating with one an
other. 

In additon to that, though, they do involve a certain quid proquo, that we recognize-we don't lik to formalize it, but we recog
nize there is a relationship between our ability to achieve our requirement in terms of access to any given country and our decision
in terms of security assistance amounts.

One thing we are concerned about, and have been concernedabout, is the trend that over time, in order to sustain our access invarious countries, that we find ourselves paying more and moreamounts of money. That is a lung-term pro;>Iem and one that we
can't solve in any given negotiation.

What we are trying, to do here is to give our negotiator a maxi
mum opportunity to achieve an agreement. 
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Now, there are different ways, different options that we could 
have chosen for trying to achieve that agreement and looking at 
those different options, none of them looked very good. 

One thing we could have done is tell the Greeks they were going 
to get the same amount this year, we are going to request the same 
amount this year as last year and if we get an acceptable agree
ment, we will take that into account next year. We decided that 
that was not probably very attractive to the Greek Government. 

Alternatively we could have come in with a larger request for 
the Greek Government without achieving a base agreement, but 
that kind of approach would have meant that the Greek Govern
ment would have been able to accomplish its objectives in the nego
tiations without having to sign an agreement, and that certainly is 
not in our interest because we are concerned about not simply 
Greece, we are concerned about Soviet diplomatic, military, and 
economic activities in the whole sector of southern Europe and one 
way we deter that is to maintain a strong relationship and to reach 
a new agreement. 

What our negotiator believes and what our Ambassador in 
Athens believes is that the approach we are taking, that is, asking 
for the current figure and in the event of an acceptable agreement, 
one that the President is willing to support, coming back to you for 
an additional amount. That is the way that logically enhances our 
negotiator's position. 

These are very tough negotiations. There is a lot at stake politi
cally and economically for these countries. 

Our negotiations with Greece on two previous occasions, with 
fc-,mer governments in Greece, have failed. We were to reach an 
acceptable agreement. So we are following an approach that we 
think will givc us the best chance. 

I don't want to predict that we will. We may not get an agree
ment. But certainly 1 t)ink this is the best approach. 

GREEK-SOVIET RELATIONS 

Mr. IRELAND. Would you comment in a little bit more detail on 
any initiatives of the Soviet Union in Greece, such as scientific 
agreements, and your view of the vulnerability to us from such ini
tiatives? 

Mr. BURT. I probably would not want to say te, much in open 
se. -ion, nor would I want to suggest that we fear that Greece is 
especially susceptible to Soviet blandishments. 

Greece is an important ally and they are a member of NATO. At 
the same time the Soviet Union has paid, I think, the government 
in Athens, special attention. 

They have noted, for instance, that that governne-t has support
ed sonie Soviet disarmament proposals such as a Ba.kan nuclear
free zone. They did have a recent high level Soviet visit. This, I 
think, is pretty typical of the kind of Soviet peace offensive or prop
aganda offensive that they are waging throughout Europe. 

In fact, we recently had a visit of a senior Soviet foreign ministry 
official to Turkey. So they are covering all bets. It 'ust, in our view, 
underlines the importance of maintaining oui presence in these 
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countries, of working with them in every sphere including the secu
rity sphere. 

CYPRUS SOLUTION 

Mr. IRELAND. You mentioned earlier that the economy in Cypruswas improving. But it seems that the prospects for a solution to theproblem have not improved, particularly when the kind of meetings that previously had been going between the Turkish Govon 
ernment and the Greek Government have stopped.

Is that going to be a part of these negotiations? Are we going to 
get any help toward a solution there? 

Mr. BURT. I would certainly hope that we will get progress. TheCyprus :'rob].- is not a part of the United States-Greek negotia
tions. It indir-",lv, of course, is a factor. We are concerned about
the continuing situation on Cyprus. We are doing what we can to
bring about some resolution. 

There have been some impediments. You mentioned one of them.
The difficulty of getting a Greek-Turkish dialog going. I don't thinkit is helpful in public to sort of say who is at fault, but ;t is helpful
to say as a government official that we think that dialog is impor
tant and we would like to see it get underway.

Second, there is a process on Cyprus itself and it is a process thatis under the rubric of the United Nations. We think it is so important that we have a special Cyprus coordinator that the State Department has named and he keeps in very close touch, both withthe thinking of' the authorities at the United Nations that areworking on this problem as well as Greek and Turkish views and

the Greek and Turkish communities on Cyprus


There has been a recent election on Cvprus. We knew before that
election it would be difficult to get progress in the inter-communal

talks. Now that election has been held we hope the talks will begin

to make some progress.
 

Mr. IRELAND. Thank you.

Mr. HAMILTON. Mr. Winn.
 
Mr. WINN. Thank you, Mr. Chairman.
 

OTHER SOURCES OF MILITARY AID TO GREECE AND TURKEY 

What military aid does Turkey receive f'om other sources aidwhat military aid does Greece receive from other sources? 
'Ir.
PERI.E. Turkey has been receiving assistance, principally

nomic assistance, from the Federal 
eco-

Republic of Germany. Turkey
also has been receiving equipment that is no longer regarded asserviceable by some other NATO allies which they have been compelled, ' viz-tue of the state of their equipment, to press into serv
ice nevertheless. 

While most of the German assistance is civil, there has been 
some $52 million a year in military assistance from the Federal Re
public of Germany.a

Finally, the NATO infrastructure program under which facilities 
are built and maintained ends up or can end up- it varies from 
one yeai to another-in a net transfer to any recipient country. Inthe case of Turkey there is quite a lot of' pending activity under thE, 
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NATO infrastructure program, which, carried out, would represent 
a contribution from the alliance as a whole to Turkey. 

Greece is "n a much stronger economic situation with a per 
capita income thiee to four times that of Turkey. So they have not 
had quite the same pressing need for the kind of assistance that 
the Turkish have gratefully received. 

Aircraft that have been transferred to Turkey from other NATO 
allies would probably not be welcome in the Greek Air Force. 

Mr. WINN. Do you have any figures on the Greek military aid?
 
Mr. PERLE. I will be glad to supply that for the record.
 
[The information follows:]
 
Greece continues to receiv., security assistance from other sources 1,' com

plete data we have reflects 19r, deliveries totaling an estimated tr','r six 
nations. The following is a list of delivered equipment. 

China l,a 
France 

, 50light trucks .............................. 
14armoredinfantry fighting ,ehtcles ....... ..... ...... 
14 armored reconvehicles ........ ................ 

S o6Cor:nmecal sale 
2 0 
141 

Feceral ReuLc J 2destroyera48 M48 tanks, 40 airdefenseguns.900utility 17.5 Grant a:. 
Gerrrms, 

ltaiy 
Netrerlands 

trucks 
7 rehcoplers 
1 fo1te 

................................ 
.................................. 

40 
530 

Sale-commercial. 
Do 

U"ited Kii,'cr I nial trainer ...... .............. ........ 2.5 

............
Total ............ .. 2 2 1 7
 

DECREASE IN AID FOR TURKEY 

Mr. XVINN. The chairman talked about the 7-to-10 ratio in aid to 
Turkey and Greece and I know you don't accept that. It is not in 
writing, it is not a binding deal, but it has been the desire of Con
gress basically to have that ratio. 

Now if Congress were to cut aid for Turkey, would that put a 
ctiling on what the United States could offer Greece in the base 
negotiations? 

Mr. BuRl'. Congres.man, I think that is a useful question because 
we don't believe in the final analysis that we should make our pro
grams for one country dependent on the otb2r. A cut of the sort 
you are suggesting of the Turkish account ,.;ouii have that impact. 

It would make it, in my view, more difficult for us to carry on 
our negotiations in Athens because, as you suggest, Congress in the 
past has accepted basically a 7-to-10 relationship and if the Turkish 
figures were substantially cut, that would give us less flexibility in 

we Landled, and I would assume how the Congress handled, 
the Greek figures. 

I thnk that has to be taken into account as a factor that could 
not only influence 'he ultimate Greek amount, but it could compli
cate our efforts to achieve an acceptable agreement with Greece. 

Mr. PERLE. Mr. Winn, if I may say so, a cut in the Turkish pro
gram, which as I indicated earlier, is already below what we be
lieve is necessary, but that is, in the reality of the budget, would 
have a devastating effect on the Turkish ability to carry out its 
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NATO missions and therefore would represent a fundamental
worsening of our own security. We would be very much opposed tothat and we hope that you will find it possible to grant us the full 
request.

Mr. BURT. If I could just come back. In some ways if you add ourtwo remarks together, a substantial cut in the Turkish account
could jeopardize our security relationships not only with Turkey,
but with Greece as well. 

Mr. WINN. I am not suggesting we have a cut. I am suggesting
that that is a possibility with the difference in the two figures. 

AIRCRA-r REPLACEMENT FOR TURKEY 

Now, what proportion of the 1984 funding for Turkey would go tofighter aircraft replacement? Mr. Perle mentioned that.
Are we talking about F-16's, F-18's, or the new F-20?
Mr. Pnma,.. No decision has been r.,ade yet by the Turkish Gov

ernment. They are looking at all three of those aircraft as candidates. I think they are nearing a decision, but have not yet made 
one.

We have stressed in our discussions with the Turks the need ontheir part to develop a long-term modernization program that carefully balances the requirement for their air force, their ground
forces, and their naval forces.

Mr. WINN. What kind of aircraft do they have now?
Mr. Pr.; iu..:. The most modern of their aircraft at present are 

F--4's. 
Mr. WINN. F-4's. 
Mr. PERLE. F-4's of the type that we have been transferring nowto the Guard and Reserve. That is their most up-to-date aircraft.

Most of their aircraft are F-100's and F-104's. These are aircraft
that no other air force, if they had a choice about it, would accept.
They are aircraft built in the 19 50's. 

Often there are no spare parts available, so they have to be can
nibalized in order to keep others in the air.
 

COMPARISON OF GREEK AND TURKISH NAVIES 

Mr. WINN. How do the navies compare, the Greek and Turkish 
Navies? 

Mr. PEmE. If I may answer that question in the context of the
balance in the Aegean, we are persuaded in the studies that wehave done and ,;tudies done by the intelligence community whichall come to the same conclusion that there is a balance in theAegean. In many ways the Greek maritime forces have an advan
tage.

Mr. WINN. What I am trying to do, Mr. Chairman, is to figureout in my own mind if the military balance between Greece and
Turkey has changed since 1974. If so, how and why?

Mr. PERLE. On the whole we believe there is now a military balance. Let me say further that we do not 'iee the imminence of
armed conflict between Greece and Turkey.

Mr. WINN. Greece refers to it frequently.
Mr. PERLE. I think there are apprehensions in the region and theapprehensions are understandable. We like to think of ourselves as 
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objective observets of the situation and we have not observed the 
kinds of menacing activities that would justify fears of imminent 
military conflict. 

We don't expect that to happen. One reason we don't expect it to 
on the part ofhappen is that we see no desire for it to happen 

either of the parties. Beyond that there is now a reasonable mili
tary balance. 

If anything, the situation has moved somewhat to favor Greece 
in recent years and this is partly the result of the continuing obso
lescence of Turkish military equipment and that is a situation that 
simply gets worse every year. 

Mr. WINN. Thank you very much. 
Mr. HAMILTON. The subcommittee will stand in recess while we 

go to vote. On our return I will recognize Mr. Dymally. 
[Recess.] 
Mr. HAMILTON. The subcommittee will come to order. 
Mr. Dymally. 

CYPRUS SOLUTION 

Mr. DYMALLY. Thank you very much, Mr. Chairman. 
Mr. Burt, like you, I am concerned about the presence of Rus

sians in Afghanistan. 
How do we reconcile our increasing aid to Turkey without 

attendant pressure upon them to resolve the dilemma in Cyprus? 
Mr. BURT. I did not quite understand the reference to the Soviets 

in Afghanistan. 
Mr. DYMALLY. We are opposed to foreign troops in a foreign terri

tory. Is that correct? 
Mr. BuRT. I think that the easiest answer to that question is that 

that has been tried. We have tried to bring pressure of that sort. 
The U.S. Congress voted an arms embargo against Turkey which 

had the effect of badly setting back Turkey's own military capabili
ties and did not have the desired effect of bringing about greater 
flexibility on the part of Turkey on Cypru3. 

It had precisely the opposite effect. The arms embargo was not 
on for n few months, it was on fbr several years. ! think that the 
,ongress in its good judgment recognized that in 1978 when it took 

the decision to lift that embargo. 
is on those who will say that somehowThe burden of proof now 

another embargo or some other form of pressure will force Turkey 
to do something that it obviously does not want to do or wants to 
do in the context of a negotiated settlement. 

You and I could argue all day about the rights and wrongs of 
Cyprus and the problems of the Greek Cypriot community and 
problems of the Turkish Cypriot community and recall the Turkish 

coup attemptmilitary action on Cyprus took place after a Greek 
when there was a military dictatorship in power in Athens. 

But that is history. We want to do now two things. We want to 
protect U.S. security interests in the eastern Mediterranean and 
we want to bring about a peaceful resolution of the Cyprus prob
lem. 
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We believe the best way to do that is to work very closely withboth the Greeks and the Turks, and especially to support the inter
communal talks that are underway.

Holding up funding, threatening behavior by the United States
against its close allies does not usually work. It certainly has not
worked in the case of our relationship with Turkey. 

COST TO TURKEY OF MAINTAINING TROOPS ON CYPRUS 

Mr. DYMALLY. How much do you suppose it is costing the Turkish Government to maintain the troops on Cyprus who are supplied
with American weapons?

Mr. BURT. For the most part they are using American weapons. Ican't estimate the cost. I don't know how relevant that will be because I would presume those forces would be maintained regardless
of where they were.

There is a similar argument, people talk about cost of maintain
ing U.S. forces in Europe. It costs just as much to maintain those
U.S. forces in the United States. 

Mr. DYMALLY. And then the prohibition against the use of our 
weapons in unauthorized ventures? 

Mr. BURT. I am not personally going to take a position on thatbecause I haven't looked into the matter. I will simply say thatwhat we are doing here is going back to a very complicated situa
tion in the summer of 1974. 

I don't think it is the position of the Reagan administration topoint blame or to point a finger at one or the other parties. We recognize that we had to accept the reality of that situation and we 
are working for a solution. 

We are not trying to inflame it by saying people are right or 
wrong. 

ADMINISTRATION POSITION ON RESTORING 7-TO-10 RATIO 

Mr. DYMALLY. What do you think will be the administration's po
sition if the Congress restores the 7-to-10 ratio?

Mr. BURT. The Congress, of' course, can make these decisions. Ithink that our position would be that we want to get the request
that we have submitted for Turkey and we are prepared to look atthe possibility of additional amounts for Greece in the context of 
an acceptable base agreement. That outcome might look something
like a 7-to-10 ratio. 

Mr. DYMALLY. Probably the sweetener that the Greeks need nowis a 7-to-10 ratio. If restored to 7-to-10, it might move them a little 
faster in negotiations.

Mr. BURT. If you restored the 7-to-10, in my view, before we have 
an acceptable base agreement, you would do just the opposite, you
would not get a base agreement.

What incentives would exist to negotiate an agreement?
Mr. DYMALLY. That we took a very positive and constructive step

forward. 
Mr. BURT. We are in a political situation where the Prime Minis

ter of Greece has told his own population that these negotiations
involve the liquidation of the American military presence in 
Greece. 
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I think that this is a negotiation and we are not talking about 
carrots qnd sticks. You have been involved in negotiations, I have 
been involved in negotiations. Certainly it is the view of'our negoti
ator that he would lose his effectiveness if' we preemptively came 
forward with an additional amount for Greece and we did not view 
such a step in the context of an acceptable agreement. 

AEGEAN NEGOTIATIONS 

Mr. DYMALLY. Let me shift to the Aegean Sea. That is a source of' 
major controversy betweeen Greece and Turkey. There was a 
report in December that a meeting took place between the foreign 
ministers.
 

Mr. BURT. I do not think it did. We have indications of why that 
meeting did not take place, but perhaps if we are going to go into 
executive session following this meeting we could talk about that. 

Mr. DYMALLY. The other question has to do with the application 
of international law as it relates to airspace. That is another area 
of' controversy. The (Creekshave a unique interpretation of it. 

Has that been resolved at all? 
Mr. Buwr. I know that the two sides do differ and there have 

been proposals by one or the other to have them adjudicated. My 
understanding is that there is not now any process underway to re
solve tha dii'fhrence. 

We, of course, would like to see that difference resolved; and if it 
can be resolved through bilateral negotiations or if it can be re
solved in some other manner, fine. 

GREEK-TURKISH I)IALOG ON BOUNI)ARIES 

Mr. DYMALLY. The Turks at one time expressed an interest in 
working out some mutual agreement with the Greeks to give some 
assurances about the integrity of their boundaries. 

Do you know Ahat happened to that overture? 
Mr. BURT. There have been suggestions over the past years that 

there should be a high level Greek-Turkish dialog. So far that 
dialog has not gotten underway. We are highly supportive of such a 
dialog. 

Mr. PERLE. If' I may say, both Greece and Turkey as members of 
the United Nations are pledged to observe the territorial integrity 
of other countries. 

INTERCOMMUNAI. TALKS 

Mr. DYMALLY. Can you give an update on the intercommunal 
talks and what is our position? 

Mr. BURT. Unfortunately, those negotiations have not gone very 
quickly, mainly because of' internal developments on Cyprus. As I 
was saying earlier, we hope that now that elections have been held 
in Cyprus, that those talks can now begin to move ahead. 

There are a variety of different issues and discussions. They in
volve, of course, different forms of arrangements for political deci
sionmaking between the different communities on Cyprus, finan
cial matters, and the like. 
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We are playing as supportive a role as possible and our view nowis that it is time for those talks to make progress. 

F-20'S FOR TURKEY 

Mr. DYMALLY. Mr. Perle, the sale of the F-16's has been a sourceof controversy for every nation. You sell to one, the other nation is
unhappy.

Are you considering the F-20 because of the defensive nature as a less offensive-I use that word politically-weapon?
Mr. PERLE. My own view is that the F-20 is an aircraft very welladapted to the defensive needs of a number of countries. I verymuch regret the fact that the F-20 is not yet in production becauseuntil it is in production the United States does not have available arelatively low cost, relatively easy to maintain aircraft with

modern military capabilities.
It is an extremely able aircraft. We have urged the Turks to lookat the F-20 as an option and I believe they have done so. There was a Turkish delegation in the United States recently and theyhad occasion to fly the airplane. The F-20 is an aircraft that wethink would well suit the purposes of a number of countries, in

cluding Turkey.
Mr. DYMALLY. You recognize the reason they are not in production is because they used private sector money, they did not haveany DOD advances, and therefore unless they begin to sell some ofthese there won't be any production lines rolling.
The fact that they went ahead and invested their own money, itseems to me, is sufficient incentive, given the private sector bias ofthis administration and the fact that it is technologically a goodpiece of hardware, it is sufficient incentive, at least in the contextof this administration's philosophy, to proceed with that sale.
 
Mr. PERLE. I very much accept your 
 point. The F-20 is a far more capable aircraft than its public image. It is in some ways anironic victim of the arms export policies of the previous administra

tion.
 
Under the previous administration you had to show that an 
airplane was not militarily capable in order to get administration approval to sell it. Unhappily the F-20 acquired an image which does
not do justice to its real military capability.
 

TURKISH-SOVIET RELATIONS 

Mr. DYMALLY. What is the relationship between Turkey and 
Russia?

Mr. BURT. I would answer that starting with the fact that ofcourse Turkey is a very loyal, fully integrated member of theNATO alliance. It has taken a staunchly supportive position on themost important allied questions including the December 1979 decision to seek an arms control agreement on ir.termediate-range nuclear forces and in the absence of that agreement to go ahead with 
deployment.

It, I think, is respected by the Soviet Union. The Turkish forces 
are seen as hard fighting and reliable forces by Soviet militarycommanders. Moreover, I think that the Turks have generated re
spect for their diplomacy in Moscow. 

IS-55j 0-83-26 
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While they have supported us and have been loyal members of' 
the alliance, they are an Islamic country, they have an Islamic di
mension to their policy and they can thus be supportive of' the 
western interests in the Middle East and Southwest Asia. 

They do have a relationship with the Soviet Union. As I men
tioned recently, a Soviet foreign ministry official visited Ankara 
and the report we have received from the Turks from that visit 
was that the Soviets took a very tough line, warned the Turks 
against continuing to support the United States on the December 
1979 INF decision, and the Turks, I am told, took a very strongly 
supportive position, telling the Soviet Union that the deployment 
would proceed in the absence of'an acceptable agreement. 

Mr. DYMALLY. Thank you, Mr. Chairman. 
Mr. HAMILTON. Mr. Torricelli. 
Mr. TORICEI.I.I. Thank you, Mr. Chairman. 

TURKISII IIUMAN II;IirS SITUATION 

I wondered what part the reports of' Amnesty International of 
30,000 political prisoners still in Turkey and the level of*retribution 
against political elements in Turkey have played in this country's 
formulation of fbreign assistance; to what extent there has been 
communicated our concern about political prisoners; and on the 
continuing reports of' iorture and the like? 

Has that been communicated? Ilow did that factor into this? 
What response have you got from Turkey? 

Mr. BuWr. Mr. Congressman, all of' that has been taken into ac
count in our decisions and I am very happy that you have raised 
this line of questioning. I would like to talk akout the human 
rights situation in Turkey and what the Turki.h (Guvernment has 
done about it. 

I think the place to begin is the total chaos that existed in 
Turkey until 2 or :1years ago when we saw almost a complete col
lapse of' political order. We saw a situation wh,re the civilian polit
ical parties wi'e unable to form a govurnment, where terrorism ex
istred to such an extent that there were 25 deaths a day attributed 
to terrorism, and where the economy, due to these political and te,
rorist dislocations, was in a shambles. 

The Turkish military authorities came into the government, as 
they have done in the past, briefly to pull things together. They 
have done so. They have put the economy back on the road and 
they have made significant economic progress. 

They have also, I think, taken steps to correct human rights 
abuses, human rights abuses that the Turkish authorities them
selves admitted existed and they have been candid about this. 

Mr. TOuIucJ.:i.Li. Maybe you can update me on this. 
Mr. Buir. Let me finish. 
Because what they have done in this process, because the most 

important of' human rights is the chance to stay alive, I think you 
will agree with me on that, they have corrected the problem of ter
rorism. 

Another change in human rights is freer political expression and 
communications. What they have done there is, to the surprise of* 
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many skeptics, many Turkish critiques, to come forward with a 
constitutional referendum. 

It passed last fall by a vote of 90 percent of the public, which was a ringing endorsement for what the authorities had done and were 
planning to do. 

In the next 6 weeks the first new Turkish political parties are
going to begin formulation and the Turkish Government has indicated that they are going to have parliamentary elections by next 
October. 

So, we are extremely satisfied with the progress that the Turkish 
authorities have made. 

We recognize, as we did in our human rights report, that there are still some questions that need to be cleared up and we arealways candid with our Turkish friends on these questions. But webelieve that in terms of dealing with our friends, not just Turkey,
but any friends on this question that candid, quiet diplomacy is the 
way to proceed.

I would certainly suggest that in the case of Turkey it has been very successful. I think the Turkish authorities have a lot to be
proud of and the United States has a lot to be proud of as well in 
terms of our sophisticated handling of this problem. 

POLITICAL PdISONERS AND TORTURE 

Mr. TORRICELLI. Let me ask specifically. The figures that Amnesty International is now publishing of 30,000 political prisoners and
last year 82 political prisoners being tortured resulting in their
death in jail, do you not subscribe to those figures?

About 30,000 political prisoners makes El Salvador look like a
local lockup in comparison.

You do not find those to be accurate? 
Mr. BURT. I don't know that they ae or not.
Mr. TORRICELLI. It makes it difficult to measure their progress.
Mr. BURT. I disagree with that very strongly.
Mr. TORRICELLI. If' we don't krow what the numbers are, how

else do you measure progress?
Mr. BURT. I don't know that the numbers are accurate. You

haven't given me any figures on what they were the year before or 
year before that. 

Simply based on systematic studies, and I will be glad to bringElliott Abrams about this, the situation has improved substantial
ly, that the Turks have told us it would improve and it has im
proved. They kept their word.

You know, it is very easy sitting in Washington, D.C., when
there is not widespread political terrorism, when people are notbeing killed at a rate of 25 people a day, to cast judgment in a situ
ation like this. 

Mr. TORRICELLI. I understand. 
Mr. BURT. I don't know if you do. 
Mr. TORRiCELLI. I do and I would like to say so. What I am tryingto say there is not progress, but the trends are not the only ele

ment here. If 30,000 political prisoners remain in jail and the factis it might have been 35,000 last year, I do not put great hope in 
these numbers. 
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Would you agree that 30,000 people is a fairly significant prob
lem still? 

Mr. BURT. I don't know that those figures are accurate. 

TROOP-CARRYING SHIPS FOR TURKEY 

Mr. TORRICELLI. I noted that among those elements of American 
military assistance to Turkey in terms of naval units there were 
troop-carrying ships that have been supplied to Turkey. 

Now, I understand the difficulty of' making it appear that by our 
military and economic assistance, we are not subsidizing the occu
pation of part of Cyprus. It is difficult to still help Turkey and not 
appear to be doing that. But I also don't understand how, given the 
military situation in Turkey, a troop-carrying ship can be inter
preted any other way than that we are aiding and abetting their 
illegal actions in Cyprus. 

Could you tell me why that would be included in that assistance. 
Mr. PERLE. I am not sure I understand the points of your con

cern. Is it your assumption troop-carrying ships only operate be
tween the Turkish mainland and Cyprus? 

Mr. TORRICELLI. My point is that if the military assistance to 
Turkey is to protect the integrity of' their borders from Soviet on
slaught, given the fact those borders are land borders, it is hard to 
see how the troop-carrying ships will fit in that posture. 

Mr. PERLE. I can assure you that there are Turkish military op
erations and I could give you a long list of them that might well 
encourage Turkish military authorities to desire the ability to 
move troops from one point to another by sea. 

Mr. BURT. Turkey does border on the Black Sea. I would imagine 
there are some potentially vulnerable areas along that coast. 

Mr. TORRICE.LI. Does this not just increase concerns that our mil
itary and economic assistance to Turkey in ftct enables them to 
remain in Cyprus? Should we in fact not be more careful about the 
kind of assistance we are giving to Turkey and make clear its pur
pose? 

Mr. BURT. I think we have done that. In fact, we saw the result 
of an effort to totally disassociate ourselves altogether from the 
Turkish military. We imposed a full-scale embargo. We even shut 
off most spare parts going to the Turkish military. It had no 
impact whatsoever on the presence of Turkish forces on Cyprus, no 
impact whatsoever. 

I think in designing our program, as Mr. Perle has pointed out, 
we are principally concerned about a variety of important threats, 
not simply to Turkish territorial integrity, but our strategic inter
est in the region, our ability to maintain and project military 
power into Southern Europe, our ability to maintain stability in 
the Middle East and maintain important strategic relationships 
with other countries in the Middle East, our ability to maintain se
curity relationships with Israel, our concerns over the potential im
plications of the Iran-Iraq war and what that conflict's implications 
would be for the Persian Gulf. 

All of' these I think are the principal factors that we take into 
account in designing our security request For Turkey. Those are the 
key factors and must be the key factors. I don't think we would 
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want to do anything that would directly suggest somehow that we
favor a Turkish position over a Greek position.

Our whole effort on the Cyprus problem has been to be very
pragmatic, to seek a solution, and it is a very difficult problem.

Mr. TORRICELLI. Thank you, Mr. Chairman. 
Mr. HAMILTON. Mr. Solarz. 

RECENT TURKISH ELECTIONS 

Mr. SOLARZ. Thank you, Mr. Chairman. 
Mr. Burt, in the judgment of the Department were the vfections

that were held in Turkey last fall free and fair elections? 
Mr. BURT. Yes, they were. 
Mr. SOLARZ. You would consider the vote in favor of the new constituion and President Evren to be the legitimate expression of the

will of the Turkish people?
Mr. BURT. Yes, I would. 

U.S. POSITION ON TURKISH CONSTITUTION 

Mr. SOLARZ. There was some criticism of the new constitution
when it was adopted. My reading of it seemed to suggest that it was not fundamentally dissimilar from a number of other West Eu
ropean constitutions which provided for a very strong executive, in
cluding the French constitution under de Gaulle.

Does the administration have any reading on that? Do we consid
er the constitution that was adopted to be fundamentally a constitution compatible with the principles of democracy and political
pluralism?

Mr. BURT. We do. Not only is the constitution itself compatible
with democracy and the political process, but we were impressed
by the way it was put together, the consultative process that went on, the fact that their government made decisions not to do things
that it earlier wanted to do. 

It was a genuine consultative exercise. 

POLITICAL PRISONERS IN TURKEY 

Mr. SOLARZ. Let me raise this question of political prisonerswhich my good friend from New Jersey touched on, because obvi
ously this is a source of concern to many members of this commit
tee and the Congress.

I don't know exactly how many people are currently incarcerated
in Turkey, but based on my trip there in November, I came away
with a very strong impression that the overwhelming majority ofpeople who remain in prison are people who have been arrested
due to their alleged involvement in terrorist activities which involved violence, acts of mayhem, sabotage, assassination, and the 
like. 

These were not people who were picked up because they ex
pressed opinions that were critical of the government.

Is that an accurate or inaccurate assessment? 
Mr. BURT. That is accurate. In fact, sometimes labels here can be a bit confusing. We talk about political prisoners and sometimes

the idea that the Turkish Government has rounded up unionists. 
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We have a picture in our head of people sort of participating in the 
political process. 

In fact, most of' these people have been accused of acts of physi
cal violence. 

Mr. SOLARZ. They ought to be tried and presumably they will be 
and due process will be accorded. I don't think it is quite fair to 
suggest that somebody who is accused of assassination or terrorism 
is a political prisoner. They ought to be tried. 

Mr. BURT. My understanding is that most of these people have in 
fact already been tried and found guilty through their judicial 
process.
 

Mr. SOLARZ. Could you possibly for the record let us know to 
what extent you think there are any prisoners and if so, how many 
who have been put in jail in Turkey not because of accusations of 

of theviolence and terrorism, but because of expressing criticism 
Government? 

I think that is what most of' us mean when we use the term "po
alitical prisoners." If there were a sizable number, that would be 

source of concern to all of' us. 
Mr. BURT. Fine. 
[The information follows:J 

We estimate that the vast majority, certainly more than 95 prrcent., of the indi
viduals serving prison sentences for martial law offenses were convicted either for 
personally corniitting violent, "terrorist" acts or on charges of minbership inil

legal, ext remist organizations which carried out killings, hrnibings, arson, etc. While 
some journalists, lormer politicians, and others have been convicted of violating spe
cific martial law statutes prohibiting public criticisin of certain governmental activi
ties, and on other purely political charges (a few such trials are presently under
way), we are unaware of any individuals now serving sentences for such offenses. 

Since the imposition of martial law in some Turkish provinces at the end of* 1978 
through -January : 1,1981, a total of :0,0o00 persons have been convicted by marl ial 
law courts. Defendants in those courts are formially arraigni-d, have a right to coun-

Most trials involve ofsel and an opportunity to defend the charge- against ttem. 
fenses against criminal statutes pre-dating the military government, including pro

hihitions on working to overthrow the constitutiona reginre as well as common 
crimes. Of thi- :W,00)0 people sentenced, 12.5 percent have received sentenci's of over 

r-years imiprisonment up to the death penalty. Of the 1 I0 death sentences handed 

down, 23 have been carried out and 87 await further appeals. (All death sentences 
must he ratified by the Consultative Assembly and ruling National Security Coun
cil.) All the death sentences have been for murder. As of January :1 there were 
22,97:1 persons in prison: 7,1:15 serving sentences in military or civilian risons; 7:37 

I,1,801 pe rsons under formal "arrest.' (arraignedunder investigative detention; and 
and incustody pending trial. 

COST ESTIMATE OF TURKISH MI1. 7AftY MOUIERNIZATION 'RO( AM 

Mr. SOLARZ. Let me ask Mr. Perle a question in terms of NATO's 
military needs. 

The administration has asked us for a substantial increase in the 
level of military assistance. My own thinking is that that is long 
overdue. Turkey, together with Greece, is the key to the southern 
flank of NATO. We have a significant strategic interest here. 

Could you give us an estimate of the total cost of' a moderniza
tion program for the Turkish Armed Forces which would put it in 
a position to fulfill its NATO obligation? 

Has that been priced out? 
Mr. PEpIa.E. We have looked at various modernization programs 

that would accomplish that purpose. It is a purpose we share. It de
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pends on how rapidly one wants to move. We would think that it
would require assistance on the order of $1 billion a year aover 
sustained period. 

Mr. SOLARZ. For how long? 
Mr. PERI.E. Over a decade or more. 
Mr. SOLARZ. You are saying the total modernization requirement

of the Turkish forces, if they were to be brought up to a standard 
compatible with NATO requirements, would be $10 billion? 

Mr. PERLE. That would be the U.S. assistance program of that 
magnitude. 

Mr. SOLARZ. That would not count the Turkish contribution? 
Mr. PERLE. That is right. 
Mr. SOLARZ. The point is with this increase there is still a long,

long way to go? 
Mr. PERI.E. Yes. 
Mr. SOLARZ. Could you possibly submit for the record a fuller de

scription of what would be involved in a comprehensive moderniza
tion program and how you break out the cost? 

Mr. PERLE. The details are still under discussion between us and 
the Turks. 

[The information follows:] 
This program would enable Turkey to improve its level of readiness over a pro

tracted period subject to the slow (but anticipated) recovery of the Turkish economy.
It would also provide an early and marked increase in the readiness of the south
east flank of NATO; and in the final analysis, a powerful signal of U.S. resolve to 
assist Turkey in military modernization. 

Mr. SOLARZ. I gather your view is that substantial progress
toward modernization of Turkish forces is indispensable in terms of 
shoring up the southern flank of NATO? 

Mr. PERLE. That is right. 
Mr. SOLARZ. One final question. 

IMPACT OF RESTORING THE 7-TO-10 RATIO 

As I am sure you know, there is a good deal of sentiment in the 
Congress for maintaining the traditional 7-to-10 ratio in military
assistance to Greece and Turkey. If' we were to approve a substan
tial increase in the level of aid to Turkey, there are many members
who would feel it would be in the interest of the United States to 
maintain the 7-to-10 ratio which would require an increase of $248
million in the level of military assistance to Greece, assuming that 
we approved the total $755 million request of the administration 
for Turkey.

At the same time we have base negotiations going on with 
Greece in the course of' which I gather the Greeks have indicated
they would want a substantial increase in aid as part of the price
for a continuation of our ability to use these facilities. 

My question to you is this: How do we square the circle? What
impact would it have on the base negotiations if we were to restore 
the 7-to-10 ratio, and add $248 million more for Greece prior to an 
agreement on base negotiations?

What impact would that have on our ability to get an agreement
that is in the interest of the United States. 
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Mr. BURT. Congressman, you are correct. This question has come 
up before and what we have said this morning is that we believe 
that coming forward with any additional amount prior to achieving 
an agreement would jeopardize and hinder our opportunity to 
achieve an agreement. 

Mr. SOLARZ. Why? 
Mr. BURT. That is certainly the view of our negotiator. There 

would be very little incentive for the Greek Government to follow 
through and to agree with those things we have to achieve as an 
agreement to make it attractive to sign. 

We both have requirements. It is obvious, as your question point
ed out, that part of the Greek requirement is financial, part of our 
requirements are access and continuing ability to use our facilities 
there. 

You would be cutting off our negotiator at the knees with a pro
posal like that. 

Mr. SOLARZ. Suppose we condition our help on the successful con
clusion of the base negotiations? 

Mr. BURT. You have described the administration's policy and po
sition on this. That is what the President wants to do. He is pre
pared to come forward with additional funding for Greece in the 
event we can achieve an agreement that is acceptable to him. 

Mr. SOLARZ. How do you respond to the argument that this in
crease for Turkey could prejudice adversely the prospects for an 
agreement with the Greeks because it might be interpreted or has 
been interpreted by some people in the Greek Government as a 
kind of effort to blackmail Greece by virtue of the additional 
money we are giving to Turkey? 

Were this proposal approved by the Congress, would it have an 
adverse impact on our ability to get an agreement with the Greeks 
on the bases? 

Mr. BURT. You mean the kind of conditional statement you just 
described? 

Mr. SOLARZ. Yes. I am talking about the increase in the level of 
aid for Turkey. 

In other words, supposing we approve your request, $755 million 
military assistance to Turkey is a substantial increase. 

Let us say we also included in that the restoration of the 7-to-10 
ratio, but making it conditional on the successful completion of the 
base negotiation. If we were to do that, in your judgment, is there 
any merit to the argument that the increase to Turkey, even with 
the maintenance of the ratio, would have adverse consequences? 

Mr. BURT. No, we don't believe there is. We have not seen any 
signs of it in the negotiations. 

What we have seen in the negotiations is not unusual, that the 
Greeks are principally interested in what they are going to achieve 
from us in our bilateral security relationships. 

Mr. SOLARZ. Is this the view of' our negotiator? 
Mr. BURT. Yes, and also the view of our Ambassador. 
Mr. S'JLARZ. Thank you very much. 
Mr. HAMILTON. Mr. Smith. 
Mr. SMITH. Thank you, Mr. Chairman. 
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OTHER SOURCES OF AID TO GREECE AND TURKEY 

Mr. Perle, can you tell us what aid is received by Turkey and 
Greece outside the United States in terms of other countries giving
them either economic or military assistance, and the differences be
tween the two countries, what they receive from whom, with par
ticular regard to the Soviet Union? 

Mr. PERLE. Let me say that Turkey is the recipient of aid from a 
number of countries. It depends on how you look at what is pro
vided to them. They receive support in kind, of equipment from 
other NATO allies. They receive economic support and military
budget support from the Federal Republic of Germany and through
the NATO infrastructure program. 

NATO MILITARY ASSISTANCE TO TURKEY 

Mr. SMITH. Please be as specific to the extent you can. I under
stand you are dealing with figures you don't have in front of you. 

How much in essence would you say that NATO gives Turkey in 
military assistance? Can you give me a ball park figure? 

Mr. PERLE. It varies from one year to the next. The Germans 
supply $52 million a year. It would be total equipment and other 
support that comes to Turkey and I dolu't have a figure. 

Mr. SMITH. There is also economic aid given to Turkey by mem
bers of NATO countries? 

Mr. PERLE. There is OECD assistance, but that varies from one 
year to the next. 

STATEMENT OF RUSSELL MISIIELOFF, DIRECTOR, EUROPEAN 
AFFAIRS AND SPECIAL IROGRAM, BUREAU FOR NEAR EAST 
AGENCY FOR INTERNATIONAL DEVELOPMENT 
Mr. MISHELOFF. For 1979-81 total assistance to Turkey of an eco

nomic nature provided through the OECD mechanism was approxi
mately $3.1 billion. Pledges in 1982 were on the order of an addi
tional $700 or $800 million. 

NATO ASSISTANCE TO GREECE 

Mr. SMITH. Would you contrast that against what Greece re
ceives from NATO, either economic and military assistance from 
OECD or military assistance directly? 

Mr. MISHELOFF. I have no figures on assistance to Greece. We 
provide no assistance of an economic nature. 

Mr. PERLE. It might be useful to give you a couple of economic 
statistics about the relative economic strength of Greece. 

Mr. SMITH. To me that would not be answering my question.
My question is: How much money does Greece get from the same 

sources as Turkey is getting it. That is part of the balance. 
Mr. PERLE. I would not assume it is part of the balance. The 

reason why I sought to make a point is there are differences in the 
economies of the two countries, that the defense budgets are about 
the same. Turkey could not maintain that budget without assist
ance. 

Greece finds it possible to do so because it has a much higher per
capita income. 
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Mr. SMITH. It therefore makes the Greek level much higher as a 
percentage of their GNP than it would in Turkey? 

Mr. PERLE. I can give you the figures if you would like. Defense 
spending as a percentage of GNP, as a percentage of' gross domestic 
product is 6.9 percent in the case of Greece and 5.3 percent of 
Turkey for 1982. 

Mr. SMITH. Let me ask the same question. 
What do the NATO allies supply to Greece in the same vein that 

they supply to Turkey? 
Mr. PERLE. I don't think this is a comparable program because 

the NATO allies as a whole have concluded that Greece does not 
require the kind of assistance that Turkey does. 

SOVIET /'AiSTANCE TO TURKEY AND GREECE 

Mr. SMmI. What does the Soviet Union supply to either of the 
two countries, either in the way of economic assistance or military 
assistance? 

Mr. Bur. There is certainly no security assistance. I am not 
aware of any important economic assistance to speak of. There tire 
some bilateral economic agreements that the Soviet Union has 
with both countries, but they are probably technical exchange 
agreements not involving transfers of resources. 

ADMINISTRATION POSITION ON RESTORING 7-TO-10 RATIO 

Mr. SMITH. If Congress decides to maintain that ratio of 7 to 10, 
would the administration rather see an increase to Greece or de
crease to Turkey or a combination of the two? 

This is only an assumption that Congress is going to do what the 
administration has not proposed. This is not subscribing to what 
will happen, but what h, m would you prefer to see it take? 

Mr. Buwr. We have two basic goals, Congressman. One is to keep 
Turkey a strong member of the alliance and the second is to main
tain our very important security relationship with Greece and to 
do both of those things, we believe it is necessary first of all to fully 
fund our request to Turkey and second, to achieve a base agree
ment that could lead to additional amounts of aid requested for 
Greece. 

To answer your question, it would be, I guess it was the former 
option rather than the latter. That is, the full request for Turkey 
and if' we can achieve an acceptable base agreement, an additional 
amount for Greece. 

I)IFFERENCE IN GREEK-TURKISIt TROOP STRENGTH 

Mr. SMrf. You may have covered this, and I apologize if you 
did, I was late, but I had only three committee meetings at the 
same time plus the floor vote. 

What is the differ,mce in troop strength right now under arms 
between Turkey and Greece? 

Mr. PERLE I see that the information I have here is marked con
fidential. I will be glad to give you those figures in closed session. It 
may be that it is not necessary that they are confidential. 
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Mr. SMITH. I am not bound by the restrictions you have in front 
of you. My understanding is that there are 300,000 less in terms of 
Greek troops as opposed to the Turkish Army. That may or may 
not include the Turkish troops on Cyprus.

Do you believe that it is necessary for either Greece or Turkey to 
maintain such large forces, assuming my figures are correct and 
they may be totally incorrect because I did not get them from any 
top secret source. Maybe they could be more correct becauf: they
didn't come from any top secret source. 

Mr. PERLE. Let us say they are not correct from any source, but 
they are not far off either. 

Mr. SMITH. OK. 
Mr. PERLE. We are rather pleased that the Turks are prepared to 

undertake the sacrifices involved in conscripting young Turks in 
the Armed Forces because every time they do that there is another 
soldier defending this country.

We would encourage them to maintain their strength in any way
they can. They do it through a large standing army, in part be
cause they lack the sophisticated modern firepower that might oth
erwise enable them to release the young men from that military
service. They also have a tradition of military service. 

Mr. SMITH. What about Greece? 
Mr. PERLE. Again as NATO allies and partners of Greece, we are 

pleased that Greece maintains a defense capability. It is part of the 
overall alliance. 

TURKISH THREAT TO GREECE 

Mr. SMITH. Have you been informed previously by the Greeks 
over the years-- would assume you would have- that a large por
tion of their armed forces are under arms because of the fact they
perceive a threat from Turkey?

Mr. PERLE. There is no question that there is sentiment in 
Greece that is based on the assumption that Turkey represents a 
threat to Greece. I don't believe that Turkey represents a threat to 
Greece. 

I see no evidence it does. I have sat in meetings where the accu
sations were made to that general effect and the evidence that was 
cited consisted of statements that had been made 6, 8, 10 years ago
and by minor officials in some cases. 

We like to say we have the advantage of detachment from being
neither Greek nor Turkish and our detached view of the situation 
is that Turkey does not have military designs with respect to 
Greece. 

There are tensioJis as a resuilt of day-to-day issues like the con
trol of aircraft over the Aegean and issues of territorial limits and 
the like that reflect tensions between the countries, but do not in 
our judgment indicate imminence of war or conflict. 

Mr. SMITH. My time has expired, but do you in fact feel that 
there is any -value to the statement Greece should not be called 
Greece? You know, it is part of the Aegean, and that statement has 
been made by the Turkish leadership in terms of Greece. 

It seemed to me to be something which would not be conducive 
to that kind of feeling that there could be cooperation. 
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Mr. PERLE. I don't know what statement you have in mind. The 
last thing we come here to do today is to sit in judgment of who is 
responsible for the tension existing between two countries. 

I must say I have sat in ministerial meetings and watched Greek 
officials repeatedly, and in my judgment without provocation, 
make accusations abuut Turkey that have just not been supported
by reasonable evidimce. 

Mr. SMITH. Thank you. 
Thank you, Mr. Chairman. 

FISCAL YEAR 1984 BUDGET OUTLAY FIGURES 

Mr. HAMILTON. Gentlemen, I want to get in the record the 
budget outlay figures for these various proposals.

Will you give those to me for Spain, Portugal, Turkey, Greece, 
Cyprus?

Mr. BURT. Mr. Chairman, we arc really not able right now to 
provide you the figures for the record. We are now working with 
OMB to do so. As soon as we do, we will have them. 

Mr. HAMILTON. We are up against the gun here. We need an 
answer by Friday, if"possible, Monday at the latest. 

Mr. BURT. Mr. Chairman, we will get those to you as soon as we 
po' sibly can. 

Mr. HAMILTON. Can you assure me I will have them by Monday? 
Mr. BURT. I doi-'t know. It is a little bit dangerous when dealing 

with OMB to assure anything. We will certainly try our best. 

UNITED STtTES-SPANISH BASE AGREEMENTS 

Mr. HAMILTON. We start marking up Tuesday. That is the prob
lem for us. We ought to have those budget outlay figures. I would 
very much like to have them by then at the lastest. 

[The information follows:] 

PROJECTED BUDGET OUTLAYS: FISCAL YEAR 1984 
[In MIr iA uVlof r"J 

EF 14fT MAP FMS 

Greece.................. ........ 0..................0 9 ................... (1 )
 
Turkcy............................... 2.2 34 5 ( )
 .............. 175 

C y p ru s.... .............. ..... . .. . ..... 1". 5 .. . .......... .... .. ..... ...
 
Portugal ........................... ......... .... 4 6 9)
. ...... . .. 1 

Sp ain . ........................... .... ....... .. .. . .. 1 2 1 7 ........ ..... (..)....... 


CledI by 1rr.ra' 

Indluo., fli,:u year 1 i3 '.up "
 
Nioon .pLd iJlua. GuaranlooJ , Foc ari np fin 

mErna1ly vWf;ar 

Now, on Spain for a few minutes. 
Is there any limitation in the agreement with Spain n,, the 

bases, forfeiting or restricting the use of those bases for American 
troop movements to the Middle East? 

Mr. BURT. There is a variety, not of what I would necessarily call 
restrictions, but understandings that we have with the Spanish 
Government on procedures for consultation on different types of 
forces, including forces based in Spain, forces rotating from Spain 
to the United States and external forces, it is principally through 
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this process of consultation, of getting Spanish views and having
them listen to our views, that those problems are being worked out.

I can't give you a black and white answer on what would happen
in the event of a specific contingency.

Mr. HAMILTON. So in any given contingency it is possible that
those bases might not be available to us for use? 

Mr. BURT. That is possible.
Mr. HAMILTON. We don't have any assurance under the agree

ment that we can use those bases? 
Mr. BURT. There are certain circumstances that we would have assurances, but again, as I said earlier, it is becoming an immense

ly more complicated process in negotiating these base agreements
because countries understandably want to cover all bets.

We are certainly interested in maintaining maximum flexibility
and our negotiators are instructed to do that. But their govern
ments have their negotiators trying to achieve maximum control 
over what actually goes on on their soil. 

Mr. HAMILTON. Was the protocol that was negotiated and added 
to the treaty a restriction that gave Spain greater control over the 
bases?
 

Mr. BURT. It did not, Mr. Chairman. It had no impact on the sub
stance of our ability to operate in Spain. It only was a technical fix.
When we negotiated the agreement with the previous government
there was an assumption that Spain was a member of NATO.

As you know, the current government has not decided one way
or another yet over whether Spain is a member of NATO. So theprotocol leaves that question open. Other than that there is no 
change in the substance of the agreement, itself. 

Mr. HAMILTON. So Spain then did not want the agreement to
link Spain to NATO in any way?

Mr. PERLE. They want, as I said, to keep their options open.I think there was a report yesterday which indicated that the 
government is planning a referendum on this issue, but L:,ey don'twant to make a decision during 1983 because it is a difficult year
for the alliance. 

They felt that simpiy going ahead with the agreement as written,
though, closed off options to them. 

Mr. HAMILTON. They look upon it as a bilateral agreement and 
not a NATO agreement? 

Mr. PERLE. That is right.
Mr. HAMILTON. Is that agreement going to be submitted to usand the Case-Zablocki Act that requires notification to the Con

gress? 
Mr. PERLE. I assume it will be if' it has not been done already.
Mr. HAMILTON. I am not aware it has been done. I think it hasnot been done. Maybe you ought to let me know when it will be 

done. 
Mr. PERLE. Very well, Mr. Chairman, I will do that.' 

I Se. app. 9. 
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U.S. ASSISTANCE TO SPAIN 

Mr. HAMILTON. Now under the agreement Spain gets $415 mil
lion in assistance, $400 million of which is FMS financing, $12 mil
lion ESF, and $3 million in IMET. 

Is that a sum that will be consistent throughout the life of the 
agreement? 

Mr. BURT. What we have pledged to the Spaniards is our best ef
forts. What you have described is our request for the coming year. I 
wouldn't want to say that some specific amount of money is neces
sarily going to be funded for a successive number of years, but I 
think it is true that we think that this is our best effort for this 
year. 

Mr. HAMILTON. You would anticipate that level for the future? 
Mr. BURT. We would certainly want to try to achieve at least 

that level. 
Mr. PERLE. Mr. Chairman, it may seem a fine point, but it is im

portant that the funds that have been requested for this year were 
not agreed to in the context of that negotiation. We simply agreed 
to make our best effort. This year our judgmer t of the requirement 
is that this is consistent with our best effort. 

SPAIN'S NATO ROLE 

Mr. HAMILTON. What is your judgment now about when Spanish 
forces will soon assume a NATO role? Is that a matter of years? 

Mr. BURT. It is really impossible to say because the Spanish Gov
ernment is currently undertaking a review of its role within 
NATO. So they have taken an interim posture which says that 
they will continue. 

You will recall Spain actually entered the alliance under the pre
vious government. They began a process of integration. It would 
have been possible to talk about a schedule for integration. What 
has happened is that the current Spanish Government has essen
tially frozen the integration efforts as they undertake this review. 

Pending the outcome of that review and the decision that the 
Government takes, they will then have to decide whether they are 
going to remain a member of the alliance or then move ahead with 
the integration process. So it could be some time. 

Mr. HAMILTON. But the decision will be clarified this year? 
Mr. BURT. No. In fact the Spanish Government has said that 

they do not want to make such an important decision in such a 
critical year for the alliance. Frankly, we think that is the right 
decision to make because we believe that it is important for the 
Spanish people to get a better sense of the contribution and the 
value of NATO membership, that they have moved into the alli
ance fairly rapidly and we think that time to think about alliance 
membership, time to get a better sense of what alliance member
ship means could be generally helpful. We are very clear about the 
decision we would like the Spanish Government to make and that 
is that they stay as a member of the alliance. 
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STATUS OF F-18 SALE TO SPAIN 

Mr. HAMILTON. Last year the Spanish announced they were 
going to buy a large number of F-18's, 84 of them, I think. 

What is the status of that sale now and will some of this FMS 
financing be involved? 

Mr. PERLE. I am not certain as to the status. There have been 
reports, some as recent as this morning, that bear on that, Mr. 
Chairman. I just can't give you an up-to-date answer. 

Mr. HAMILTON. When you gave us the figure of FMS financing
recommendation, were you anticipating some of that would be for 
aircraft or for the F-18? 

Mr. PERLE. Yes. We have looked at the total program. It is a part
of it, yes.

Mr. HAMILTON. We would like an update on that as soon as you
have that available. 

Mr. PERLE. There is a review going on and therefore it is a rapid
ly changing situation. 

UNITED STATES-PORTUGUESE BASE NEGOTIATIONS 

Mr. HAMILTON. Now on Portugal, what ' the issues that 
remain in the base negotiations?

Mr. BURT. There are a number of issues, Mr. Chairman, because 
we have so far only had technical discussions with the Portuguese
and that process, which I believe began last December has been in
terrupted by political changes in Lisbon. 

While there have been some technical talks, there really have 
not been high level negotiations and there will not be until the
Portuguese hold their elections in April and we have a new Portu
guese Government. 

Mr. HAMILTON. Are we seeking base rights on the mainland?
Mr. BURT. We would hope to be able to increase our ability to use 

facilities on the mainland. This is something that we would like to 
address in those talks. 

Mr. HAMILTON. Have the Portuguese accepted that? 
Mr. BURT. I think they understand. Because the negotiations

have only been technical so far, I don't think we can say clearly
what the Portuguese's political position is on that question, par
ticularly given the fact that once those negotiations get underway 
we will be dealing possibly with a new government. 

LINKAGE BETWEEN AID FOR PORTUGAL AND BASE NEGOTIATIONS 

Mr. HAMILTON. Now the economic assistance for Portugal is $40 
million. Is that money a quid pro quo for the base access? 

The reason I ask that is you say in your congressional presenta
tion document that it is in support of the "mutual security under
standing now being negotiated".

Mr. BURT. I think it is fair to say that it is part of the overall 
amount that we would want to be able to offer in the context of 
those upcoming negotiations.

Mr. HAMILTON. Is that $40 million a ceiling, or are we going to 
get an additional request in case we get access to facilities beyond
the Azores? 
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Mr. PERLE. We have not separated in the .discussions specific 
facilities and related them to specific levels of aid. We have talked 
to the Portuguese, as we did the Spanish and the Turks before 
that, about a willingness to make the best effort that we are capa
ble of in light of their requirements. 

It is simply not possible to equate a specific facility with a specif
ic aid level. 

Mr. HAMILTON. That $40 million is going to be spent in the 
Azores, is it not? 

Mr. BURT. That is right. The bulk is because of the economic 
problems of the Azores. 

Mr. MISHELOFF. Within the $40 million we would like to reserve 
a small portion for establishment of what we have elected tenta
tively to call the Luso-American Foundation which would enable us 
to continue technical exchanges, particularly in the private sector. 

We have talked to the Portuguese at a technical level, but that is 
still to be negotiated. 

Mr. HAMILTON. How much is that, $10 million? 
Mr. MISHELOFF. That is correct. 
Mr. HAMILTON. The balance would be for the Azores? 
Mr. MISHELOFF. That is correct. 
Mr. HA'ILTON. What kind of things for the Azores? 
Mr. MISI'ELOFF. As in the past, it would be a cash transfer. It 

would be trrnsferred to the development budget of the Azores. 
Mr. HAMILTON. Mr. Winn. 

PROGRESS ON CYPRUS NEGOTIATIONS 

Mr. WINN. Mr. Chairman, I have some questions on Cyprus, but 
because of the time, I wo'!ld just as soon submit them in writing 
and go ahead with the executive session. 

Mr. HAMILTON. Before we go into executive session, let me cover 
one other matter, if I may, on Cyprus on those negotiations. 

We have had observations that we have a window of opportunity 
here on negotiations since the presidential elections have now been 
concluded there and the return to democratic elections in Turkey 
will occur this fall or next spring. 

Do you see this period then as an opportunity for piogress that is 
better than has existed for some time? 

Mr. BURT. Mr. Chairman, I think that the political situation, as 
you pointed out, on Cyprus and in the region is probably or will be 
more conducive to progress there. I would not, however, want to 
raise too many expectations. 

There are enormously difficult problems. Cyprus is one of the 
most difficult problems you can find and has all the elements of 
other disputes that are deeply ingrained. 

Mr. HAMILTON. What could we do there to resolve them? 
Mr. BURT. First of all, we tell ourselves that we are not the prin

cipal locomotive for a solution. I don't think that the United States 
in a case like this always has to provide peace plans and negotiate 
solutions. 

With that said, we do have a vital interest obviously in the prog
ress. The track we are now pursuing is to be as supportive as possi
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ble to the intercommunal negotiations which are underway which are principally organized under the auspices of the United Nations.
Mr. HAMILTON. They are not getting anywhere.
Mr. BURT. We still think that that is the best track, that if progress is going to be made this year it is going to be made there. Wehave a special coordinator for the Cyprus problem. He is in very

close touch with the U.N. 
Mr. HAMILTON. Something has to activate the discussions, Mr.Burt. Nothing is happening. I don't know whether that window ofopportunity is there or not. It looks to me like it might be. I don'tthink we can depend on the U.N. mediator to get the job done. Itwill take some political push somewhere. It is not going to comefrom the United Nations. It is either going to come from us or Idon't think it is going to come. I don't see where else it is going to 

come from. 
Mr. BURT. We are willing to support a process to resolve theseproblems. I think you are calling for an initiative on our part. It isnot, I think, our view now that an American initiative on Cyprus

would be helpful.
Mr. HAMILTON. I am not suggesting necessarily that it be anAmerican initiative. At the same time I think I have the sense that we have to become more active in it, perhaps behind the scenes,than we have been. I have the general feeling that this is a matterthat has been very low on our list of diplomatic priorities for some 

time.
I also have the sense that nothing is going to happen unless wedo move because I don't see that the Turks are going to do any

thing.
The U.N. does not have the clout to do it. My conversations withthe mediator make me think that the United States has to become

involved in some way.

So, I would like you to reflect on that.

Mr. BURT. Thank you. Thank you for those comments.

Mr. HAMILTON. Any other questions before we go into executive
 

session?
 

AMOUNT OF TURKISH BUDGET FOR MILITARY
 

Mr. DYMALLY. Mr. Burt, how much of the Turkish budget goes to

military assistance.
 

Mr. BURT. How much goes into military assistance?

Mr. DYMALLY. Military preparedness, military defense?
Mr. BURT. I think the statistics that Mr. Perle used was 5.8 or
 

5.3. 
Mr. PERLE. That was a percentage of their gross domestic product. I should think it would be a substantially higher percentage of

their birdget. Twenty-two percent, I am advised. 
Mr. DYMALLY. Thank you.

Mr. HAMILTON. Any further questions? If not, we will ask then
that the room be cleared of all of our friends and the persons who are not cleared for the purposes of taking executive session testi

mony. 

18-551, 0-83--27 
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AID TO TURKEY AND 7-10 RATIO 

Mr. DYMALLY. While that is being done, aid to Turkey includes 
an economic assistance package? That is not in the 7-to-10 formula. 
The formula could be 4 to 10. When you say 7 to 10 it is less than 
that when you include the economic package. 

Mr. PERLE. That is right. The rationale for the 7 to 10, we were 
talking about military assistance somehow would affect the eco
nomic balance. 

You have a gross per capita income of about $1,400 in Turkey 
and a per capita income close to $4,000 in Greece. The Turkish part 
of the assistance greatly exceeds that of Greece. The nature of the 
programs before us is that as you get richer you move out. 

Mr. DYMAI.Y. Are you aware of what the Prime Minister said to 
the President? 

Mr. BURT. That has been made public. Papandreou's letter to the 
President has been in the Greek press. We answered that letter. 

[Whereupon, at 12:05 p.m., the subcommittee proceeded in execu
tive session.] 



FOREIGN ASSISTANCE LEGISLATION FOR
 
FISCAL YEARS 1984-85
 

TUESDAY, APRIL 12, 1983 

HOUSE OF REPRESENTATIVES, 
COMMITTEE ON FOREIGN AFFAIRS, 

SUBCOMMITTEE ON EUROPE AND THE MIDDLE EAST, 
Washington, D.C.The subcommittee met in open markup session, aL 2:20 p.m., inroom 2255, Rayburn House Office Building, Hon. Lee H. Hamilton

(chairman of the subcommittee) presiding.
Mr. HAMILTON. The meeting of the subcommittee will come to

order.
The Subcommittee on Europe and the Middle East meets todayto consider its recommendations to the Committee on Foreign Affairs. The full committee is scheduled to meet next week to beginits markup of H.R. 1850, the fiscal year 1984 foreign assistance au

thorization legislation.
Members have before them copies of H.R. 1850, the draft reportof the Subcommittee on 

of 
Europe and the Middle East, and a packetnine subcommittee amendments. The Chair will offer theseamendments at the appropriate time during our proceedings today.The Chair is aware that several members of the subcommitteehave their own amendments which will also be offered during this

session.
It is the Chair's hope that we can proceed raoidly. The House isscheduled to finish consideration of the nuclear freeze tomorrowand, therefore, I hope we can try to complete our recommendations 

today.
Members have before them the report. It is my intention to proceed section by section through the report. Minor word changes tothe draft report can tobe provided the subcommittee staff or theChair. I hope we can avoid major additions or deletions to the draft 

report.
Before leaving each section of the report, we will vote our recommendations on the section and on assistance levels and otheramendments contained therein. The report will not be made publicuntil all members have agreed to it and language differences have

been reconciled. 
Now is there any question about procedures?

think Mr. Levine wanted to make a statement, and at thispoint I recognize Mr. Levine. 
Mr. LEVINE. Thank you, Mr. Chairman. 

(395) 

I 
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ENTER THE PEACE PROCESSJORDAN'S REFUSAL TO 

I did want to make a statement at the outset of this markup ses
sion. 

Mr. Chairman, it is appropriate that today's markup occurs only 
2 days after King Hussein has again played Hamlet in the Middle 
East. For all of his promises, for all of his rhetoric, for all of his 
implications, we have again seen the tragic rejection and repudi
ation of the road toward peace. 

President Reagan's September 1 initiative should have been 
called the Hussein plan. Assistant Secretary Veliotes, in testimony 
before this subcommittee, confirmed that King Hussein had at 
least several weeks to review, analyze and approve that plan. It 
clearly had his imprimatur. Israel, on the other hand, was told 
only hours before the plan was announced what it would contain. 
King Hussein appears to have rejected it anyway. 

Egypt remains the only Arab country which has demonstrated a 
is time to pullwillingness to move toward peace with Israel. It 

back from our policy of" currying favor with states whose moderate 
rhetoric is not reflected in their conduct. We should assess where 
that policy is taking us and recognize that it has not been toward 
peace. 

We should further recognize and remember that it is completely 
counterproductive and inappropriate to try to compel Israel to 
make policy decisions based on the quantity or quality of aid she 
will receive from this country. A vital element to peace in the 
Middle East is Israel's belief' that she can count on the support of 
the United States. Continuing to try to link aid to Israel to compli
ance with demands of others, as this administration has recently 
tried to do on several occasions, can only undermine Israel's trust 
in the motives and dependability of' the United States, and that 
serves no good whatsoever. 

I think that it is time for this administration to call a halt to 
that policy, so that all parties can once again get back on the track 
toward finding peace in the Middle East, unencumbered by outside 
intimidation. 

Thank you for the opportunity to make these brief remarks. 
Mr. HAMILTON. Are there any other members who would like to 

comment?
 
[No response.]
 

MARKUP OF THE LEGISLATION 

Mr. HAMILTON. If not, the Chair will proceed with the markup of 
the bill. I want to bring up the first amendment. 

REQUIRED ECONOMIC REPORTS 

The first amendment relates to the third recommendation on the 
first page of the draft report. 

This amendment has been included in the foreign assistance leg
islation for 4 years. Countries whose economic performance has im
proved have been taken off the list and others are added. This year 
Israel is included because of its deteriorating economic situation 
and its very heavy debt burden. Egypt and Turkey are included be
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cause of the gravity of their debt situation. Lebanon is included because of the large needs of that country and its likely demands forU.S. assistance in the coming few years.
The amendment simply provides for annual economic reports forthese countries. The list will be revised each year. So far as I knowit is not a controversial amendment. I will ask if there is any objec

tion 	to it. 
[No response.]
Mr. HAMILTON. If not, the amendment is adoDted without objec

tion. 

FUNDING LEVELS ISRAEL ANDFOR EGYPT 

The next amendment relates to the funding levels for Egypt andIsrael. It is a complex amendment, four pages long, and its purpose
is to earmark funds for Egypt and Israel for fiscal years 1984 and1985. It covers both FMS guarantees, FMS direct credits, as well aseconomic ESF funds. It increases Israel's FMS forgiven direct credits by $300 million, and it increases Israel's economic support fund 
by $65 million. 

On page 2, in the section entitled "Extended Repayment Termsfor Egypt and Other Countries," also establishes extended repayment terms for Turkey and Greece. The figures for those countries,however, are not included in the amendment. Extended repayment
terms for Israel are covered on page 3, lines 15 through 19.Just to review with members, the figures for Israel. The economic support fund would be at a level of $850 million, the loan guarantee figure would 'e $850 million, and the grant figure will be$850 million. The loan guarantee and the grants together would
total $1.7 billion for Israel. That amount of money is earmarked.With regard to Egypt, the amendment provides $750 million ineconomic support, including $300 million for the commodity importprogram, and $450 million for developmental aid. For military assistance, it 	provides $850 million in the loan guarantees and $450million for grants, and $2 million for IMET.

Is there discussion on the amendnient? 
Mr. LANTOS. I move that we approve the chairman's 

Mr. HAMILTON. The ayes have it, and the amendment is adopted. 

recommen
dations. 

Mr. HAMILTON. I think on 
All those in favor say "aye." 

this amendment we will have a vote. 

[Chorus of "ayes."]
Mr. HAMILTON. All opposed. 
[No response.] 

Mr. DYMALLY. Mr. Chairman. 
Mr. HAMILTON. Mr. Dymally.
Mr. DYMALLY. Mr. Chairman, this is a parliamentary question. Ihave an amendment to offer; would this be the appropriate point to

offer this amendment? 

AMENDMENT TO INCREASE AID TO EGYPT 

Mr. HAMILTON. Your amendment is in order, so why don't youoffer your amendment and we will consider it. Then, pending the 
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action on your amendment, we will see whether we need to recon
firm our vote on my amendment. 

Mr. DYMALLY. Thank you very much, Mr. Chairman. 
Mr. Chairman, prior to the subcommittee's meeting this morn

ing, I had intended to offer three amendments, the nature of which 
would seek to bring some parity in the FMS programs of Egypt and 
Israel. In addition, the third amendment would have increased the 
ESF levels for each. In light of our discussion this morning, and in 
keeping consistent with the views of the chairman, I am prepared 
to offer only two of those amendments. 

The first amendment will bring Egypt's FMS program level 
closer to Israel by adding $100 million in fiscal year 1984 and fiscal 
year 1985. The amendment is at the desk or before the members 
now. It is my feeling that this should not be a very controversial 
amendment. 

Last year Congress approved a nominal increase of $25 million 
and sent a signal to the administration that Egypt's FMS program 
levels should be closer to Israel's. Egypt already has contracts for 
more than $1.3 billion in the United States for military goods, and 
not all of it is in FMS. It plans to spend over $1.4 billion in fiscal 
year 1984, and over $1.5 billion in fiscal year 1985. Raising Egypt's 
level would make it easier for our strategic allies to arrange credit 
for these existing commitments. Egypt's ESF level is approximately 
95.5 	percent of Israel's. Its FMS at $1.3 billion is only 77.9 percent. 

I think this amendment sends a strong signal to the Egyptians, 
especially in light of Jordan's recent announcement not to play a 
key role in the negotiations. It puts Congress in a position of sup
porting Egypt's unique role among the Middle East Arabs as being 
supportive of the U.S. initiatives. 

The second amendment, Mr. Chairman, continues the parity re
lationship between our Middle East allies by raising Egypt's for
giveness level to the same proportion as Israel's. Egypt has been a 
solid ally of the United States since Camp David, and this amend
ment would send a strong signal that Congress recognizes its im
portance.
 

President Mubarak has demonstrated his commitment to our 
policy by supporting by the President Reagan's September 1 initia
tive and by urgiag other Arab le;,ders to do the same. This amend
ment is the best way for the Congress to demonstrate our apprecia
tion for Egypt's continued support. 

Egypt also has a severe balance-of-payment problem. Its foreign 
exchange decreased due to declining Suez Canal revenues and cut
backs in all prices. I support all levels recommended by the sub
committee so long as Egypt receives the same percentage in FMS 
forgiven loans. 

I might add, Mr. Chairman, that these levels are not in any way 
linked together by law, I do not support such linkage. But I believe 
that parity must at least be an objective of this Congress, especially 
considering the unique role Egypt plays in the Middle East and its 
support for the U.S. interest. 

Mr. HAMILTON. M-y I ask a question, Mr. Dymally? 
Mr. DYMALLY. Yes, Mr. Chairman. 
Mr. HAMILTON. You raise the amount of military assistance to 

$1.4 billion, from the proposed $1.3 billion? 
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Mr. DYMALLY. Yes, sir.

Mr. HAMILTON. The amount of forgiveness will be how much?

Mr. DYMALLY. 
 It would be $700 million.
Mr. HAMILTON. So half of that would be forgiven. I don't thinkthat forgiveness feature is in the specific amendment before us.
Mr. SMITH. No; it is not, Mr. Chairman.

Mr. DYMALLY. It is in the amendment No. 2.
Mr. HAMILTON. May we have both of them, and we will consider

them both at the same time.
 
Mr. Levine, do you have a comment?

Mr. LEVINE. Yes, and I would be very interested in your comments with regard to this, but I have a couple of preliminary objections which I would like to make.
I think much of what my colleague from California, Mr. Dvmally, has said is valid, and in fact Egypt has been a very goidfriend of this country and has responded in a constructive, appropriate and helpful manner with regard to pcace in the Middle Eastand it has done so in an obviously unique fashion.I believe that we should as a Congress be responding to that andshould be giving to Egypt the type of generous military and economic assistance that we have been giving, and that I think Congress is prepared to give. I am concerned, however, about going asfar as my colleague suggests and implying in any fashioneven

whatsoever that there should be-whether it is called linkage orsomething else-any relationship between the levels of aid toIsrael, on the one hand, and the levels of aid to Egypt, theon 
other. 

I do not think that the appropriate test of the level of' economicor military assistance to Egypt has anything to do with he level ofmilitary or economic assistance to Israel for reasons which I thinkneedn't be elaborated on at great length, but only to mention thatwe are dealing with a regional problem here. We are dealing withneeds that Israel has that are much broader than those that pertain simply to the country of Egypt.I would be concerned about establishing a precedent through thissubcommittee that in any fashion, explicitly or implicitly, links assistance to Egypt with the level of assistance that we give to Israel.I want to raise that as a concern. I am not sure that this is Mr.Dymally's intent, but I do think that it is an inescapable implication of this type of a suggestion, and I am concerned about it.Mr. DYMALLY. Would the gentleman yield?
Mr. LEVINE. I will be happy to yield.

Mr. DYMALLY. Of course, we 
do not suggest in this language anylinkage but simply parity. In my explanation of the amendment, Imade reference to Israel, but the amendment does not make anyconnection with linkage. It simply suggests parity. I support, of course, the subcommittee's recommendations. 
M HAMILTON. Mr. Winn wanted to comment.

Air. WINN. Thank you, Mr. Chairman.

Mr. Chairman, this amendment from the gentleman from California represents an increase budgetary outlay over the administration's request in fiscal year 1984 budget of $250 million and infiscal year 1985 of $250 million. This is an enormous increase for 
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Egypt. It certainly runs counter to the fiscal austerity budget in 
the United States. 

I don't know whether this is the right time or not, Mr. Chair
man, but I wonder if we could hear from the administration wit
nesses at this time regarding this amendment. 

Mr. HAMILTON. Certainly. 

STATEMENT OF ROBERT PELLETREAU, DEPUTY ASSISTANT SEC-
RETARY, BUREAU OF NEAR EASTERN AND SOUTH ASIAN AF-

FAIRS, I)EIARTMENT OF STATE 

Mr. PELLETREAU. Mr. Chairman, I am Robert Pelletreau. I am 
Eastern AsianDeputy Assistant Secretary in tiia Bureau of Near 

Affairs. 
In our view, there should not be any formal linkage or formal 

ratio established between Egypt ard Israel, although there is some 
area to viev the two programs together. Wetendency out in the 

don't think that such an associatior is necessary or warranted. 
In our view, the program that we have proposed fbr Egypt is the 

proper level to carry out the administration's objectives. 
Mr. HAMILTON. Any other comments? 
Mr. Lantos. 
Mr. LANTOS. Yes, I would like to ask a question of' the adminis

tration. 
1 am in sympathy with my colleague's proposal, although I will 

have to vote against it for budgetary -easons. I will have to ask, 
however, what efforts, if any. the administration has made to per

suade Saudi Arabia, which thus far has provided, depending on 
whose estimates we accept, between $25 and $30 billion to Iraq for 

its military effort, to renew on a significant scale its aid to Egypt? 
The need in Egypt is real. Egypt has been a good friend of the 

United States. I think that it is only appropriate that this enor
mously wealthy nation of Saudi Arabia, and the other Gulf States, 

return to the pattern of providing some assistance to Egypt. I 

wonder what specifically the administration has done about this. 
some gradual im-Mr. PELLETREAU. Mr. Lantos, there has been 

provement in Egypt's relations with the rest of the Arab world, in
some casescluding with Saudi Arabia. The private Saudis have in 

resumed their financial interests in Egypt. 
Mr. LANTOS. That is really not my question. My question is what 

specific steps has the administration taken to have the Saudis 
resume their aid to Egypt. 

Mr. PELLETREAU. We have not felt it appropriate to push the 
Saudis. 

Mr. LANTOS. Will this administration ever feel it appropriate to 

push the Saudis along any lines? 
Mr. PELLETREAU. I think we have, Mr. Lantos, a very good dialog 

the Saudis. We believe that the Saudis areand consultation with 
supporting the President's efforts to bring a broader peace in the 

Middle East. 
However, with regard to your specific question, we have not spe

cifically urged the Saudis to resume an assistance program to 

Egypt. 
Mr. LANTOS. Why not? 
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Mr. PELLETREAU. We think that the Saudi and Egyptian relation
ship has got to improve at a level and at a pace which those two 
countries themselves set. It would be a mistake for us to try to ac
celerate that process. 

Mr. LANTOS. You really believe that it would be a mistake on the 
part of the United States to accelerate the development of' friendly
relations between two nations with whom we have friendly rela
tions. Explain the logic of that because it escapes me. It boggles the 
mind. 

Mr. PELLETREAU. In the case of these two countries, we know 
that they are proceeding at a pace which each of them feels is ap
propriate for its own political background. 

Mr. LANTOS. Is that the Egyptian view? Wouldn't the Egyptians
like to see the aid resumed? 

Mr. PELLETREAU. At the right time, I think they would, sir. 
Mr. LANTOS. And they don't think that it is the right time yet?
Mr. PELLETREAU. They would like to have it happen as soon as it 

can happen within the political atmosphere of the M'ddle East. 
Mr. LitNTOS. You will notice that I didn't get an answer to my

question, Mr. Chairman, but that is not a new pattern.
Mr. HAMILTON. Are there any further comments on the proposal

by Mr. Dymally?
Mr. DYMALLY. Mr. Chairman, if I may just conclude by pointing

out that we decreased the Public Law 480 by a considerable 
amount, and I support the committee's recommendation. We have 
also increased the FMS financing grant portion. So we just have 
one increase instead of two increases inthere. 

Mr. HAMILTON. Let me indicate to the members of the subcom
mittee that I will not support the Dymally amendment. I will sup
port the administration's recommendations with regard to econom
ic and military assistance to Egypt.

All those in favor of the Dymally amendment say aye.
Mr. DYMALLY. Aye.
Mr. HAMILTON. Opposed, "no.' 
[Chorus of "noes."]
Mr. HAMILTON. The noes have it, and the amendment is defeated.

The action previously taken stands with regard to the earmarking
of the levels of assistance for Israel and Egypt. 

APPROVAL OF MIDDLE EAST REGIONAL FUNDS 

The third amendment relates to page 8 of the 'eport. However,
before we go to the next amendment, I want to get approval of the 
figures relating to the Middle East regional project. So far as the 
Chair knows, there is no objection to those figures. Are there any
comments? 

[No response.] 
Mr. HAMILTON. Mr. Lantos. 
Mr. LANTOS. Mr. Chairman, I move that we approve the figures.
Mr. HAMILTON. All those in favor say "aye." 
[Chorus of "ayes."]
Mr. HAMILTON. Opposed "no." 
[No response.] 
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Mr. HAMILTON. The ayes have it, and the motion is carried, the 
figures are adopted. 

PROJECT FUNDS FOR EGPYT 

The next amendment relates to page 8 of the report, the second 
paragraph and concerns the availability of certain project funds for 
Egypt. The purpose of this amendment is to provide a management 
tool ior AID to improve the performance of U.S. economic aid pro
grams in Egypt allowing AID, with Egypt's consent, to shift from 
one project to another. 

The amendment has been discussed with the executive branch 
over the last several months and we have gone through several re
visions. Members have before them the recently revised version. 
My understanding is that it has been approved by the staff of the 
Budget and the Appropriations Committee. 

Mr. Boyer of the House Foreign Affairs Committee staff is here 
to explain the amendment. 

Mr. Boyer, do you have any comments for the members or can 
you answer any questions about it? 

Mr. BOYER. This amendment, Mr. Chairn:an, would permit AID 
to deobligate funds contracted for a particular project or projects in 
Egypt and reobligate them for other projects in Egypt considered to 
be more likely to be productive than the current projects in ques
tion. It would permit this with respect to funds which are already 
obligated through the end of this fiscal year. 

The staff of the Budget Committee and the scorekeepers at CBO, 
the Congressional Budget Office, have indicated that the language 
or the amendment in its current form would not constitute new 
budget authority. Therefore, there would be no problem under the 
Budget Act. It is still technically a reappropriation under the 
House rules, however, the staff of the Foreign Operation Subcom
mittee has indicated that the subcommittee would support this and 
would support a waiver in the foreign assistance authorization rule 
to accomplish this purpose. 

Mr. HAMILTON. Does the administration support this provision? 
We are going to approve it, even if you don't agree. 

Mr. IRELAND. Mr. Chairman, while they are making up their 
mind, I want to go on record here as strongly supporting your 
effort here, and the effort of those currently longsighted in trying 
to do something about those very grave problems. I would like to 
see that reflected in our deliberations as an important and neces
sary step Lo treat a very serious problem. 

Mr. HAMILTON. Thank you very much. 
Mr. PELLETREAU. Mr. Chairman, we would like to support it pro

vided we have the OMB approval. 
Mr. LANTOS. I move its adoption, Mr. Chairman. 
Mr. HAMILTON. All in favor say "aye." 
[Chorus of "ayes."] 
Mr. HAMILTON. Opposed "no." 
[No response.] 
Mr. HAMILTON. The amendment is adopted. 
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DECREASE IN PUBLIC LAW 480 TITLE I FOR EGYPT 

The next amendment relates to food assistance to Egypt. I refer 
you to page 9 of the report, item No. 4. The purpose of this amend
ment is to encourage Egypt to achieve greater food self reliance by
decreasing gradually the level of U.S. assistance under the Public
Law 480 title I section. The amendment limits financing of the title
I to $225 million for fiscal year 1984, and $200 million for fiscal 
year 1985. 

Is there discussion. 
Mr. WINN. Mr. Chairman. 
Mr. HAMILTON. Mr. Winn. 
Mr. WINN. Thank you, Mr. Chairman. 
We discussed this amendment this morning and it was my con

tention then, and it still is, that this puts a burden on the farmers 
and those in the flour milling business. It seems to me that it 
opens Egypt to competition from other grain-producing countries at 
a time when our farmers are having real trouble. 

First, I would like to see if' we could hear from the administra
tion on this, but before we do, I wonder if the chairman might back
off of the fiscal year 1985 commitment. That is a long way down
the road. We could take another look at this later on, and we 
might well want to do exactly what the chairman has in mind, or 
we might well want to leave it at the $225 million that he has in 
there for fiscal year 1984. 

Mr. HAMILTON. Would the gentleman be willing to accept my
1984 figure, if I backed off the 1985, which is really a very modest 
reduction? 

Mr. WINN. I probably would. I would like to hear from the ad
ministration on that, if they have any strong thinking one way or 
the other. 

Mr. PELLETRFEAU. We believe the Public Law 480 item is a very
sensitive part of our whole program. Egypt looks at our food aid as 
a bellweather of' our total support. In Egypt the food subsidies are
fundamental domestic policy instrument. The Egyptians have been
moving gradually to reduce distortions in the agricultural sector,
but will maintain subsidies as long as they feel they are necessary
regardless whatever actions we take on Public Law 480. 

We agree that we should reduce over time the percentage of
Public Law 480 going to Egypt, and this percentage has gone down. 
But to push the process too far and too fast will be costly to us on
the foreign policy front without achieving our development objec
tives. 

We particularly strongly disagree with the provision to lock in 
another cut in fiscal year 1985. We believe that would reduce flexi
bility, and we think that the timing of' proposed cuts should take
into account the totality of' the United States-Egyptian relationship
in the peace process and Egypt's foreign exchange situation. 

Mr. WINN. I wonder if' the administration would care to com
ment on the chairman's proposal that we accept for 1984 the $225 
million. Do you think that that is a drastic cutback? 

Mr. PELLETREAU. It is not a drastic cutback, but at this time,
when Egypt has suffered an additional foreign exchange shortfall, 
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we would prefer not to see it. We are particularly strongly opposed 
to having fiscal year 1985 also cut back at this time. 

Mr. WINN. Is it true that the United States is just now beginning 
to make some new grains sales to Egypt, and previously Egypt had 
been buying from the European markets, and that we are striving 
to offset some of the damage that was done by the U.S. grain em
bargo? 

Mr. PELLETREAU. Yes, that is correct. In the last year, we have 
substantially increased our commercial sales. 

Mr. WINN. Let me ask one last question, if I may, Mr. Chairman. 
What is the administration's thought regarding our leaving it at 

$225 million for 1984, and then either leaving it open or leaving it 
again at $225 million for 1985, rather than $200 as proposed by the 
chairman? 

Mr. PELLETREAU. In our view that would be preferable to the 
chairman's proposal, sir. 

Mr. HAMILTON. I think my position is known to the members of 
the subcommittee. Egypt receives an extraordinary amount of the 
title I program, and naturally the Egyptians are interested in con
tinuing to receive that amount of money or commodities from title 
I, but the problem here is that the U.S. strategy in Egypt just is 
not consistent. 

We keep supplying these enormous amounts of free commodities 
under title I, and at the same time we are holding back, for policy 
reasons, assistance to permit Egypt to develop their own agricultur
al capability. So that the Public Law 480 program here is acting as 
a disincentive to Egypt to develop their own agricultural produc
tion. 

I am fully aware that you can't make an abrupt change in our 
policy in this regard. But it does seem to me that it is in Egypt's 
interest to encourage food production in that country and it is not 
in Egypt's interest to continue these very large amounts of subsi
dies. 

The Egyptian economy has improved. There is no starvation in 
that country. Consumption levels are high. There is a much greater 
need elsewhere in the world for these commodities. 

All I am trying to do is to give the United States and Egypt a 
little gentle push in the direction that I think we ought to go on 
the Public Law 480 program. So I am not disposed to accept an in
crease in the $225 million figure. I would accommodate Mr. Winn's 
view, I think he makes some good points, and knock out the 1985 
portion of the amendment without prejudice to a further reduction 
for fiscal year 1985 to be voted on at any time. 

Mr. SMITH. Mr. Chairman, may I inquire of the administration? 
The grain deal just recently completed with Egypt, approximate

ly $1 billion worth, with credits and other forms of assistance-that 
was outside this year's foreign aid package to Egypt, was it not? 

Mr. PELLETREAU. Yes, it was. 
Mr. SMITH. So in addition to what is in the package, and with 

your response to a question from Mr. Winn from Kansas with ref
erence to further deals, it could be very well that what is in this 
bill this year may again be exceeded by a large amount of addition
al aid to Egypt outside the scope of this bill just like the last grain 
package; is that correct? 
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Mr. PELLETREAU. The grain package that you talk about is'a 1year sale that came under the credit authority of the Department
of Agriculture. It is not part of this program. We can't say whether
it would be repeated next year or not. We hope that there will be a
favorable development in the direction of Egyptian commercial
sales from the United States as a result of this year's program.

Mr. SMITH. So in response to Mr. Winn, your answer was that 
you are now working on additional types of these arrangements as 
was concluded this year. Is that correct? 

Mr. PELLETREAU. We are in discussion with the Egyptians, yes.
Mr. SMITH. That means that, even assuming that the chairman's

amendment was to be successful, there is a possibility or maybe a
probability that Egypt could look forward to a great deal of the 
same type of' help as Public Law 480 pruvides but from another 
source than the records of Public Law 480. 

Mr. PELLETREAU. The Department of' Agriculture program is not
of the same concessionality, of course, as Public Law 480. It is
commercial sale with a small 

a 
amount of' what they blended creditto help make it more favorable. It is possible that we would have

such sales in future years, but it is by no means P certainty now.
Mr. SMITH. I sympathize with the problem that Mr. Winn wouldhave with some of his constituents, but I also feel that the chair

man has made some excellent points in terms of this problem of
relating to our disincentive type of' program. I would like to seehow we could accommodate both ways. Hopefully, Egypt could be 
accommodated by the same chance. 

Mr. HAMIILTON. Any further discussion? 
Mr. LANTOS. Mr. Chairman, I move the chairman's recommenda

tion for 1984 with no figure for 1985, that figure to be determined 
at a later date. 

Mr. HAMILTON. Is there any further discussion? 
[No response.]
Mr. HAMILTON. I will put the question. All in favor say "aye."
[Chorus of "ayes."]
Mr. HAMILTON. Opposed, "no." 
[No response.]
Mr. HAMILTON. The ayes have it. The amendment is adopted. 

PROPOSAL FOR LEBANON FISCAL YEAR 1983 SUPPLEMENTAL 

The next amendment relates to Lebanon. I want to point out to
members that we are proposing fbr Lebanon here a supplemental
request for 198:3, and it will be cited as the Lebanon Emergency As
oistance Act of 1983. The report discusses it on page 11, items 2 and4. It authorizes military sales and related programs. It is also in
tended to allow a specific amount authorized for the ESF program
to be made available beyond fiscal year 1984.

Section 4 of this amendment insures that the President will
obtain statutory authorization from Congress before introducing
U.S. troops into Lebanon for the purpose of a new and more perma
nent peacekeeping force. The ESF levels provided for in the amend
ment are $150 million, the FMS is $100 million, and the IMET is $1
million. These figures are the recommendation of the administra
tion. 
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Is there any discussion of this proposal with regard to Lebanon? 
Mr. LANTOS. Mr. Chairman, I move the approval of the Lebanon 

Emergency Assistance Act for 1983. 
Mr. HAMILTON. All those in favor of the motion by Mr. Lantos 

say "aye." 
[Chorus of "ayes."] 
Mr. HAMILTON. Opposed, "no." 
[No response.] 
Mr. HAMILTON. The ayes have it. The amendment is adopted. 
The next amendment is a section of the Lebanese proposal just 

made. It applies to the 1984 foreign assistance bill and not to the 
supplemental bill. It has the language that the President will 
obtain statutory authorization of the Congress before introducing 
troops into Lebanon for the purpose of a peacekeeping force. 

I will recognize Mr. Lantos for a motion. 
Mr. LANTOS. I move the adoption of the chairman's recommenda

tions. 
Mr. HAMILTON. I will put the question. All those in favor say

"aye." 

[Chorus of "ayes."] 
Mr. HAMILTON. Opposed, "no." 
[No response.] 
Mr. HAMILTON. The ayes have it. The motion is carried. 
Let me call the attention of the members. On page 11 of the Leb

anon table, there is a $0.75 million IMET program that has to be 
separately approved. 

Mr. LANTOS. I move the adoption of $750,000 for IMET for Leba
non. 

Mr. HAMILTON. All in favor of the motion say "aye." 
[Chorus of "ayes."] 
Mr. HAMILTO.. All opposed, "no." 
[No response.] 
Mr. HAMILTON. The ayes have it and it is carried. 

OMAN PROGRAM 

On page 13 we have the Oman program. The economic aid assist
ance in ESF is $15 million, FMS financing and guarantees is $25 
million, and IMET is $100,000. These are the administration's rec
ommendations. 

Mr. Lantos. 
Mr. LANTOS. Mr. Chairman, I move the approval of the recom

mendations. 
Mr. HAMILTON. All in favor say "aye." 
[Chorus of "ayes."] 
Mr. HAMILTON. Opposed, "no." 
[No response.] 
Mr. HAMILTON. The ayes have it, the motion is carried. 

AMENDMENT RELATING TO ADVANCED AIRCRAFT FOR JORDAN 

The next proposal relates to Jordan. The figures are before you 
on page 14 of the report. The ESF figures are $13 million grant, $7 
million lc.-qn, title II of Public Law 480 is $0.2 million. The military 
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assistance, FMS financing, all of it loan guarantees, is $115 million,
IMET, $2 million for a total of $117 million. 

I think we have an amendment with regard to Jordan, do we 
not? 

Mr. SMITH. Additional language, Mr. Chairman, not to the num
bers. 

Mr. HAMILTON. Mr. Lantos. 
Mr. LANTOS. Mr. Chairman, I move the adoption of the recom

mendations with respect to Jordan. 
Mr. HAMILTON. All in favor say "aye."
[Chorus of "ayes."]
Mr. HAMILTON. Those opposed, "no." 
[No response.]
Mr. HAMILTON. The ayes have it. The proposal is adopted. 
Mr. SMITH. Mr. Chairman. 
Mr. HAMILTON. Yes. 
Mr. SMITH. I have an amendment at the desk.
Mr. HAMILTON. Mr. Smith is recognized for 5 minutes in support

of the amendment, and we will suspend until it is passed out. 
The clerk will read the amendment. 
Mr. VAN DUSEN. Page 9, after line 6, add the following new sec

tion. 
Mr. SMITH. I would move that the amendment be considered as 

read. 
Mr. HAMILTON. Without objection, the amendment is considered 

as read. The gentleman is recognized for 5 minutes. 
Mr. SMITH. Thank you, Mr. Chairman.
Basically what this amendment does is to do, I think, in the bill

what many of us have indicated in the course of the last few
months as something that is very necessary in order to try and 
move all parties in the same direction at the same time with the 
same common goals by setting some basic ground rules in advance.

The unfortunate circumstances of the last few days have shown, 
as Mr. Levine has indicated at the beginning of this meeting, that 
as much as we try, as much as we talk in terms of getting people to 
move into the peace process, people really do not take the same 
concern about that from country to country.

We also hear over and over that there will be a time when in
order to move some of' these parties, including the King in Jordan,
there may be a strong possibility of' increased and additional sales
of sophisticated weaponry, of new weaponry, and increased sales ofupgraded weaponry to that country. Yet, we have seen no strong
movement-of course on Sunday we saw just the opposite-to
really take part in the initiative that factually we now know really
was an initiative molded by King Hussein himself. He had no control over subsequent events after September 1 and apparently,
therefore, did not lay the appropriate foundation.

What this amendment would say is that prior to any of the for
eign military sale guarantees being used to finance any procure
ment by Jordan of advanced aircraft, or new defense weapon sys
tems, or any foreign military sale guaranteed by this act are putinto place, it would be expected of Jordan that there would be adirect negotiation with Israel under Resolutions 242 and 338
the Camp David accords which was enunciated by the King, and 

and
I 
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assume that the New York Times' transcript of his message was 
accurate, in the Times on Sunday. Those were his exact words. 

I would assume that we would, therefore, be only logical in pick
ing up what he said and taking it and moving forward with it on 
this basis. That is, if we are going to do something that he would 
want, we want him to do something that we would want. 

I believe that Mr. Siljander joins me in cosponsoring and coauth
oring this amendment, as well as Mr. Levine. I would offer this in 
the way of' moving everyone forward on the same basis, on the 
same plane, with the same set of rules within the game. 

Mr. HAMILTON. Mr. Siljander, do you want to be heard on this 
amendment, and then Mr. Dymally? 

Mr. SIWANDER. Why don't 1yield to Mr. Dymally. 
Mr. DYMALLY. Thank you very much. 
Mr. Chairman, I have a very, very small amendment in the sec

tion headed "Draft for report language," after F-18--
Mr. SMITH. Would the gentleman yield? 
Mr. DY.\IAULv. Yes. 
Mr. SMITH. Since we are not going to be considering today the 

draft report language, I would ask that this portion of the amend
ment be excluded from review because we are not considering any 
of the draft language. We are going to do that, as we indicated this 
morning, by working further on that and not here today. So I 
would ask that that portion of the amendment not be regarded as 
being proposed. 

Mr. DYMALLY. Just for posterity, let me continue. 
After F-18, I would want to move at the appropriate time "and 

F-20." The F-20 is not considered to be an offensive weapon, it is a 
defensive weapon. It is not technology that the Pentagon is very 
nervous about as in the case of the F-14, 15, 16, and 18 series. So I 
would recommend at the appropriate time, Mr. Chairman, that we 
eliminate the F-20 in this language. 

Mr. HAMIILTON. We will certainly consider the gentleman's obser
vation when we consider the draft report language. 

Mr. Siljander. 
Mr. SiILJANDER. Mr. Chairman, I all of' us are deeply concerned 

with what is happening in the Middle East. We are all seeking ave
nues to insure a lasting peace, especially with respect to the Pales
tinians. We have called on King t-ussein who has flatly refused 
getting involved at this point in time. 

I personally feel that this amendment will certainly be an added 
incentive to bring the King back into the negotiating process. 1 be
lieve we should do all we can to encourage and motivate the peace 
process and make sure that the Jordanian Government will remain 
at peace with Israel, and will be more than willing to participate in 
any type of negotiations that may mean peace to the Middle East. 

Mr. HAM.lTON. I wonder if we might hear from the administra
tion on this amendment. 

Mr. PELLETREAU. Thank you, Mr. Chairman. 
We believe that King Hussein has worked hard to find a way to 

enter negotiations. As a result of the telephone conversation that 
took place between the King and the President 2 days ago, we are 
assured and are comforted that the King remains determined to 
try to work to find a way to come in. 
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It is important here, we think, to understand what it is that has
caused the events over the weekend. The Jordanian Cabinet state
ment in the New York Times-it was not a statement by King
Hussein. It was a statement by the Jordanian Cabinet-was aimed 
at rejecting certain amendments, which had been insisted on, to
the draft agreement that he was working out with Arafat. 

This rejection does not constitute a formal and full withdrawal of
King Hussein from the peace process. We are assured and we are 
determined ourselves to continue to work in the direction of having
King Hussein, under the proper conditions, join in the peace proc
ess. 

We think that at this time, it is doubly important that we be
supporting King Hussein, and not acting in a way that brings into
question our support of him or that punishes him for rejecting un
acceptable changes that had been submitted by the radicals. For
these reasons, we oppose the suggested amendment. 

Mr. LANTOS. Mr. Chairman. 
Mr. HAMILTON. Mr. Lantos. 
Mr. LANTOS. I have a question. Do I understand that entering ne

gotiations following the Camp David accords, would be viewed by
the administration as punishment? The Camp David accords call
for the King to enter negotiations, and that is all this amendment 
is asking for. 

Mr. PELLETREAU. Since the President announced his September 1
initiative, Mr. Lantos, we have seen a good deal of' movement in
the Arab world as the various Arab parties have been trying to or
ganize themselves to take advantage of' this opportunity for peace.

King Hussein has been in the forefront of this ef'fort. He has
been in favor of' coming into negotiation under the proper circum
stances where he can properly say that he is in the negotiations
representing Palestinians and Jordanians together. That is what 
the discussions have been all about. 

That is the process that is continuing now, and we don't think
that it is over. We think that King Hussein is still very interested
in coming in, and it is a time that we should be supporting him. 

Mr. LANTOS. We don't seem to be communicating today at all. 
Let me try another tack. 

Does the administration view coming to the bargaining table
without preconditions and negotiating as punishment? 

Mr. PEJLETREAU. No, sir. 
Mr. LANTOS. Then the word you used was inappropriate, was it

not, because this amendment provides an incentive to negotiate.
Since negotiation is not viewed as a punishment, this amendment 
is not punitive.

Mr. P.LIETREAU. I suppose that is correct, Mr. Lantos. Let me
rephrase it to say that I believe he would consider it a discourage
ment. 

Mr. HAMILTON. Mr. Levine. 
Mr. LEVINE. If I could yield to Mr. Smith for a moment, and then 

I have a comment to make. 
Mr. SMITH. I am little curious about something. First of all, if I 

am not mistaken, King Hussein himself was quoted saying it isas 
up to the Palestinians to take care of themselves. This was not the
cabinet but King Hussein. That was a direct quote as far as I read 

IN-551 0-91--',8 
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it. Now if you tell me that on that basis he is still willing to enter 
into further negotiations, then he is saying things that don't leave 
that kind of door open. 

Now, even assuming that I agree with everything you said and 
that it was in fact true, and that the King is still striving to do 
this, why would it be any problem to adopt this amendment? 

The administration, through a number of witnesses, has come 
here and said consistently that there is no administration plan to 
sell any of this equipment to the King prior to his entry into nego
tiations. They have also told us that he has not asked for the sale 
of all this as his price for entering the negotiations. 

Therefore, I would find from the administration's testimony, and 
from King Hussein's testimony through the mouths of your wit
nesses, that there would be absolutely no objection whatsoever to 
this amendment which basically does nothing more than codify 
what those people have said, and what they say that King Hussein 
has said. To follow up on Mr. Lantos, in fact, there is no punish
ment at all, and it certainly wouldn't be a disincentive. 

If you can tell me that I am wrong in what I have said, I will be 
happy to hear it. 

Mr. PELLETREAU. Let me take another tack, if I may, Mr. Smith. 
The United States and Jordan have had a relationship over 

many, many years that has included a strong U.S. involvement in 
both the economic development of Jordan and the military 
strength of Jordan in terms of maintaining a legitimate defensive 
capability. This interest, we believe, is important to continue to 
maintain. 

Jordan faces a number of potential adversaries. The King has 
the national duty to work for acquiring the types of defensive 
equipment that he needs to defend his country. In light of uncer
tainties in the future, we don't know for sure what is going to 
come, but we feel that it is very important that we would continue 
this relationship. 

We would like to have the flexibility to be able to bring to the 
Congress what proposals in the future we and the Jordanians may 
think are required to continue the relationship, and the Congress 
will have the opportunity, of course, to express its views on them. 

Mr. HAMILTON. The Chair has a substitute which I will call at 
this time. 

Mr. LANTOS. Mr. Chairman. 
Mr. DYMALLY. Mr. Chairman, would you yield at this point? 
Mr. HAMILTON. Let's hold that one. Let me recognize Mr. Levine 

and then Mr. Dymally. Then we will call the amendment. 
Mr. LEVINE. I just wanted to follow up in terms of the adminis

tration's witnesses and make a couple of comments about the 
amendment as it was offered. I was very pleased to coauthor it 
with my colleague, Mr. Smith, and my colleague, Mr. Siljander. 

I think it is a very important amendment. As Mr. Smith implied 
by his question, I believe that it is simply taking the administra
tion at their word. We are just saying to the administration that 
we are going to hold them to their commitment and we are going 
to hold King Hussein to all of" the implications of all of your state
ments that, in fact, he wants peace and is going to move. 
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I would just like to remind the administration and some other of
the people who have participated in these hearings of a little bit of 
the history of the past spring with regard to the specific subject.

When we had our first hearing, or even before our first hearing, 
we were told that King Hussein was going to join the peace talks
by New Year's. We were subsequently told that the King was going
to join the peace talks in January. I remember being in a hearing
in this very room in January or February when we were told that 
the King had stated that he would start the peace talks by March 
1. That was the magic date, March 1. Then it was allowed to back
slide a little bit, and sometime in March the King would join the 
peace talks. 

I don't doubt that it was his rejection, and not simply the cabi
net's rejection. It is not the last word that we have heard. I don't 
doubt that we will have some other tightwire walking from King
Hussein in the near future, and we are going to hear something
further from the King, and I don't doubt that it is likely to include 
conditions, suggestions, preconditions, hints, parameters, rather
than the type of' unconditional negotiations that he had implied he 
would pursue.

I think that we in this country have watched this King walk on a 
tightrope and do a high-wire act for a very, very long time. This is 
a King who explicitly rejected Camp David, who turned his back on 
Camp David, and then was even given a proposal by President 
Reagan that was essentially, as I mentioned earlier, his own pro
posal. Despite that, he is unwilling to respond appropriately.

I think at some point we should take a look at the history of this 
man in the Middle East who has time and again led us on, hinted 
to us that he wanted peace, given us all of the proper rhetoric and 
implications that he was a moderate leader, and then when the 
chips were down, on every occasion, rejected peace and turned his 
back on the whole process.

This administration has elected to use every kind of carrot imag
inable to get King Hussein to the peace table, and has elected to 
use sticks with Israel. I have little doubt that the announcement 
last week, or the week before by President Reagan that he was 
going to withhold the F-16's even longer was simply another 
means of pressuring Israel to try to get King Hussein to the peace
table. 

We should realize that these approaches are not working. Now I 
think it is appropriate to take you at your word and to say to you,
if in fact you say and King Hussein says that he wants peace, let's 
get him to the table, let's let him talk, let's let him pursue peace,
and then let's think about something in the nature of a reward,
rather than continuing this policy that has gotten us absolutely no
where and given the King the best of both worlds. 

Other than that, I am somewhat uncommitted on the amend
ment. [Laughter.] 

Mr. HAMILTON. Mr. Dymally.
Mr. DYMALLY. Mr. Chairman, the F-5G is the F-20. Therefore, I 

wanted the record to state that my comments previously also apply 
to the F-5G. 
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SUBSTITUTE TO THE JORDAN AMENDMENT 

Mr. HAMILTON. The Chair has an amendment in the nature of a 
substitute. 

The clerk will read the amendment. 
Mr. VAN DUSEN [reading]: 
Page 9, after line 6, insert the following new section: Foreign Military Sales for 

Jordan. Section 1I6. (a) The foreign military sales guarantees authorized by this Act 
for Jordan are provided in the hope that Jordan will enter into direct negotiatiops 
with Israel, based on the United Nations Security Council Resolutions 242 and 338 
and the Camp David Accords, in order to resolve the state of war between the two 
countries. 

(b) Foreign military sales guarantees authorized by this Act may be used to fi
nance the procurement by Jordan of United States advanced aircraft, new air de
fense weapon systems, or other new advanced military weapon systems, and a certi
fication may be made pursuant to Section 36(b) of the Arms Export Control Act 
with respect to a proposed sale to Jordan of the United States advanced aircraft, 
new air defense weapon systems, or other new advanced military weapon systems, 
only if the President has certified to the Congress that Jordan is committed to the 
recognition of Israel and to prompt entry into direct peace negotiations with Israel 
under the basic tenets of United Nations Security Council Resolutions 242 and 338 
and the Camp David Accords. 

Mr. HAMILTON. First let me observe that I fully understand, I be
lieve, the feelings of the sponsors of this amendment. All of us have 
been disappointed by the King's decision last weekend not to come 
into the peace process at this time. It is quite true, in many re
spects, over a period of years, Jordan's performance has been disap
pointing to us in some respects. 

I also do not favor the sale of the advanced aircraft to Jordan at 
the present time, but I do think that this amendment is unwise 
and goes a little too far. 

The proposal that I have put before the members would omit sec
tion (a) of Mr. Smith's and Mr. Siljander's amendment, and it 
would essentially keep paragraphs (b) and (c) with important 
changes, and weave portions of paragraph (a) into a revised para
graph (c), which is paragraph (b) in my amendment. 

With regard to the subsection (a), the only change that is made 
there, I think, to the amendment sponsored by Mr. Smith and Mr. 
Siljander is to insert the word "hope" instead of "expectation." 
With regard to subparagraph (b) of my amendment, which is sub
paragraph (c) of the original amendment, the key difference is in 
line 16 which says that the sales will go forward only if the Presi
dent has certified to the Congress that Jordan is committed to the 
recognition of Israel and to prompt entry into direct peace negotia
tions with Israel. 

Let me just say why I think we ought to soften somewhat the 
direct language of the Smith/Siljander amendment. I believe that 
the President's initiative in the Middle East today is hanging by a 
thread. The King will read this amendment-no matter what we 
think here-as a rebuke. We are saying something very directly 
and very bluntly to him on a point that of very great importance to 
him, the purchase of air defense weapons and advanced aircraft 
out somewhere in the future. 

The administration has made clear that they are not going to 
sell these new items with the money that is provided in this bill, 
and it has said in its testimony that the money that is provided 
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here is already earmarked for payment on previously contracted 
military equipment.

So that portion of the amendment really is not necessary, and it 
does add, it seems to me a rebuke to King Hussein at a very criti
cal point in the process. There is still hope, clearly, in our Presi
dent's mind that the process can go forward and that the King can 
be brought into that process.

Jordan has helped us a lot in the Middle East on a number of 
occasions. They have been training troops in the Persian Gulf, and 
they have stood against Syrian and Soviet influcnce in the Middle 
East. They have maintained Liheir :inks to the West. Other than 
Egypt they have been the most forthcoming of the Arab States 
with regard to the recognition of Israel. They have kept the past
several years a peaceful border between Jordan and Israel which 
has been enormously important to Israel. 

Despite many differences with us, Jordan remains an important
friend for us in the Middle East. The President is trying very hard 
to continue to involve Jordan. I just sense that at this stage of the 
peace process, it is unwise to deliver this rebuke, if that is the cor
rect word, or slap in the face of the King at a time when we ought
to be extending every possible effort to reconstitute, reinvigorate
the President's peace initiative. 

Many of my colleagues have spoken. Mr. Winn, would you like to 
make some comments? 

Mr. WINN. Thank you, Mr. Chairman. 
I agree with you wholeheartedly. I realize that it has been hard 

for some of our colleagues to swallow some of the actions that we 
have seen and the words that we have heard over the past week
end. 

At the same time, some of us happen to know the many, many
hours that have been spent by the administration and by the Secre
tary of State, and by many others representih.g many other Arab 
countries, to try to persuade King Hussein to come fo.'ward and 
enter peace talks with Israel. 

I have to remind my colleagues that one week we see Arafat and 
Hussein hugging and kissing each other on the cheek on the TV,
and 3or 4 days later they are not speaking to each other. I think it 
is obvious that Hussein felt that he had an agreement with the 
PLO and then got the carpet pulled out from under him. He was 
left standing there in the eyes of many people of the world. 

I think that the Smith amendment is too harsh. I understand the 
reasoning behind it, but I would lend my support to the substitute 
offered by the chairman. 

Mr. HAMILTON. Mr. Torricelli. 
Mr. TORRICELLI. Mr. Chairman, I have several difficulties with 

the substitute, the first being that this Congress has already been 
frustrated by a certification process that requires interpretive 
powers on behalf of this administration. 

The fact is generally, and in the Middle East specifically, I as an 
individual do not believe that the President has the credibility to 
certify interpretive events. Mr. Smith, on the other hand, requires 
a factual determination without intepretation.

Specifically, I have a problem with the words "prompt entry." I 
have sat in this chair more times and heard about the prompt 
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entry of Jordan into the peace negotiations. I suppose that under 
this language it would have been possible for certification to take 
place sometime in early March because then there ww -oing to be 
prumpt entry.

Finally, there is a question here of' offering false hope to Jordan 
on arms sales. I do not understand the difficulties with making
clear to Jordan that they are not going to receive aircraft or other 
weapons, which the administration has repeatedly told us they
have not asked for and the administration has no intention of 
coming to us to request. Therefore, some of the dispute escapes me. 

In any case, were I the King, I would be grateful in some respect,
peculiar as it may seem, for Mr. Smith's amendment because with
out it, I at least would not be supporting any assistance for the 
King at all. 

There is something very uncomfortable about being here only 
days away from when the King rejected peace, and we are appro
priating money to help that nation. I find that uncomfort~ble cir
cumstances, and I am able to do so with the kind of lan,,uage of
fered by Mr. Smith. 

Mr. HAMILTON. Are there any other comments? 
Mr. SIIANDER. Yes, Mr. Chairman. 
Mr. HAMIurON. Mr. Siljander and then Mr. Ireland. 
Mr. SI.JANDER. There are three things that I would like to say.
No. 1, I must break away from my colleagues over there to sug

gest that I believe the President does not have credibility of certify
ing certain things. I would not make a blanket statement like that, 
so I am going to disassociate myself from that particular comment 
dealing with this issue and being part of' the sponsorship of' the 
original amendment. 

I guess, Mr. Chairman, the question is to you. You did make 
mention that the sales of advanced aircraft -nd air defense systems 
were not presently included in the budget. Is that correct? 

Mr. HAMILrON. That is correct. We can confirm it with the ad
ministration. 

Mr. PEILLETREAU. That is correct. 
Mr. SIIANIDER. We have gone through this scenario often before. 
My question would be, what objection would you have to deleting

subsection (a) of the original amendment? If' it is not part of the 
discussion anyway, why not give some members a clear assurance 
that, in fact, it isn't. If' it is not part of it, why include it'? Why 
create such dissention if'you say that it is unnecessary? It might be 
worth doing just to keep some unanimity among the committee. 
That would be my question. 

Mr. HAMILTON. I think the gentleman's observation is sound with 
regard to the committee, but we have to look beyond the committee 
and we have to look at the impact of thi. language on the peace 
process, or at least that i:s my perspective. I do not view section (a)
of your amendment as encouraging the peace process. I view it as 
discouraging that process.

I am reasonably sure that the King will interpret that language 
as a rebuke. Now the King h s had a tough time here. We have 
reason to be unhappy with the King. But the target for the United 
States is to keep that process going, that is the critical point now. 
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If you reach a point where the Middle East countries no longer 
see the alternative of a viable peace process, then you are headed 
for real trouble in the Middle East, and we are very close to that 
point now. That is why the President, and the Secretary of State 
are fighting desperately to keep that peace process alive and 
moving, and they are absolutely right in my judgment in trying to 
do that. You are putting another nail into the peace process coffin 
when you put this language forward. 

I understand the dissatisfaction with Jordan. I am not happy
with Jordan on a lot of things, but I think you have to look beyond
this committee to the impact on the peace process. 

Mr. SMITH. Would the gentleman yield? 
Mr. HArIIITON. Mr. Ireland and then Mr. Smith. 
Mr. IRELAND. Very briefly, Mr. Chairman, I would like to support 

very strongly your solution to this problem. Things are moving
fast. We are meeting at the present time when we share a lot of 
concern about what Jordan has done and not done. To almost nego
tiate by committee would be a tragic thing st the delicate time that 
we are meeting today. It seems to me that your proposal has come 
up with a very fair solution to the problem.

In the weeks and months ahead, before it gets to the full commit
tee and before it gets to the floor, if other things seem to be neces
sary they are certainly going to be added in the normal process. I 
would strongly support your solution. 

Mr. HAMILTON. Mr. Smith. 
Mr. SMITH. Thank you, Mr. Chairman. 
I understand the grappling that you have because I have the 

same kind of situation. I would like to do whatever needs t be 
done to propel the whole region into a peaceful solution, as we all 
would. I do have some problems with trying to tie anyone into any
thing on a permanent basis. 

However, it pains me that while the administration has taken 
the position that the King has not asked for any planes or other 
weaponry, nor will they be in fact asking themselves to come here 
for it, we do have written testimony from Mr. Veliotes in its origi
nal draft form, other than what he may have testified to, but it is 
in the record, that Jordan may be needing additional warplanes in 
the near future. That is in the testimony a number of months ago.

Those kinds of dichotomies, the differences between what the 
pronouncements are and what we read in the administration's 
writter testimony bother me, and give me cause for concern about 
what may come tomorrow. In fact, I asked Mr. Veliotes at one 
point when actually it was coming. I said, I can smell it, I can hear,
I can feel it moving on me. It just doesn't have a form yet.

All I am interested in doing is to make sure that everyone is a 
man or woman of their word. I want to be able to have everyone
taken at their word. 

I would suggest, if the chairman would entertain, the following. I 
would be willing to compromise between both amendments. I sense,
perhaps, a Mexican standoff at this moment, Mr. Chairman, and 
therefore I would like, in the spirit of entering into the negotia
tions--

Mr. HAMILTON. Not only do you sense well, but you count well. 
[Laughter.] 
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Mr. SMITH. We have a saying in Florida, "My mother didn't raise 
no fool." [Laughter.] 

I would be willing to use the substitute amendment, with the 
language in section (a), just changing, therefore, in section (b) on 
line 17, striking the word "to," and the first word on line 18"prompt," and insert "has entered." So it would be that "to prompt
entry" that would be stricken and "has entered" would be inserted. 

Therefore, the first part in section (a) is no longer there in my 
amendment at all, which you found extremely offensive. Indeed, we 
have used your language. Instead of using the word "expephition," 
we have used the word "hope." 

Mr. HAMILTON. If you would read it now? 
Mr. SMITH. It would read, "only if the President has certified to 

the Congress that Jordan is committed to the recognition of Israel 
and has entered into direct peace negotiations with Israel." That 
takes out part of the objectional parts of mine, and what I consider 
to be that trigger mechanism in yours which, in fact, is the area of 
grave concern on both sides. 

Mr. HAMILTON. Mr. Dymally.
Mr. DYMALLY. Thank you very much, Mr. Chairman. 
I am convinced that lasting peace in the Middle East is in the 

interest of Israel, the Arab States, and indeed America, and noth
ing disappointed me more than reading in yesterday's New York 
Times the news that Jordan has decided, because of objections from 
the PLO, to withdraw from the President's proposal. 

However, I am also optimistic that if the administration and this 
Congress continue to send quality messages o Jordan, we may very
well be able to salvage this process. I would, therefore, think that 
Mr. Smith's amendment would be somewhat objectionable to the 
Jordanians, and that the chairman's substitute is in a more concil
iatory manner. For that reason, I would support, Mr. Chairman, 
your substitute. 

Mr. HAMILTON. Mr. Smith, I don't think I can accept that. 

AMENDMENT TO THE SUBSTI UTE 

Mr. LANTOS. Mr. Chairman, may I try to propose a compromise 
and see if it is acceptable to both sides? 

Taking your amendment, on line 17, I would like to suggest that 
we insert the word "publicly," which would make the operative
phrase read as follows, "only if the President has certified to the 
Congress that Jordan is publicly committed to the recognition of 
Israel and to the prompt entry into direct peace negotiations."

Would that be acceptable to you, Mr. Chairman? 
Mr. HAMILTON. It is acceptable to me. 
Are there other comments? 
Mr. LEVINE. Yes. 
Mr. HAMILTON. Mr. Levine. 
Mr. LEVINE. Mr. Chairman, I am not sure that there are the 

votes for my position of not supporting one of these compromises, 
although I could have supported Mr. Smith's. 

I must tell you that the bottom line to me, in terms of fashioning
a compromise at this point, is that which Mr. Torricelli emphasized 
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with regard to the President's track record on certification and the 
subjective nature of the language in your alternative. 

I should tell you that I have so much respect for you personally
and I am so concerned about your analysis of the situation that if 
there were a way for me to support the modification of our amend
ment that you suggest, I would like to do it. 

One area that I would suggest you consider altering is that area
which leaves the certification in a grey, subjective form on the 
issue of entering into the peace talks. I would have to vote no on a
compromise that left that subjective, because King Hussein's histo
ry, which I utlined in my earlier remarks, is such that he can
quite consibiently with everything that he has been doing in the 
recent past, continue to "be committed to prompt entry into direct 
peace negotiations," which would be consistent with your language
and never enter them. 

He has been committed to the prompt entry into peace negotia
tions, if you take him at his word, for a long, long time. I guess my 
concern is that if that were the triggering mechanism, even if the
administration were acting in complete good faith, they would have 
no way of knowing whether King Hussein were telling the truth or 
not. 

The triggering mechanism in a subjective manner just gives the 
green light to this administration to want to believe King Hussein
with all the best intentions, and then have King Hussein essential
ly double cross the administration again. So I would hope that the 
standard could be shifted from subjective to objective.

Mr. HAMILTON. I think that it may be that we have discussed
these twu proposals enough. We should keep in mind that our 
action is preliminary and there will be other opportunity in the
committee. I don't want to close anybody off, but I do want to 
move. 

Mr. Torrice'li. 
Mr. ToRRICELLI. I have one question that I wanted to raise, Mr. 

Chairman. I wanted to ask whether Mr. Lantos' compromise only
involved that one change "public." Is that the only thing that 
would be required?

Mr. LANTOS. To get the parliamentary procedure back on track,
Mr. Chairman, I wish to offer an amendment to the substitute that 
reads: 

Only if the President has certified to the Congress that Jordan is publicly commit
ted to the recognition of Israel and to prompt entry into direct peace negotiations
with Israel under the basic tenets of United Nations Security Council Resolutions 
242 and 338 and the Camp David Accords. 

If I may speak to my amendment, the word "publicly" refers to
both a public commitment to the recognition of the State of Israel
and a public commitment to prompt entry into direct peace negoti
ations with Israel under the appropriate resolutions. 

Mr. HAMIL'ioN. Mr. Dymally.
Mr. DYMALI.. Mr. Chairman, I move your substitute. 
Mr. HA, .LTON. Let me make clear the procedure. The first vote 

will occur on the Lantos proposal, which is an amendment to the 
substitute that inserts the word "publicly," as Mr. Lantos has de
scribed. The second vote will occur on my proposal. The third vote 
will be in regard to the Smith/Siljander proposal. 
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VOTE ON JORDAN AMENDMENT 

The Chair will put the question on the Lantos amendment to the 
substitute. All in favor say "aye." 

[Chorus of "ayes.", 
Mr. HAMILTON. Opposed, "no." 
[Chorus of "noes."] 
Mr. HAMILTON. The Chair is in doubt. I will ask for a show of 

hands. All those in favor of the amendment, please raise your right 
hand. 

[Show of hands.]
Mr. HAMILTON. Those opposed likewise. 
[Show of hands.] 
Mr. HAMILTON. The vote is 7 to 3, and the amendment to the sub

stitute is adopted.
The vote now occurs on the substitute as amended. All in favor 

say "aye." 
[Chorus of "ayes."] 
Mr. HAMILTON. Opposed, "no." 
[Chorus of "noes."]
Mr. HAMILTON. The Chair is in doubt. I will ask for a show of 

hands. All in favor raise your right hand. 
[Show of hands.] 
Mr. HAMILTON. Opposed likewise. 
[Show of hands.]
Mr. HAMILTON. The vote is 6 to 4, the substitute is adopted.
Now we vote on the Smith/Siljander/Levine amendment as 

amended. All those in favor say "aye." 
[Chorus of "ayes."] 
Mr. HAMILTON. Opposed, "no." 
[Chorus of "noes."]
Mr. HAMILTON. The Chair is in doubt. We will have a show of 

hands. All in favor raise your right hand. 
[Show of hands.] 
Mr. HAMILTON. Those opposed likewise. 
[Show of hands.]
Mr. HAMILTON. The vote is 6 to 4, and the amendment is agreed 

to, as amended by the substitute. 

YEMEN PROGRAM 

The next item is on page 16, and it is the Yemen Arab Republic. 
The figures are the same as recommended by the administration. 

Mr. Lantos do you have a motion? 
Mr. LANTOS. I move that we adopt that section of the recommen

dations. 
Mr. HAMILTON. All those in favor say "aye." 
[Chorus of "ayes."] 
Mr. HAMILTON. Opposed, "no." 
[No response.] 
Mr. HAMILTON. The ayes have it and the recommendations are 

adopted. 
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AMENDMENT ON AID TO GREECE AND TURKEY 

The next section relates to Greece and Turkey. I have an amend
ment here. The clerk will distribute the amendment. 

We will have order please.
The proposal relates to the loan guarantees for Greece and 

Turkey. It specifies that $485 million is the FMS guarantees for 
Turkey and $500 million for the loan guarantees for Greece, to be 
available to Turkey and Greece respectively for 1984 and 1985.
However, funds beyond what they received in fiscal year 1983 will 
be available only if both countries meet the requirements set for 
them, and those requirements are discussed on page 2 of the 
amendment. It stipulates conditions that are to be met by Greek 
and Turkish governments in order to receive military assistance. 

I might say that the language here is similar to that in last 
year's foreign aid bill and is self explanatory. I have discussed it
with members of the subcommittee. I don't think that it is neces
sary to go into any further detail on it, unless there are questions 
or comments. Are there any such questions or comments? 

Mr. DYMALLY. I have a question. Do we have any language ad
dressing the presence of Turkey in Cyprus?

Mr. HAMILTON. Yes, there is language in the amendment that re
quires the certification from the President that the country of 
Turkey has taken steps to achieve a settlement and to include the 
withdrawal of foreign troops from the Republic of Cyprus. That 
language is spelled out on page 20 of the report.

Mr. DYMALLY. Thank you, Mr. Chairman. 
Mr. HAMILTON. Are there any further questions?
Mr. TORRICELLI. Mr. Chairman, I have only one. During our hear

ings, questions were raised about the human rights in Turkey, and 
we talked extensively about progress in getting out of Cyprus. I 
wanted to say that I have not seen any of the information that was
promised on the human rights record and those incarcerated on 
Turkey. This will be my last vote on behalf of further aid to
Turkey if, one, it does not become clear exactly what is happening
with the estimated 30,000 political prisoners; and, two, if after all 
these years of talking about progress in Cyprus, the talk doesn't 
stop and we start seeing some real progress.

The Congress has to draw the end of the line, and I think that it
is coming. Those who are concerned and want to see continued 
American assistance to Turkey should take note. 

Mr. HAMILTON. I appreciate the comments of the gentleman.
Are there any further comments. 
Mr. HAMILTON. I understand that we have not yet received from

the Department the answers that the gentleman from New Jersey
is seeking. I hope you will take note of that and get them to him 
right away, so that we can go to the full committee markup with 
that information available to us. 

Mr. Lantos. 
Mr. LANTOS. I move the adoption of the chairman's recommenda

tions. 
Mr. HAMILTON. All in favor say "aye."
[Chorus of "ayes."]
Mr. HAMILTON. Opposed, "no." 
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[No response.] 
Mr. HAMILTON. The ayes have it. The proposal is adopted. 

RECOMMENDATION FOR CYPRUS 

The next amendment relates to Cyprus. The recommendation 
here is for $15 nillion, which is the figure that we have had in the 
past. 

Mr. Lantos. 
Mr. LANTOS. Mr. Chairman, I move the approval of $15 million in 

aid to Cyprus.
Mr. HAMILTON. All in favor say "aye." 
[Chorus of "ayes."] 
Mr. HAMILTON. Opposed, "no." 
[No response.] 
Mr. HAMILTON. The ayes have it, the amendment is adopted. 

RECOMMENDATION FOR SPAIN 

We have to approve the figures for Spain. It is on page 26 of the 
report, ESF is $12 million, military aid FMS is $400 million and 
IMET is $3 million. 

Mr. Lantos. 
Mr. LANTOS. Mr. Chairman, I move approval of the recommenda

tion. 
Mr. HAMILTON. All in favor say "aye." 
[Chorus of "ayes."] 
Mr. HAMILTON. Opposed, "no." 
[No response.] 
Mr. HAMILTON. The ayes have it. The figures are adopted. 

RECOMMENDATION FOR PORTUGAL 

The next relates to Portugal. The figures are on page 27 of the 
report. The economic aid is $40 million, the military aid and loan 
guarantees is $45 million, MAP is $60 million, and IMET is $3 mil
lion. 

Mr. Lantos. 
Mr. LANTOS. Mr. Chairman, I move approval of the recommenda

tion. 
Mr. HAMILTON. All in favor of the motion say "aye." 
[Chorus of "ayes."] 
Mr. HAMILTON. Opposed, "no." 
[No response.] 
Mr. HAMILTON. The ayes have it. The figures are agreed to. 

RECOMMENDATION FOR ASHA 

The final amendment relates to the American schools and hospi
tals abroad. The subcommittee recommendation is for $30 million. I 
am sure that this amendment is familiar to members of the sub
committee. 

Mr. Lantos. 
Mr. LANTOS. Mr. Chairman, I muve that the recommendation be 

adopted. 
Mr. HAMILTON. All in favor say "aye." 
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[Chorus of "ayes."]
Mr. HAMILTON. Opposed, "no." 
[No response.]
Mr. HAMILTON. The ayes have it. It is adopted.
Are there any other amendments? 
Mr. LANTOS. I have a motion, Mr. Chairman. 
Mr. HAMILTON. The gentleman is recognized for his motion. 
Mr. LANTOS. Mr. Chairman, I would like to express, I hope on 

behalf of all the members of the subcommittee, our appreciation
for the fairness, the balance, the perspective, and the judgment
that you have demonstrated again in bringing these very complex
and difficult issues before the subcommittee. 

Mr. HAMILTON. Thank you very much. 
Mr. SMITH. Mr. Chairman. 
Mr. LANTOS. Mr. Chairman, I would like a vote on my motion. 
Mr. HAMILTON. All in favor say "aye."
[Chorus of "ayes."]
Mr. HAMILTON. Opposed, "no." 
[No response.]
Mr. HAMILTON. It is unanimous. [Laughter.]
Mr. SMITH. I appreciate the Chair's courtesy in the debate on

that amendment. I would just like to say, quite honestly, that I am 
a little disappointed in the fact that the amendment says that the 
moneys being appropriated may be used to finance weapon sys
tems, except for certification. 

I will be quite honest and candid and say that if the administra
tion comes in in the short term with a request for aircraft or 
weapon systems, which they indicated in writing at one point is 
lurking in this area, I will feel as malignant as I can toward the
proposal, and I will enlist every piece of aid I can get my hands on 
to make sure that that doesn't happen.

I don't want the adoption of that amendment to be a signal, and 
I would hope that this subcommittee did not adopt that amend
ment to be a positive signal to do now what the administration said 
it was not going to do before, but rather it will be viewed in the
spirit in which it was offered, and that was to make sure that 
nobody is rewarded for sound and fury signifying nothing whatso
ever. 

Thank you, Mr. Chairman. 
Mr. HAMILTON. Are there any further comments? 
[No response.]
Mr. HAMILTON. If not, the subcommittee's business is concluded 

and the subcommittee stands adjourned.
[Whereupon, at 3:50 p.m., the subcommittee adjourned.] 
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PREPARED STATEMENT OF HON. W. ANTOINETTE FORD, ASSISTANT AD-
MINISTRATOR, BUREAU FOR THE NEAR EAST, AGENCY FOR INTERNA-
TIONAL DEVELOPMENT 

Mr. C,,alrman and Members of the Comittee: 

I am pleased to be here today to support the President's request for
 

economic assistance for countries in the Near East relion. 
 et tb region as
 

a whole, the President is requesting $1,837 million, comprist,.of $1,803,
 

million for Economic Support Funds (ESF) and $34 million in Develop" 'ent
 

Assistance funds. 
Attached to this statement, which I am submitting for the
 

record, is a table which summarizes the Administration's request. Under a
 

separate appropriation, $284.8 million in Public Law 480 Titles I and II is
 

planned for countries in thieNear East.
 

Within the region, our request for countries in the Middle East includes
 

$1,585 million in Economic Support Funds and $34 million in Development
 

Assistance while our request for countries in Europe is in the amount of $218
 

million under the ESF.
 

THE MIDDLE EAST
 

The Administration's goal  as stated in the Presloent's initiative last
 

September - is to help bring a just and lasting peace to this crisis torn
 

area. 
 In this context, our economic assistance programs are designed to help
 

bolster the efforts of those governments which are undertaking major policy
 

risks on the road to peace by addressing some of tne pressing economic and
 

long term development problems which these countries face. 
Certain of our
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programs are directed at helping those countries in the region which provide
 

important access or transit facilities into the region for U.S. forces and
 

support their deployment in time of crisis to defend strategic U.S. in the
 

region. Through our support of long term economic and social development as
 

well as economic stabilization and emergency reconstruction efforts in
 

Lebanon, AID helps strengthen the perception that the U.S. is dedicated to the
 

security and economic well being of all friendly states in the area.
 

For fiscal year 1984, we are requesting $750 million under the Economic
 

Support Fund, the same level as in FY 1983. In addition, $267.5 million is
 

planned under PL 480 -- $250 million under Title I and $17.5 million under
 

Title Il. We are proposing that the resources to be made available under the
 

Economic Support Fund be provided as grants, as Congress has provided since FY
 

1981. PL 480 title I resources would be provided as loans payable over a
 

period of 40 years, including a ten year grace period. Interest on the loans
 

would be two percent during the grace period and three percent thereafter.
 

The program of economic assistance to Egypt which we are requesting for FY
 

1984 continues to be built around three central objectives: stability,
 

productivity, and equity. The main ccmponents of the Economic Support Fund
 

program are:
 

-- A $300 million Commodity Import Program to help assure the availability
 

of essential materials and capital goods for Egyptian industries and
 

development programs and consumer items needed by the populace.
 

-- $200 million to support the Government of Egypt's new and ambitious
 

five year plan for improving water and sewerage infrastructure,
 

oarticularly in the greater Cairo and Alexandria metropolitan area and in
 

the cities bordering the Suez Canal.
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$102 million in incremental funding for decentralization activities.
 
These funds will be allocated among the Basic Village Services, Provincial
 
Cities, Neighborhood Urban Services, and Decentralization Support Fund
 
sub-activities included in the Decentralization Sector Support program.
 

$45 million for industry in the form of additional credit, especially
 
medium and long term, for investment, and equipment to expand pollution
 

control in the Nile Valley and Delta areas.
 

$25 million to expand successful ongoing small farmer agricultural
 

credit and irrigation management projects.
 

$63 million to continue and expand ongoing health, population, and
 

education programs.
 

$10 million for technology transfer through an ongoing project in
 

energy policy and planning and renewable energy.
 

$5 million for a new project emphasizing long term workforce planning
 

and priority training.
 

The proposed FY lg84 program reflects a 
year of extensive discussions w 2,
 
the Egyptian government about the focus, structure, and flexibility of the
 
U.S. economic assistance program and the nature, timing, and pace of Egyptian
 
economic reforms. 
 The program responds to the priorities of the Government of 
Egypt's new five year plan and the Gover.ont's request that a larger share of
 
U.S. economic assistance planned for Egypt be concentrated in water and
 
sewerage infrastructure, agriculture, and innustry. 
 The proposed program
 
avoids investments in 
areas where they might negatively impact on 
the pace of
 

economic reforms.
 

Before proceeding to elaborate on the 
impact of our past assistance ano
 
our FY 1984 request Iwould like to comnent briefly on 
the current state of
 
the Egyptian economy and the economic measures 
oeing taken by ';he Egyptian
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In our Anril 1982 report on the Egyptian Economy and Debt
 government. 


Repayment Prospects we noted the downturn in world economic conditions and the
 

likely adverse effects this would have on the Egyptian 
economy. In light of
 

the expected continuation of these conditions, the report 
outlined policy
 

measures the government might consider to enable the economy 
to adjust without
 

The report suggested
detriment to the country's development program. 


to attract external capital
measures: 1) to encourage non-oil exports; 2) 


through exchange and interest rate adjustments; and 3) to lessen demand growth
 

by reducing budget deficits.
 

Our lztest report, submitted to the Congress in February 1983, confirms
 

that the adverse effects anticipated in our earlier report 
have in fact
 

occured. In contrast to the 27 percent average annual growth in
foreign
 

exchange earnings from 1976 to 1980, the value of both merchandise 
exports and
 

Lower foreign exchange earnings forced a
 service receipts declined in 1982. 


nominal decline in imports, especially capital equipment 
purchases. 
A
 

precipitous drop in imports and in consumption levels was avoided only by a
 

Despite lower imports, the current
decline in Egyptian import prices. 


account, balance of payments deficit is estimated by A.I.D. 
to have increased
 

by $1 billion to $3.5 billion. The overall deficit is thought to have
 

exceeded $1 billion and was financed largely by short-term 
borrowing. The
 

is not yet reflected in data on
 impact of the lower foreign trade level 


as domestic demand was sustained by a budget deficit
 domestic output, 


.. of gross domestic product in the Egyptian

equivalent to nearly 20 perc 


fiscal year 1981/82 and projected to exceed that in the 1982/83 fiscal year.
 

Budget deficits are fueled by extensive subsidies on food 
and other basic
 

goods, which absorb 30 percent of central government revenues. Domestic
 

energy prices, despite modest increases in 1982, remain 
low, representing on
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average only 20% of their international values, are resulting in capital and
 
energy intensive investments being favored over labor intensive industries
 
which would provide employment for Egypt's rapidly growing labor force.
 

Despite recent increases, farm gate prices remain too low to encourage the
 
farmer to take full advantage of 
new technologies which would significantly
 

increase his yields. 
 Imports now account for nearly 50% of Egypt's food
 
consumption. 
A policy framework which minimizes price distortions and leads
 
to competitive production for the domestic and export markets consistent with
 
Egypt's comparative advantage remains an essential requirement for
 

self-sustaining growth.
 

Over the past year we have had a series of discussions with Egyptian
 
officials on how ESF resources might be used to support important economic
 
reforms whic., the Government has determined are necessary. Discussions began
 
with the visit of President Mubarak in February 1982, continued during the
 
year with separate discussions of former Deputy Administrator Joseph Wheeler,
 
myself, and Administrator McPherson in Cairo, in addition to regular
 

consultations carried out by the Country Team in Egypt, and most recently with
 
the visit of President Mubarak and several of his key Ministers here in
 
Washington in January 1983. 
 These discussions have resulted ina clearer
 
understanding of the economic problems faced by the Egyptians.
 

President Mubarak has encouraged open discussions of econcmic issues and
 
the government is taking some 
steps to raise prices of highly subsidized
 

items, to allow interest rates 
and foreign exchange rates to more nearly
 
reflect market conditions, to encourage foreign investment, and 
to give more
 
attention to the productive sectors 
- agriculture and industry.
 

For eAampie, during the pd$s year:
 



-- 

-- 

428
 

-- Lentils, fava beans, margarine and soap were removed from the list of
 

commodities sold at subsidized prices;
 

a move
 -- Interest rates on Egyptian pound deposits were raised in 


designed to increase savings;
 

The range of consumer items imported by the Government at the
 

undervalued official foreign exchange rate for sale through government
 

stores was reduced;
 

and low and medium voltage business
 -- Electricity rates for residential 


average of 10 percent, and rates for two large
consumers were increased an 


industrial plants (aluminum and fertilizer), which together are
 

responsible for one-fifth of national electricity consumption, were
 

increased 50 and 60 percent respectively;
 

In the industrial sector, implementing regulations for a new companies'
 

This law extends to new Egyptian private sector
law were issued. 


investments the range of investment incentives available to Law 43 joint
 

venture undertakings. Together with other administrative changes, this
 

brought a notable increase in investment applications and approvals.
 

-- In the agricultural sector, the Government raised prices paid farmers
 

for wheat, rice, corn, fava beans, soybeans, sugar cane and cotton between
 

5 - 20 percent and consolidated research and extension functions as
 

recommended by both the BIFAD extension team and the Presidential Mission.
 

our report on the Egyptian Economy and Debt
Nevertheless, as elaborated in 


Repayment Prospects, much remains to be done to adjust to new economic
 

AID remains sensitive to and supportive of structural adjustment
conditions. 


For example, while we have an electricity generating project
requirements. 


(Ismailia Electric Power Plant) in the budget for FY 1983, we have not
 

The Egyptian Government
definitively decided to go forward with this project. 
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is currently reviewing its energy price policies. 
Until this process is
 
completed it is premature to speculate whether the resulting policies will
 
provide the appropriate framework for support of additional power investments.
 

In addition to recent agreement on areas of concentration of 
our
 

assistance, the past year has also produced 
some programmatic changes in
 
response to the Statement of Principles 
issued during President Mubarak's
 

February 1982 trip.
 

We are providing sector, rather that project, assistance whenever
 
appropriate (examples include the Decentralization Sector Support Program
 
in FY 1982 and a broad sector support program covering comprehensive
 

agricultural research and extension requirements planned for FY 1983);
 

-- Wa incrementally fund, rather than fully fund, projects whenever
 

possible to keep obligations more in line with the rate of expenditure of
 

a project;
 

Last year we began high level, bi-annual portfolio reviews with the
 

Egyptian government to help resolve implementation problems.
 
-- The Egyptian Government hds requesteo that as 
much as $450 million of
 

our assistance be allocated annually to the Commodity Import Program
 

(CIP). We are proposing a more modest level since about 
two-thirds of our
 
assistance already is provideo in quick disbursing forms (e.g. CIP and
 
PL-480 Title I programs) which support balance of payments objectives. We
 
agree with the conclusion of this subcommittee's staff trip report that
 
the CIP should not be allowed to dominate the program at the expense of
 

other worthwhile economic and social development investments.
 

I will turn now more directly to the progress of our AID program.
 

In spite of the fact that last year I predicted expenditures would exceed
 
new obligations 
In FY 1982, and that didn't happen, I believe that the
 

pipeline has now peaked at 
$2.7 billion.
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As I related in my October 29, 1982 letter to this Subcommittee, FY 1982
 

was a disappointing year in terms of expenditures. CIP expenditures in FY
 

1982 were $140 million below their level in FY 1981, primarily because of
 

negotiations with the Egyptian government on credit term policies. I believe
 

the changes made as a result of these discussions were worth the temporary
 

delay in disbursements. While project expenditures reached a new high in FY
 

1982, $355 million, we had hoped for even more. The uncertain environment
 

following Fresident Sadat's assassination and successive changes in the
 

Cabinet slowed decision making in the Egyptian bureacracy and, therefore, the
 

rate of implementation.
 

We project that in FY 1983, expenditures will reach $867 million and
 

exceed new obligations for the first time. I accept that this target sounds
 

high. However we have made a special effort to assure that the expenditure
 

projections are realistic. Barring a calamity, we should be close to the
 

target level. In fact, expenditures during the first quarter of FY 1983 were
 

$216 million, right on target.
 

As members of this comittee and its staff can corroborate from their
 

recent trips to Egypt, many of our large construction projects are now under
 

full implementation after years of planning and design. I am pleased to
 

announce that since your visits in November 1982, U.S. contractors now are
 

mobilizing in Cairo to carry out two additional major construction jobs under
 

the Cairo Water and Cairo Sewerage programs.
 

Indeed a number of our capital ano technical assistance projects are
 

completed or nearing completion, making the impact of U.S. assistance
 

increasingly widespread and visible to the average Egyptian. Other continuing
 

projects are already producing important results. A short list of these
 

activities includes the following:
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The steam power facility at Ismailia is nearing completion and will add
 

another 450 megawatts. 
The first unit start-up is scheduled for early
 

1983, with the second in mid 1983, and the third in mid 1984. 
 This
 
project is 
on target and on budget. 
 Two gas turbine stations were
 
previously completed in the industrial areas of Helwan and Talkha which
 

added three hundred megawatts of power to the grid.
 

A $100 million project to construct the Suez Cement Company plant,
 

capable of producing d million tons 
of cement a year, should begin
 

production in mid-1983. 
A second plant at Quattimaya, ($95 million)
 

should be completed one year later.
 

Construction and computer installation of 
the new, fully automated
 
National Energy Control Center at Embaba ($43.5 million) was 
completed in
 
mid 1982. 
Final hook-up to the national grid is underway.
 

Since 1980 nearly $80 million in ESF grant funds plus $45 million in
 
Title III funds have been disbursed for activities in the Decentralization
 

Sector Support program. 
More than 1900 water, sewerage and other service
 

activities have been completed or are well underway 
in nine rural
 

governorates and 
five urban centers. The program will expand 
to 21 rural
 
governorates during 1983. 
 Decentralization activities also 
are spurring
 

new or expanded private sector contracting and service activities.
 
-- A program to rehabilitate irrigation canals through provision of canal
 

maintenance equipment ($19 million) is nearing completion. 
 All equipment
 

is under procureme.it, and the hydraulic dredge maintenance equipment has
 
arrived in country and is in 
use. 
 Delivery of all equipment is expected
 

to be completed by .une 30, 1983.
 

-- Significant yield increases have been achieved in field triils of the
 
$47 million Major Cereals project during the 1981/82 crop 
seasons. 5,742
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farmers working on 6,021 feddans produced an average 2.46 MT of wheat per
 

feddan (about one acre), 47.3% higher than nearby controlled plots and 60%
 

higher than the national average. Maize demonstration plots on 6,000
 

feddans yielded an average 2.93 MT per feddan, 52 higher than controlled
 

plots and 60% above the national average. Sorghum demonstration plots on
 

500 feddans yielded an average 2.66 MT per feddan, 64% above control group
 

plots. Soybean demonstration plots on 2,000 feddans yielded an average
 

1.49 KT per feddan, 27% greater than those plots in the control group.
 

-- A careful blend of farm management and credit practices in the Small
 

Farmer Production Project has resulted in tomato yield increases from 6 MT
 

° 
a feddi to 14 to 22 MT per feddan in Sharkiya Governorate. Pest control
 

efforts on eggplants &re yielding increases of 35%. The GOE has waived
 

production quotas and mandatory cropping patterns for farmers
 

participating in this project. The resulting significant production
 

increases realized by participating farmers are providing an opportunity
 

for the government to gauge the serious disincentives to agricultural
 

production posed by present price policies and production controls. In
 

achieving these results, participating farmers have been willing to pay
 

the substantially higher credit interest rates called for in this project
 

(8%versus 4% in Government controlled quota and mzndatory cropping
 

pattern programs).
 

Other bright spots include:
 

-- the rapid take-off of our Basic Education program, which is expanding
 

access to primary schooling, particularly for females in rural areas.
 

Begun in August 1981, 1100 classrooms have been put to bid, actual
 

construction begun on 717, and the first 18 classrooms (2 schools) were
 

completed in December 1982. We'd like to note that we are supplying
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practical instructional materials to these and other primary schools
 

through the CIP;
 

-- the Peace Fellowship program, after somewhat of a slow start, which is
 

now in full swing with 704 participants currently enrolled in
 

post-graduate programs in the United States; and
 

the family planning program which is very active in both governmental
 

and private sectors, and which has received public support 
from President
 

Mubarak. There is some uncertainty about what precisely is happening to
 

the rate of population growth: 
 the Egyptian government recently announced
 

that population growth declined from nearly 3% in 1980 to 2.54% In 1982
 

while other non-Egyptian agencies are estimating a less rapid decline.
 

However, after several years of increasing population growth rates, the
 

trend is clearly one of slower growth rates.
 

Progress in certain other areas has been less than we or the Egyptian
 

Government had hoped. 
The Helwan Housing project continues to be marked by
 

slow progress due to a 
variety of factors including troublesome soil
 

conditions and 
inadequate Egyptian project management. Certain complex
 

construction projects, inparticular those involving grain silos and water and
 

sewerage infrastructure, have been confronted with contractor coordination and
 

manpower availability Issues. 
 To alleviate these problems, greater use 
of
 

turnkey contracts with U.S. construction firms is being utilized. 
 Three large
 

projects receiving funding in FY 1982, organized on a turnkey basis, were the
 
Rehabilitation of Aswan Turbines, Grain Silos II, and Cairo Water activities.
 

Another area where progress has been far more 
limited than desirable is
 

our private sector portfolio. 
 The Private Investment Encouragement Fund,
 

provided for In 1979, is still 
not operational. Expenditures under the
 
Development Inaustrial Bank project have lagged behind expectations. However,
 

the private sector program has recently shown signs of renewed vitality.
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The Private Sector Feasibility Studies project finally is moving forward
 

due to the interest in promoting foreign investment shown by the new Minister
 

of Investment and International Cooperation. After only a couple of months in
 

office Minister Shindy has effectively gotten this activity on track. Of the
 

thirty-seven investor applications for cost sharing that have been received,
 

decisions have now been made on thirty-five. Our Mission is working closely
 

with Minister Shindy on ways to invigorate other existing projects and to
 

structure a more effective private sector program.
 

In conclusion, we believe that the economic assistance program to Egypt is
 

Most projects have moved into full-scale implementation. Intensive
maturing. 


We are more
mangement attention is being devoted to those that are not. 


attune to Egyptian priorities Lnd requirements. Our Egyptian colleagues have
 

become more familiar with AID procedures and limitations. Discussions over
 

the past year have resulted in a strengthened partnership and a renewed
 

conviction that the economic assistance program to Egypt is improving the
 

lives of large segments of the Egyptian popoilace.
 

Israel
 

Our fiscal year 1984 request is for $785 million in grants from the
 

This is the same level Israel has received in previous
Economic Support Fund. 


years. ESF resources combined with the proposed FMS program is a strong
 

which is intended to provide
demonstration of U.S. support for Israel and one 


Israel the security needed to take the risks associated with further steps
 

As in the past, the ESF cash transfer
toward peace in the Middle East. 


it will continue
program will be implemented on the assurance from Israel that 


to import non-defense goods from the U.S. in amount at least equal to the
an 


cash transfer level and that Israel will follow agreed procedures for
 

These procedures were developed
selecting dry bulk carriers to ship grain. 


with a view toward assuring a share of the market for U.S. flag carriers.
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Israeli economic performance in 1982 was somewhat disappointing. High
 
defense expenditures, continued efforts to maintain a 
high level of social
 
services and economic security while avoiding any increase in unemployment and
 
the prolonged recession in Western Europe and North America were major causal
 
factors. While final 
statistics are not available, it appears that economic
 
growth stagnated in 1982 in contrast to a real growth rate of 4.6% in 1981.
 
However, per capita domestic consumption grew by 7%. The inflation rate
 
increased to 131.5% compared to 101.5% in 1981 
and a record 
rate of 132.9% in
 
1980. Exports declined by 7% while imports grew. 
The non-defense goods and
 
services deficit for 1982 was probably in the range of $2.5 to $2.8 billion in
 
comparison to 
a $2.2 billion level for 1981. 
 However, since Israel's foreign
 
exchange reserves at the end of December 1982 increased by $294 million from a
 
year earlier, it is clear that net capital 
inflows --
foreign investment,
 
commercial borrowing and aid 
 were more than sufficient to finance the
 
current account deficit and the amortization of Israel's external debt.
 

The net 
impact of the war in Lebanon on Israel's overall economic
 

performance is not expected to be large. 
 Of course, the conflict did entail
 
expenditures which had not been foreseen. 
 These are estimated to have been in
 
excess of 11 'ijlion. However, the Government responded by taking a 
number of
 
measures which were designed to generate additional revenues and 
to spread the
 

cost of the war over a three year period.
 

Despite economic policy reforms adopted in 1982 and prior years, Israel's
 
basic economic problems continue. These problems are 
triple digit inflation
 
and aisequilibrium in the balance of payments. 
 The challange is to resolve
 
these problems without sacrificing the economic well-being of the Israeli
 

people as reflected in the high level 
of social and economic development of
 
the country and a low rate of unemployment. Achievement of these objectives
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requires continued priority to export expansion while holding growth in
 

domestic demand to moderate levels, constraints on monetary expansion and
 

careful scheduling of military equipment purchases so that they do not unduly
 

exacerbate existing economic pressures. Given realistic economic policies,
 

the anticipated economic upturn in Western Europe and North America, and
 

continued support from private donors and the U.S. Government, the Israeli
 

economy should remain viable and dynamic.
 

Based upon on current circumstances, it is the Administration's view that
 

the proposed aid level and terms are adequate to meet Israel's requirerents
 

without creating the need for unduly burdensome economic adjustments in Israel
 

and without leading to a serious debt problem.
 

Jordan
 

In fiscal year 1984 we are requesting $20 million under the Economic
 

Support Fund for Jordan, of which $7 million will be repayable loans with
 

maturities of 20 years, a five year grace period, and five percent interest.
 

These resoi~rces will be used to support priority development programs ina
 

country which plays a moderating role in the Arab world and which has been
 

positive in its response to President Reagan's September 1, 1982 peace
 

initiative. While Jordan's level of per capita income ($1600 per year) places
 

It in the ranks of middle income countries, its need for external resources is
 

greater now than a year ago. Jordan continues to be highly dependent upon
 

foreign assistance to finance its ambitious development plans and with the
 

sluggish demand for and declining prices of oil, some Arab donors have slowed
 

or reduced their assistance to Jordan. Remittances from Jordanian workers
 

abroad have also begun to level off. Through 1981 Jordan was maintaining an
 

overall balance of payasnts surplus and eApansion of gross uomestic product
 

was an impressive 7.6 percent. With meager natural resources, Jordan's
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successes are attributed to government policies which encourage a 
dynamic
 
private sector and to a 
skilled and hard working labor force.
 

The fiscal year 1984 program will continue the transition begin in 1982
 
away from capital infrastructure projects toward technical assistance and
 
technology transfer projects which stress institution building as the best
 
means to make a qualitative American impact with a 
relatively small assistance
 
program. 
 A.I.D. assistance will help create Jordanian capacities to provide
 
safe water and controlled sewerage to growing urban populations while
 
exploiting and conserving its very scarce water resources; substantially
 
increase crop productivity on irrigated farmlands; simultaneously attack the
 
health problms of mothers and children while increasing public awareness of
 
Jordan's overriding population growth problem; promote the transfer of
 
appropriate technology; and launch a new in-country program to accelerate the
 
development of critically scarce management skills.
 

Lebanon
 
A.I.D. isdeeply engaged ina reconstruction effort instrife-torn Lebanon
 

but because the requirements must be met on an urgent basis, funding was
 
requested inthe form of a 
fiscal year 1983 supplemental. Itisimportant for
 
the U.S. to be able to make a 
tangible demonstration of its commitment to
 
Lebanon's reconstruction and, thereby, help galvanize the support of European
 
and Arab donors as 
well as multilateral institutions. 
 For these reasons,
 
program requirements which might have been requested inthe fiscal year 1984
 
budget have been covered by the special supplemental request.
 

Oman
 
Infiscal year 1984 we are requesting $15 million under the Economic
 

Support Fund for Oman of 4hich $5million would be 
inthe form of grants and
 
$10 million inloans. 
 The loan funds are repayaole intwenty years with a
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five year grace period and five percent interest per annum. In 1980 the
 

United States agreed to establish a Joint Commission with Oman through which
 

modest levels of economic assistance would be channeled to respond to the
 

Omani desire to broaden our bilateral relationship beyond mutual security
 

Oman's high per capita income is based almost entirely
concerns in the area. 


on its oil wealth and obscures the fact that the overall level of economic
 

development is low. The modernization process is only a little more than a
 

decade old and the country has spent large sums of money on creating the basic
 

physical infrastructure upon which to launch effective development programs.
 

Oman will require technical assistance for many years to implement development
 

programs which will meet the needs of its people.
 

The fiscal year 1984 grant funds will support the work of the Joint
 

Commission -- now staffed and operational -- feasibility studies and technical
 

assistance including further support for the fisheries and participant
 

training projects, the former which began in fiscal year 1982 and the latter
 

which is expected to begin in fiscal year 1983. The $10 million loan may be
 

useJ to support the further expansion of the schools construction project
 

which the Joint Commission intends to initiate in fiscal year 1983.
 

Yemen Arab Republic
 

We are requesting $28 million Development Assistance grants for Yemen in
 

fiscal year 1984 and, under a separate appropriation, $3 million in PL 480
 

Title I to finance wheat flour imports.
 

Despite several years of rapid domestic economic growth Yemen still ranks
 

as one of the world's poor countries, particularly in terms of quality of life
 

indicators. Beginning in the latter half of the 1970s real gross domestic
 

product expanded at a rate between 8-10 percent per annu.m, fueled primarily by
 

the growth of remittances from Yemenis working abroad and foreign assistance,
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principally from Arab donors. 
While the figures are not entirely reliable, it
 
is clear that the trend in working remittances and Arab assistance donor
 
assistance is generally down. 
 Some estimates would have remittances declining
 

from a high of about $1.5 billion in 1979 to 
as low $700 million in 1982.
 
These economic trends coupled with a growing trade deficit and devastating
 

earthquake on December 13, 
1982 in Ohamar Province -- which reportedly killed
 
or injured 5000 people and left up 
to 400,000 homeless -- strongly suggest
 
that the Government of Yemen will 
not be able to implement its ambitious
 

development schemes as previously planned.
 

Aside from some agricultural potential Yemen's natural 
resources are
 
meager. Yet there is a reasonable prospect that by building up the physical
 
infrastructure, creating institutions, mobilizing its human 
resources and
 

further encouraging a dynamic priiate sector that it will 
be possible to
 
achieve substantial improvements in the quality of life for Yemeni 
citizens.
 

In this context the A.I.D. strategy places particular emphasis on
 
institutional development, human resource mobilization and appropriate
 

technology transfer while other donors, particularly the Arabs, emphasize
 

capital intensive construction. 
 Our strategy ismanifest in our portfolio of
 
projects which address a wide range of agricultural problems, through a long
 
term, U.S. University, Title XII endeavor with the Ministry of Agriculture; a
 
similar collaborative assistance project in education which will improve
 

primary education and teacher preparation; and a 
broad based participant
 

training project to introduce needed technical and managerial skills into
 
governmental and private institutions. The portfolio also includes
 

significant projects addressing health service delivery in the Tihama, the
 

poorest area of the country, village based development activities 
 -
particularly water supply projects, and 
a new effort to train health care
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workers in family planning education. All elements of the A.I.D. program are
 

heavily laden with the technical assistance and training which will help Yemen
 

to achieve productive growth, increase employment and income, and address some
 

of the basic needs of its people particularly in the areas of education and
 

health.
 

Regional Activities
 

In addition to these country programs we are requesting $6 million in
 

Development Assistance grant funds and $15 million in grants under the
 

Economic Support Fund for projects which primarily impact on the Middle East.
 

The Development Assistance grants will finance the continuing scholarship
 

program at the American University of Beirut ($3 million) which will cuver the
 

full financing of 50 new students, project design and evaluation work (about
 

$1 million) for Middle East development assistance programs, and five
 

These include family planning
continuing projects (about $2 million). 


activities In those countries which do not have bilateral population programs,
 

the National Technical Information Service project, a project to stimulate
 

private enterprise development, a program of small projects in collaboration
 

with the Peace Corps, and technical assistance to the Arab Center for the
 

Study of Arid Zone and Drylands.
 

Our request under the Economic Support Fund will sustain our development
 

efforts in the West Bank and Gaza ($7 million) which are implemented by
 

American voluntary agencies and address needs in the areas of vocational and
 

higher education, community development, land reclamation, improved water
 

storage and agricultural cooperative marketing, etc. In addition, $7 million
 

is requested to finance cooperative scientific, technical and other activities
 

of mutual interest to Israel and its Arab neighbors and $1 million is required
 

for project development aiadsupport activities, primarily project design and
 

evaluation services, related to the development of ESF country programs.
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EUROPE 

For fiscal year 1984 we are requesting $218 million under the Economic
 

Support Fund to address critical economic and security needs in Turkey and
 

Portugal and to continue the scholarship program in Cyprus.
 

Turkey
 
We are requesting $175 million to continue support of Turkey's economic
 

stabilization program. 
 We plan to provide the assistance in the form of a
 

$100 million grant and $75 million lodn, repayable in 20 years with a 5 year
 

grace period on repayment of principal and 5 percent Interest throughout. We
 

expect other OECD donors and Aab nations to provide assistance as well. The
 

Turkish government continues to show political courage in Implementing its
 

comprehensive and well-conceived economic reform program. 
 It still needs and
 

deserves the support of its allies and friends. We will do what we can to
 

encourage this support.
 

The Turkish government put into place a well-conceived and far-reaching
 

economic reform program in January 1980. 
 Its major features have remained
 

intact and include the maintenance of a realistic foreign exchange rate;
 

elimination of government subsidies to cover operating losses of most State
 

Economic Enterprises; fiscal, monetary and wage restraint; elimination of most
 

price and interest rate controls; and liberalization of the foreign investment
 

regime.
 

Turkey's performance through 
1982 provides strong evidence that the 
new
 

policies have taken hold. Wholesale prices, which doubled in 1980, increased
 

by only 25 percent In 1981 and probably by only 23% for 1982. GNP has
 

maintained a constant annual real growth rate of 4.5% for the past two years
 

18-551 o-M--30 
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compared to absolute declines in 1979 and 1980. Exports surged in 1981 and
 

were up an additional 15-25% In 1982. This coupled with a leveling off in
 

paynents for imports led to further improvement in the trade balance. The
 

current account deficit declined from about $3.2 billion in 1980 to $2.1
 

billion in 1981 and will probably be about half that in 1982.
 

Turkish dependence on concessional assistance is not as great as it has
 

been in recent years. Our fiscal year 1984 budget request reflects this
 

fact. In our view it would be a mistake to reduce economic assistance
 

further. Turkey is entering a critical period when interest and principal
 

obligations on outstanding debt will rise as the relief provided by recent
 

debt reschedulings diminishes. Balance of payments deficits on current
 

account are likely for the next few years. Although the likely levels are
 

smaller than those of recent years, there is still considerable doubt that the
 

private commercial market will provide all of the financing necessary.
 

Portugal
 

We are requesting $40 million in fiscal year 1984 under the Economic
 

Support Fund for Portugal. The United States and Portugal have initiated
 

discussions concerning a new security cooperation agreement. We anticipate
 

that a cash transfer in the amount of $40 million will be required in FY 1984
 

in connection with the new understanding. As in the past, the Government of
 

Portugal is very likely to use the transfer to advance the economic and social
 

development of the Azores and might also allocate a small amount to establish
 

a Luso-American Development Foundation whose purpose will oe to sustain
 

technical cooperation and exchange between our two countries.
 

The Committee may be interested to learn that the earlier technical
 

assistance and earthquake reconstruction efforts are largely completed and the
 

USAID stafl is being phased down to only one AID officer by the end of FY 83.
 

Since 1975 A.I.D. has helped in the resettlement of refugees from Africa,
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provided loans for social infrastructure (particularly schools and rural
 

health centers), and made a $300 million loan to Portugal for economic
 

stabilization as 
part of a highly successful multilateral stabilization
 

program. A.I.D. has also provided housing guarantees to address the critical
 

housing shvrtage and helped with reconstruction following the 1980 earthquake
 

in the Azores.
 

Cyprus
 

In fiscal year 1984 we are requesting $3 million in grants under the
 

Economic Support Fund for the scholarship program. The program began inFY
 

1982 after lengthy negotiations with the planning officials in both Cypriot
 

communities. 
 The program is administered jointly by Amerian-Mideast
 

Educational and Training Services and the Fulbright Commission. The first
 

group of stuaents entered U.S. institutions in the fall of 1982 and selection
 

and placement is currently underway for the next group for the fall of 1983.
 

No funding is requested for the United Nations High Commission tur
 

Refugees (UNHCR) since the objectives of the programs administered by this
 

Agency have been achieved.
 

Thank you Mr. Chairman, I would be pleased to answer any questions you and
 

members of the Committee may have.
 

Attachment
 



- -

MIDDLE EAST 

Fgypt ESF 
Israel ESF 
Jordan ESF 
Lebanon ESF 
Oman ESF 
Yemen DA 
DA Regional Activities 

ESF Regional Activites 


(Reg. Cooperation) 

(West Bank/Gaza) 


(Project Dev./Support) 


Sub-Total Middle East 

ESF 

DA 


EUROPE
 

Cyprus ESF 

Poland ESF 

Portugal ESF 

Turkey ESF 


Sub-Total Europe 

ESF 


NEAR EAST TOTAL 

ESF 

DA 


444 

NEAR EAST
 
PROGRAM SUMMARY
 

(inmillions of dollars)
 

FY 1982 

Actual 


771.0 

806.0 

15.0 

6.0 

15.0 

23.3 

4.4 


11.1 

(4.1) 

(6.0) 

(1.0) 


1,651.8 

1,624.1 


27.7 


15.0 

5.0 


20.0 

300.0 


340.0 

340.0 


1,991.8 

1,964.1 


27.7 


FY 1983 FY 1984
 
Estimated Proposed
 

750.0 750.0
 
785.0 785.0
 
20.0 20.0
 
150.001/ 
15.0 15.0
 
28.1 28.0
 
5.2 6.0
 

15.0 21 15.0
 
(7.5) (7.0)
 
(6.5) (7.0)
 
(1.0) (1.0)
 

1,768.3 1,619.0
 
1,735.0 1,585.0
 

33.3 34.0
 

15.0 ./ 3.0
 

20.0 40.0
 
300.0 1/ 175.0
 

335.0 218.0
 
335.0 218.0
 

2,103.3 1,837.0
 
2,070.0 1.803.0
 

33.3 34.0
 

I/ Supplemental appropriation covering FY 1983 and 1984
 
2/ Includes $2.5 million supplemental request
 
5/ Includes $10 million supplemental request

W/ Includes $55 million supplemental request
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ECONOMY AND DEBT REPAYMENT PROSPECTS, 
SUBMITTED BY THE U.S. AGENCY FOR INTERNATIONAL DE'IELOP-
MENT 

REPORT ON THE ISRAELI 

The Honorable Lee H. Hamilton 
Chairman, Subconmittee 

on Europe and the Middle East 
Conmittee on Foreign Affairs 
House of Representatives 
Washington, D.C. 20515 

Dear Mr. Chairman: 

As required by Section 723 of the International Security and Devel
opment Cooperation Act of 1981, 1 am pleased to transmit a report 
on economic conditions in Israel and the capacity of that country to 
service its foreign debt. 

Sincerely yours, 

iZ elE. Denning 
Office of Legislative Affairs 

Enclosure
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REPORT ON THE ISRAELI ECONOMY
 

AND DEBT REPAYMENT PROSPECTS
 

I.Introduction and Summary
 

This is the fourth annual report on this subject. As discussed
 

in the previous reports, Israel's economic achievements since 1948
 

are remarkable, espe(:ially in view of its limited natural resource
 

endowment. Exports, in current dollars, have increased at an
 

averagc annual ratL of 18 percent in the past 25 years, resulting in
 

the doubling of exports every four to five years. There has also
 

t-en substantial growth in per capita income with an average annual
 

per capita real Gross National Product (GNP) growth rate of 3.8
 

percent for the period 1960 to 1980; thus real per capita income
 

approximately doubled during this 20 year period and reached a level
 

of about $5,200 in 1981. Imports also continued to increase but at
 

a lower average rate than exports. There has been a relative
 

improvement in the balance of payments during the recenL years as
 

the non-defense trade (goods and services) deficit for 1981 of $2.2
 

billion is no larger in nominal terms than in 1975, which results in
 

a decline in the real economic burden of the deficit. Israel's
 

foreign debt has Grown substantially since 1973 but remains within
 

its capacity to service.
 



447 

In 1973 there was an economic watershed for Israel as a
 

consequence of the Arab-Israeli War which coincided with a 
sharp
 

accelerttion of price inflation worldwide, particularly for
 

petroleum products, and a worldwide recession. These new
 

circumstances required a reorientation of economic policies to deal
 

with high inflation and slow growth in the West. Under the
 

circumstances of the mid and late 1970s, Israel had to shift to
 

slower growth inorder to contain balance of payments and debt
 

related problems. The particular circumstances which have affected
 

Israel's economic choices particularly in the post-1973 period are:
 

1. National defense and the deterrence of potential
 

aggressors continues to be a 
major concern which requires the
 

diversion of large manpower and capital 
resources from productive
 

economic activities (although defense related production has emerged
 

as a major growth sector). In 1981, Israel allocated approximately
 

one quarter of its Gross National Product (GNP) and 15 percent of
 

its total available resourcesl/ to defense consumption.
 

1/Total available resources isdefined 
as Gross Domestic Product
 

plus imports.
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2. Oil imports require substantial foreign exchange
 

resources. In 1981, oil imports amounted to $2,048 million, or 18
 

percent of total foreign exchange earnings from goods and services
 

exports. While Israel is certainly not unique with respect to the
 

burden of paying for imported oil, this burden is in part a result
 

of Israel's return of the Sinai oil fields to Egypt in support of
 

the desire to achieve peace with Egypt. (The Sinai oil fields
 

supplied about 25 percent of Israel's requirements). The apparent
 

trend of oil prices stablizing and perhaps even declining in the
 

near term will have a favorable impact on the balance of payments.
 

3. The cost of redeploying military installations
 

and forces from the Sinai were also substantial. While a sizable
 

portion of those costs were offset by U.S. Government assistance
 

($2.4 billion in FMS credits and $800 million in grants) Israel's
 

outlays from its own resources will be substantial.
 

The United States has evaluated these requirements
 

and taken them fully into account in determining appropriate
 

assistance levels. Our economic and military assistance have
 

enabled Israel to finance the military imports, fuel and other
 

civilian imports it needs without having to rely unduly on higher
 

cost commercial borrowing, drawing down foreign exchange reserves
 

and without arastically constraining the growth of the economy or
 

causing a depression.
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During 1982, Israel 
was faced with two added factors with
 

economic implications:
 

1. 	The continuing recession in the United States and
 

Western European countries, Israel's main trading partners, appears
 

finally to be impacting on export performance. Incontrast to the
 

buoyant export performance of 1980 and 1981, exports for the first
 

ten months of 1982 are 6 percent below the same period for 1981.
 

2. The military campaign inLebanon has had 
some
 

economic consequences, although the costs are preliminarly estimated
 

substantially below those of the Yom Kipper War. 
The estimates of
 

total direct and indirect costs2/ range between $1.2 billion and
 

$1.4 billion (of which less than 30 percent is estimated as foreign
 

exchange costs). 
 Israel plans to spread the bulk of this financial
 

burden over three years (1982-1984).
 

In the pre-1973 period Israel managed its economy ina 
way
 

which facilitated relatively rapid growth and a high degree of
 

social welfare without undue dependence on assistance from abroad.
 

2/ 	Indirect costs include the loss of production, exports and
 

tourism resulting from the campaign.
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More recently, economic growth slowed, inflation and balance of
 

payments deficits became major concerns, and dependence on U.S.
 

Government assistance grew. In order to recreate a viable economy
 

under current circumstances, Israel must:
 

A) give priority to export expansion, while holding
 

growth in domestic demand to moderate levels,
 

B) constrain the rate of expansion in liquidity in
 

order to reduce infiationary pressures and make progress in reducing
 

inflation below the three digit levels of the past several years, and
 

C) pay careful attention to the burden of defense
 

and schedule military equipment purchases so that they do not unduly
 

exacerbate existing economic pressures.
 

As pointed out in the three previous reports, the overall
 

success of Israeli efforts will be affected by events outside the
 

control of Israeli policy makers. For example, reestablishment of
 

balance of payments equilibrium depends on recovery of the economies
 

of Western Europe and the United States, and on the absence of
 

further unforeseen setbacks to the Israeli economy. U.S. policy
 

with respect to assistance levels and terms will continue to take
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into account not only the overall economic condition of Israel but
 

also the global economic milieu as 
it affects Israel's
 

requirements. Based on 
the current circumstances, as described in
 

this report, it is 
our opinion that the current and proposed aid
 

lcvels and terms are 
adequate to meet Israel's requirements without
 

creating the need for burdensome economic policies and without
 

leading to a serious debt problem.
 

II. Economic Developments in 1981 and 1982
 

A. 1981
 

Early in 1981 the Government of Israel 
adopted several measures
 

which while printarily designed to reduce inflation below the 
three
 

digit level 
also had the effect of stimulating economic growth.
 

This was a transition period that indicated a change from the
 

"austerity program" which had been the major economic thene since
 

1979. 
 The major economic policies adopteo early in 1981 
included:
 

a) reduction in the indirect taxes on 
a number of
 

consumer goods, especially durables,
 

b) moderation in Government controlled price
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increases. This also resulted in increases in the subsidy element
 

for subsidized items such as dairy products, bread, meat, fuel and
 

public transportation,
 

c) adjustments in income tax schedules to reverse
 

increases in tax rates caused by inflationary bracket creep, thus
 

increasing the disposable income of middle income Israelis,
 

d) reduction in income tax rates for off-hour
 

shifts, and
 

e) introduction of more attractive cost-of-living
 

indexed savings schemes which guaranteed a positive rate of return
 

of 5 percent annually on funds deposited for two years.
 

The annual statistics for 1981 seem to indicate that the
 

policies have had the intended effects, at least in the short term.
 

The GNP growth rate was 4.6 percent for 1981 incomparison to the
 

2.7 percent annual average for 1975-1980. The consumer price index
 

rose by 101 percent in 1981, still very high, but a major reduction
 

from the 133 percent increase in 1980.
 

All major components of GNP showed significant real growth.
 

Private per capita consumption increased by 8.5 percent as a result
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of increases inreal wages and increased subsidies. Public
 

consumption grew by 7.5 percent, 
as a result primarily of increased
 

military consumption which increased by 11percent. 
The increase in
 

military consumption was 
led by a 29 percent nominal increase in
 

defense imports. Gross total investment declined by I percent in
 

contrast to a 17 percent decline in 1980. 
 Gross fixed investment
 

increased by 2 percent and investment in fixed assets other than
 

housing grew by over 4 percent. This marks a turnaround from the
 

1974-1980 period when investments in non-housing fixed assets
 

declined by over 20 percent cumulatively. Exports of goods and
 

services increased nominally indollar 
terms by 7 percent over 1980
 

despite the continued slow down in Western Europe. 
On the other
 

hand, unemployment increased somewhat from 4.8 percent in 1980 to
 

5.1 percent in 1981.
 

While the short term effects of the policies adopted at the
 

beginning of 1981 were favorable with respect to growth and
 

inflation, as evidenced by the annual 
statistics, the longer term
 

impacts as revealed by the trends developing throughout the year,
 

seem to be less certain. The efforts to hold down prices subject to
 

Government control moderated the increase in the cost of living
 

index and thus the cost of living adjustments to wages and welfare
 

payments. On the other hand larger Government subsidies and reduced
 

consumption and income taxes stimulated private consumption and led
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to increases in the money supply to fund the growing fiscal deficits
 

thus leading to re~wed inflationary and balance of payments
 

pressures.
 

The effect of the subsidies and tax reductions on consumption
 

were somewhat moderated by the introduction of new, more attractive
 

price index linked savings instruments ohich helped maintain high
 

savings levels. In addition, the stock and bond markets remained
 

popular as good hedges against inflation. Nevertheless, the new
 

savings instruments were only available for a few months ano the
 

large increase in private consumption recorded for the year seems to
 

suggest the Israelis rearranged their investment portfolios to take
 

advantage of the new instruments rather than suostitute savings for
 

consumption.
 

The unavoioable result of the package of policies introduced in
 

early 1981 was a growing government deficit which had to be financed
 

by inflationary increases in the money supply or by crowding out
 

private zorro.ing in the credit markets3/. The data indicate that
 

3/ 	Triple digit inflation and the uncertainty which it engenders
 

for private investors are factors onich also cause investors
 

to limit borrowing.
 



455
 

early in 1981 Government infusion of liquidity dropped and even
 

turned negative inApril, but accelerated as needs increased over
 

the year to finance the growing budget deficit. As a result of a 23
 

percent real increase inGovernment spending in Israel Fiscal 
Year
 

1981 the budget deficit reached $2.7 billion compared to $765
 

million inFiscal Year 1980. 
 The rate of inflation accelerated in
 

the second half of the year, reaching 150 to 175 percent on 
an
 

annualized basis during September and October. 
With increased
 

subsidies on Government controlled goods in 1981 the rate of
 

increase in the consumer price index dropped again and the average
 

rate of increase for the year was contained to 101 percent.
 

Starting inJuly there was growing evidence that the Government
 

was concerned about these trends and was 
trying to take steps to
 

correct them. The major corrective measures which were attempted
 

included reductions inGovernment expenditures, including defense
 

and consumer subsidies; however, as discussed earlier the budget
 

deficit was not effectively contained in 1981, as subsidies
 

increased by 80 percent and defense expenditures also by a
 

substantial amount. 
While these efforts were not wholly successful
 

in 1981 
they did lead the way for similar policy corrections in 1982.
 

Increased domestic economic growth has usually been associated
 

with balance of payments deterioration. However, in 1981 the
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non-military deficit amounted to $2.2 billion, the same as in 1980.
 

The previously predicted $300 million increase did not materialize.
 

This isparticularly noteworthy because of the $500 million decrease
 

inthe non-military deficit which occurred in 1980.
 

Foreign trade was characterized by a decline inboth import and
 

export prices. Despite inflation abroad, prices in international
 

trade declined indollar terms due to the strengthening of the
 

dollar against European currencies. Israel's terms of trade
 

improved by about 0.5 percent as export prices declined less than
 

import prices. The overall current account deficit increased to a
 

level of $4.4 billion, some $500 million larger than in 1980, as a
 

result of an equivalent increase in direct military imports.
 

The total foreign exchange financing requirements4/ for 1981
 

was approximately $4.8 billion. This was more than covered by grant
 

and concessional and commercial borrowing from abroad. Foreign
 

4/	The non-defense goods and services deficit plus cash flow
 

requirements for defense imports and medium and long 
term
 

debt maturities.
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exchange reserves continued to grow, increasing by some $188.5
 

million in 1981. U.S. assistance was the largest single source of
 

capital inflows amounting to $2.7 billion5/.
 

Other significant sources included unilateral transfers from
 

private individuals and institutions, restitution payments t3
 

private Israeli citizens from the Government of the Federal Republic
 

of Germany (FRG) for holocaust losses, sale of Israeli oonds, FRG
 

assistance and commercial loans.
 

The national external debt grew by $1.7 billion, r'2aching $18.3
 

billion in 1981. Approximately 40 percent of this debt was owed to
 

the United States Government. Eighty-seven percent of the debt is
 

long and medium term. About $2.3 billion was short-term. Total
 

debt service amounted to $3.2 billion, up from $2.6 billion in 1980,
 

with the growth consisting mainly in increased interest payments.
 

5/ On a disbursement basis. Disbursements are often made
 

against assistance approved in prior fiscal years. This is
 

important inthe case of the $3.2 billion special 
re

deployment package inFY 1979 and FY 1981.
 

18-551 0-83--:11 
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B. 1982
 

Preliminary indicatins, based on partial and incomplete
 

dat for 1982.6/ are that the Israeli economy is not performing as
 

satisfactorily as itdid during 1981, nor is the performance up to
 

the expectations the Government of Israel had earlier in the year.
 

The continuing recession in the West seems to finally have caught up
 

with Israel and is adversely affecting export performance which will
 

constrain overall economic growth. Inflavion has again surged; to a
 

rate of about 130 percent. The Government or Israel has enacted
 

measures to deal with these problems. These are discussed below.
 

Early inthe year the Government forecast that growth inGNP
 

for 1982 would be similar to 1981, about 4.5 percent. Since the
 

export sector is increasingly important to Israel, this optimistic
 

forecast was necessarily based on healU'y growth inexports and
 

therefore on a recovery in the economies cf Western Europe, Israel's
 

major trading partners. The cormodity trade statistics for the
 

first 10 months of 1982 provide important indications of the
 

performance of the economy generally. Comodity exports indollar
 

6/	Extreme cau'ion shouid be useJ inconsidering chase 1ata,
 

as preliminary estimates are often substantially revised
 

when more complete information becomes availa. le.
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4
terms, are down 6.1 percent n this period. Non-defense conmmodity
 

imports 
are also down, but only by 0.8 percent, resulting in an 8.7
 

percet expansion in the commodity deficit. 
 There are no official
 

data available yet on the invisibles, but 
it has been reported that
 

tourism is aown significantly. For example, the number of tourists
 

was approximately 5 percent below 1981 
for the period prior to June
 

ana 
has been down about 20 percent over the prior year from July to
 

October. Accordingly, tourism receipts could be expected 
to be $100
 

million to $200 million below those of last year. 
On the basis of
 

this partial information, i' appears that the non-defense goods and
 

services deficit will probably be between $2.5 billion and $2.8
 

billion in contrast to the $2.2 billion level of 1981.
 

Capital account data arc still 
only very fragmentary. However,
 

since it has been reported that Israel's foreign exchange 
reserves
 

continued to 
grow7/ (the seventh consecutive year for such growth),
 

it appears that gross capital inflows, including U.S. loan
 

assistance, have been sufficient to 
finance the current deficit plus
 

the amortization zosts of 
Israel's external aebt.
 

The war in Lebanon has added an aoditional element to 
the
 

economic situation and the full 
impact will not be known for some
 

7/ 	Bank of Israel foreign exchange reserves were $3.716 billion
 

on November 30, 
1982 and $3.49 billion on December 31, 1982.
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time. First, there are the direct costs of the confrontation which
 

are roughly estimated at $1 billion. There are also some indirect
 

costs, mainly t.ose resulting from reduced levels of tourism and
 

production. 
These indirect costs have variously been estimated at
 

$200 million to $400 million. The foreign exchange costs 
are
 

The Gove'nment of Israel has taken
 

a number of steps to 


estimated at about $400 million. 


spread the major costs over the three-year
 

period 1982-1984, thus avoiding a serious economic impact in any one
 

year period.
 

Policy measures undertaken to offset the costs of the Lebanon
 

War are expected to generate $1.45 billion in revenues. These
 

include:
 

a. a 2 percent tax on stock market transactions,
 

b. an increase in the value added tax of 3 percent (from 12
 

percent to 15 percent),
 

c. a si)-hundred shekel levy on israelis travelling Tbroad,
 

d. a levy on imports of 3 percent, and
 

e. a compulsory loan to the Government of up to 5.0 percent of
 

salaries.
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These measures will add revenue needed to finance the war
 

costs. 
 In addition, they will reduce the spendable income available
 

to the private sector and thereby help absorb some of the excess
 

liquidity which is causing inflationary pressures. However, to the
 

extent that increases inindirect taxes 
and price increases for
 

Government controlled goods and services are reflected in the
 

consumer price index and, via indexation, inwages, the positive
 

impact on 
inflation will be reduced or eliminated.
 

In addition to policy measures introduced after the war began,
 

the Government of Israel has introduced or 
isplanning to introduce
 

a number of measures to cope with the underlying economic problems
 

of the economy, e.g. high inflation, a low rate of economic growth,
 

falling exports in the face of buoyant private sector import demano
 

and inadequate levels of productive investment. These include:
 

a) a real spending cut in the FY 
1982 budget (vis-a-vis the
 

1981 budget) including a 2.3 percent real 
cut indomestic defense
 

spending (planned pr'or to the war in Lebanon),
 

b) gradual reduction insubsidies, (this was recently changed
 

to a policy of maintaining the proportion which subsidies represent
 

in consumer prices for six basic foodstuffs),
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c) eliminaticn of the tax deduction on corporate borrowing for
 

investment in securities (One factor which is assumed to have caused
 

investments to shift from real to financial assets.),
 

d) a temporary, short-term, red'.ction in the rate of
 

depreciation of the value of the sh-'kel,
 

e) reduction in some indirect taxes, and
 

f) a reduction in the employers' contribution to thL National
 

Health Insurance Fund.
 

The composite picture of these economic policy adjustments is
 

one of a country trying to manage the trade off between inflation
 

and unemployment, when it is a major social objective to keep
 

unemployment low, and not reduce incomes. The actions to reduce
 

inflation have not significantly altered the system of indexation
 

which protects the Israeli population from the major effects of the
 

high inflation rates. As a country dependent upon export growth for
 

any substantial overall growth, the recovery in the West is a
 

critical exogenous factor in this scenario.
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Three digit inflation has been the price of past policies which
 
attempted to achieve high employment and a high level 
of social
 
welfare, as well 
as external factors such 
as rising import prices.
 
One major adversE result of the high inflation was a decline in real
 
investment (productive capital 
formation was one objective that
 

could not be effectively protected by indexation).
 

A progressive reduction in the rate of inflation to 
the two
 
digit level 
iscol..dered an important objective. While some of the
 
policies in force today or currently being discussed are designed to
 
put constraints on public and private sector consumption, at least
 
two major elements are designed to deal with the psychological
 

causes of inflation: the change inthe way wages are 
linked to
 
inflation, an(, the temporary reduction inthe 
rate of depreciation
 

of the shekel. With respect to both items, 
the Government of Israel
 
ultimately hopes to achieve a 
forward indexation mechanism which
 
will link 
exchange rate changes and wage increases to anticipated
 
inflation rather than having adjustments lag inflation, with catch
 

up increases which further exacerbate the rate of inflation. While
 
the psychological causes of inflation may be at least partially
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brought under control ifthese policies are successful, the
 

Government must still deal with the underlying real causes of
 

inflation, e.g., deficit spending by the Government and excess
 

demand.
 

III. Future Prospacts
 

Israel's pro;pects for resolving its balance of payments and
 

other economic problems and successfully managing its external debt
 

depend critically upon developments in five areas:
 

a) economic conditions and the rate and nature of
 

recovery in the countries with which Israel trades,
 

b) political and military developments in the MiddlP
 

East ano the impact on Israel's defense spending,
 

c) the price ana quantity of imported energy,
 

d) the rate and pattern of growth in the Israeli
 

economy, and
 

e) the ability of Israel to reduce the three digit
 

rate of inflation to a more manageable level.
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These factors affect not only the pace of economic development
 

in Israel 
and size of the current account deficit, but also the
 

willingness of private foreign investors and lenders to 
finance that
 

deficit. 
The nigh rate of inflation in particular has an impact on
 

the balance of payments in 
two ways, first it makes it difficut to
 

manage a consistent foreign exchange rate policy and second it
 

impacts negatively on investments and therefore export
 

competiveness. Of these factors, only the last two, 
-- the rate and 

pattern of growth, and the rate of domestic inflation -- are 

substantially subject to the control of the Israeli authorities, and
 

even 
the rate of domestic inflation is only in this category as long
 

as the prices of necessary imports remain fairly stable. 
 This
 

report can add little to what is already known about the first three
 

factors, ano thus they will 
not be emphasized in the discussion that
 

follows. However, it is important to point out, as was done in past
 

reports, that developments in any of these areas can 
have an
 

important bearing on inflation, economic performance generally and
 

the balance of payments in particular -- for better or worse --
and
 

therefore the U.S. Government will continue to monitor the 
situation
 

and reassess Israel's requirements in light of changing political,
 

military and economic developments.
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A) Israeli Economic Priorities
 

The economic priorities of the Government of Israel ano the
 

related policies to achieve these priorities have been shifting
 

Tie year 1979 was a period
dramatically over the last four years. 


In 1980, the priority theme was domestic austerity
of transition. 


and the restoration of balance of payments equilibrium. In 1981,
 

there was a shift inemphasis toward stimulating economic 
growth and
 

controlling inflation; economic policies in the period included
 

initiatives to reduce direct and indirect taxes, moderate Government
 

controlled price increases and introduce more attractive inflation
 

indexed savings schemes. The Government's stated highest economic
 

priority for 1982 was to reduce the rate of inflation below the
 

It also continues to give attention to
 current three digit level. 


reducing the current account deficit of the balance of payments and
 

to stimulating a higher rate of economic growth.
 

a major concern for
While the control of inflation has been 


time, the increased emphasis which the Government is giving it
 some 


now seems to stem from two major factors. First, the rate of
 

inflation has remained abcve the three digit level since 1979, and
 

for short periods it has accelerated to levels which may be
 

Second, it now seems

unmanageable if sustained for longer periods. 


to be clear that the prevailing high rate of inflation 
is not
 

derived solely from price increases on imports or excess demand in
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the public sector, but that inflation in Israel 
is also caused by
 

domestic cost 
inflation which is transferred from one sector to
 

another by an intricate system of indexation. Thus, the major
 

economic policies introduced in 1982 were intended to deal with
 

inflation not only in the traditional manner, i.e. by restricting
 

public and private consumption, but also by attacking the inflation
 

generated and transmitted by the scheme of indexation of wages,
 

Denefits and Government budgets.
 

Some of the policy measures employed in 1982 to reduce
 

inflation, especially reduced direct and 
indirect taxes and
 

reduction in the rate of depreciation of the shekel, have the
 

tendency to 
increase domestic private consumption, pull in imports
 

and divert inuustry from production of exports to production for
 

domestic consumption. 
Others, such as the reduction in consumer
 

subsidies and the temporary measures to finance the war 
in Lebanon,
 

tend to translate into higher rates of 
inflation via the existing
 

indexation measures. 
 Reduction in the cost inflation that results
 

from indexation, particularly of wages, can only be accomplished
 

with the full cooperation of 
labor, the government ministeries and
 

the public at large. Progress in this 
area will likely be gradual.
 

The results of the competing and sometimes corflicting short
 

and longer term policy initiatives for 1982 
ure still uncertain.
 

However, it appears the complex system of 
indexation contributed to
 

continued strong private ccr~urnption growth and accelerated
 

inflationary pressures with an 
annual rate of 130 percent currently
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expected. There has also been weak export performance as a
 

consequence of falling demand and reduced export profitability
 

steming from a strengthening in the U.S. dollar. The financing of
 

the war inLebanon has been spread over three years and therefore is
 

not expected to add an unmanageable burden. With inflation
 

mounting, there are again pressures to increase consumer subsidies,
 

wages and Government budgets. In the face of these mounting
 

pressures, there is still uncertainty about the implementation of
 

all the policies ado, ted earlier in the year.
 

B. Balance of Payments and Debt Servicing Prospects
 

The Government of Israel's priority emphasis on reducing
 

inflation by means of domestic demand management policies and
 

attacking indexation linked inflation should also be consistent in
 

the long run with reducing the balance of payments current account
 

deficit. However, despite this policy milieu, domestic consumption
 

growth was fueled by real increases in disposable incomes during the
 

first half of the year. This factor incombination with continued
 

worldwide recesion is clearly affecting export performance. The
 

efforts to contain consumer subsidies to the present proportion of
 

prices and tempora-y revenue measures enacted to finance the Lebanon
 

War should help dampen consumption demand in the long run, but
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progress has been gradual, and even if current demand management
 

policies are maintained intact and fully implemented, there is a
 

danger that aggregate domestic consumption demand will remain strong.
 

There is a high degree of uncertainty about future trends in
 

Israel and the rest of 
the world; therefore, we examine two possible
 

scenarios:
 

1) relatively low economic growth, with moderate
 

growth in consumption and a slow worldwide recovery from the
 

recession, (this reflects an 
improvement over the poor economic
 

performance in 1982 but with 
a similar pattern of growth), and
 

2) the resumption of a moderate rate of economic
 

growth (4 to 
6 percent), with private consumption and investment
 

rising slowly in real teons 
and export growth exceeding the
 

aggregate rate of economic growth.
 

The analysis 
assumes no dramatic changes in external factors.
 

Oil prices are assumed to be 
in line with those of other imported
 

goods and services expressed in dollar terms8/; political 
and
 

8/ If the oil prices fall relative to those of other traded
 

goods, then this would work 
to Israel's advantage.
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military developments in the Middle East will not necessitate a
 

reassessment of defense related requirements; Israel's terms of
 

trade will neither improve nor deteriorate9/, that is to say prices
 

of Israeli exports and imports will rise at approximately the same
 

rate; economic conditions in countries with which Israel trades will
 

not change dramatically, and the dollar will neither appreciate nor
 

depreciate against major European currencies to any significant
 

degree. It is assumed that the rate of economic growth in the
 

countries with which Israel trades will be less than 3 percent per
 

annum in the first scenario and 3.5 to 5 percent in the second. The
 

projections have not taken into account the reductions in interest
 

rates that are now evident in the major financial markets. The
 

continuation of this trend in interest rates will have a direc. and
 

immediate impact on the cost of financing the foreign debt
 

particularly the short term aebt. Thus, declining interest rates
 

should improve the balance of payments outlook under both scenarios.
 

9/ If European currencies appreciate relative to the dollar,
 

this would improve Israel's export performance. If the
 

shekel becomes overvalued vis-a-vis Israel's traoing partners
 

because of the policy to reduce the rate of depreciation of
 

the shekel, then exports would be hampered. It is also possible
 

that such development would be mutually offsetting.
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1) Prospects Assuming Low Economic Growth, Moderate
 

Growth in Private Consumption and Slow Worldwide Recovery.
 

It will not be possible for Israel to sustain the 
low growth
 

and moderate consumption pattern (without export growth) without
 

esralating balance of payments pressures 
in 1983 and 1984.
 

Continuation of this pattern would increase 
consumer imports and/or
 

result in 
a shift in domestic pr ,Juction toward domestic consumption
 

demand and away from export markets. This would necessarily result
 

in a decrease in the non-defense balance of payments surplus on
 

current account 
10/ for 1983 and 1984; the surplus which was $656
 

million in 1981, 
has probably decreased by $300 to $500 million in
 

1982 and similar changes would be indicated for 1983 and 1984. In
 

order to finance the growing deficits under this scenario and
 

amortize foreign debt on schedule, an increase in foreign capital
 

flows would be required.
 

This scenario is clearly only a hypothetical one and is
 

designed to illustrate the point that the pattern of economic 
growth
 

achieved ir 1982 is not sustainable. No 
one expects the Government
 

of Israel to 
stand by and permit such a pattern to continue. As
 

10/ Civilian goods and services balance plus net receipts from
 

transfer payments.
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already discussed, it took significant steps both in 1981 and 1982
 

to contain domestic demand, control inflation, and stimulate
 

growth. These efforts are expected to continue and if ultimately
 

they are insufficient, we fully expect that the additional necessary
 

economic adjustments will be undertaken. The fact that the
 

Government of Israel indicates 
that it is committed to solve the
 

problem of cost inflation caused by the structure of indeAation is a
 

positive sign.
 

While this is a hypothetical scenario which is not likely to
 

develop it is useful to point out that if Israel could 
attract
 

sufficient commercial capital flows 
to finance the increased
 

deficits which would arise and amortize outstanding loans, it could
 

do so without an increase in the relative financial burden of its
 

Total debt service payments wculd probably continue to
debt. 


increase each yearll/, but with the resumption of even a low real
 

l1/ 	Amortization payments on Israel's foreign debt increased
 

substantially in 1981, as a result of a bunching of
 

maturities which was an exception to tie trend.
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rate of export growth, the financial burden of debt as measured by
 

the debt service ratiol2/ would probably not increasel3/.
 

2) Prospects Assuming Moderate Economic Growth with
 

Moderate Export Performance.
 

This scenario is based on moderate but progressively
 

strengthening recovery in the economies of Western Europe and the
 

U.S., which are the principal trading partners of 
Israel, and the
 

continuation of demand management and inflation fighting policies by
 

the Government of Israel 
 with these policies affecting the
 

economy gradually over seve.-al 
years. 
 This could be characterized
 

as a guarded but optimistic outlook, based on Israel's demonstrated
 

economic capacities. 
 Even in this scenario the non-defense goods
 

and services deficit will probably increase slowly for the next few
 

years, with meaningful reductions in the deficit only possible after
 

12/ 
The ratio of principal and interest obligations on external
 

debt to foreign exchange earnings from exports of good 
 and
 

services.
 

13/ The Government of Israel 
is currently making major adjustments
 

in debt and debt service estimates which makes it impossible to
 

specify this indicator at this time.
 

18-551 0-83--32 
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several years. Given the existing structure of the Israeli economy,
 

and the political commitment to containing the unemployment rate -

currently 5.1 percent -- a sizable trade deficit appears to be
 

inevitable even if export growth resumes at fairly high levels.
 

The structure of Israel's outstanding foreign debt will result
 

in gradually increasing interest obligations]4/ which will 
account
 

for part of the growth in the deficit. Amortization of the
 

principal on foreign debt will also increase each year, but the
 

economic burden of the debt will decline with the growth in export
 

earnings and with the declining commercial interest rates. Grants,
 

transfers and remittances from abroaa should increase slowly in
 

current dollars; direct foreign investment may alsu see some
 

improvements as the world economy resovers. Taking into account the
 

set 	backs in the balance of payrrents in 1VJ2 on the one hand, and a
 

gradual increase in capital flows anticipated on the otner, Israel
 

to borrowing in
will probably need to continue rely on net 


commercial credit markets to finance a part of its balance of
 

payments shortfalls.
 

continues to be very optimistic about
The Government of Israel 


the world recovery and about Its prospects to expand Israeli exports
 

14/ 	Interest payments are recorded as service imports to the
 

current account.
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at a pace that would exceed the economic rate of recovery in the
 

rest of the world. 
 This optimism is based on the historical success
 

that Israel has had in its export perforiiance and on the assumption
 

that Israel can 
continue to capitalize on its already substantial
 

research and development efforts in high technology fields. 
 If
 

Israel can return 
to the rates of export expansion experienced prior
 

to the current recession and sound economic management policies are
 

pursued, then it will be able to 
earn the foreign exchange to import
 

necessary goods and services to sustain economic growth and to
 

service its foreign debt. 
 Despite the anticipated continued growth
 

in the overall size of the foreign debt, the proportion of foreign
 

exchange earnings which will be required 
to service its debt would
 

probably decline gradually, beginning in 1983 and 
1984.
 

It is important at this point to emphasize that these
 

conclusions do assume the continuation of economic belt tightening
 

policies, but not 
a level of economic austerity which U.S. citizens
 

would be loath to impose on themselves. In addition, these
 

conclusions would not require any changes in foreign assistance
 

levels or terms 
from those the Administration is proposing.
 



476 

C) U.S. Aid Terms
 

Israel resulting from
 The approximate debt service savings to 


the forgiven interestl5/ and amortization payments under the FMS
 

program is approximately $10.5 million per year on $100 
million of
 

forgiven FMS creditsl6/.
 

a portion of FMS has clearly lightened Israel's debt
 Forgiving 


The long grace and amortization periods on the unforgiven
burden. 


same effect. In
to Israel have had the
portion of FMS loans 


addition, the interest rate derived from the Federal Financing Bank
 

(F.F.B) 	is generally a few percentage points below commercially
 

important

available alternitive sources of financing. However, the 


burden of Israel's debt are
variables determining the financial the
 

More concessional
 rates of economic growth and the level of exports 


terms would reduce the need for more stringent economic austerity
 

balance of payments grounds), but are not
 
measures (at least on 


terms 	have always been highly concessional, the

15/ 	 Since ESF 


issue does not arise in this context.
 

16/ 	 It assumed that the interest rate of FMS credits is 10.5
 

percent.
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essential to avoid an untenable debt burden. 
Moreover, more
 

concesslonal FMS terms add 
to our own budget burden. For every
 

$10.5 millior we would save Israel this year on F.F.B. loans the
 

direct budgetary cost for the U.S. would be $100 million.
 

In sum, there is no reason to expect Israel will be unable to
 

meet the debt service obligations which it incurs by accepting U.S.
 

assistance on the 
terms proposed by the Administration.
 

IV. 	Overall Conclusion
 

Israel, which in FY 1983 will receive about $2.6 billion in
 

economic and military assistance from the United Statesl7/ continues
 

to experience b-iance of payments problems and rapid 
inflation.
 

17/ 	 This represent, an estimate of gross disbursements of economic
 

and military assistance, including assistance authorized in
 

FY 1979 and FY 1981 
to meet some of the costs of relocating
 

military units in the Sinai. Israel 
will make Drincipal and
 

interest payments to the U.S. Government of about
 

$1,100 million, so that net aid in FY 1983 will be about
 

$1.5 billion.
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Consistent implementation of policies designed to encourage exports
 

and restrain domestic demand will be necessary to avoid a recurrence
 

of past difficulties. The inflation problem will be particularly
 

difficult to solve, but over time shou)'! respond gradually to
 

appropriate restrictive fiscal, monetary and incomes policies. The
 

Finance Ministry has indicaled that iL plans to implement such
 

policies as well as attack the cost inflation which results from
 

indexe.tion. While Israel's $18.3 billion foreign debt is hight8/,
 

with 'easible increases in exports of goods and services, the
 

financial burden of servicing external debt will probably not
 

increase.
 

18/ Estimated outstanding debt f'r December i981
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REPORT ON THE EGYPTIAN ECONOMY AND DEBT REPAYMENT PROS-
PECTS, SUBMITTED BY THE U.S. AGENCY FOR INTERNATIONAL 
DEVEIOPMENT 

The Honorable Lee H. Hamilton
 
Chairman, Subcommittee on Europe


and the Middle East
 
Committee on Foreign Affairs
 
House of Representatives
 
Washington, D.C. 20515
 

Dear Mr. Chairman:
 

As required by Section 723 of the International Security and
Development Cooperation Act of 1981, I am pleased to transmit
 a report on economic conditions in Egypt and the capacity of

that country to service its foreign debt.
 

Sincerely yours,
 

l5 * Kamme re r
 
Director
 
Office of Legislative Affairs
 

Enclosure: Report on the Egyptian Economy

and Debt Repayment Prospects
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DEBT REPAY1ENT PRFSEMSEIMYr: REFT CN THE DaMAN BMMY AND 

SfLMARY 

one in a series requested by Congress. Previous reports
The present report is 

Ihecurrent report covers were prepared for the years 1979, 1980 and 1981. 


The Foreign Assistance legislation
economic conditions in Egypt during 1982. 

calling for the study states that its purpose is to report on prevailing
 

economic conditions which may affect Egypt's ability to meet its international
 

debc obligations and to stabilize its economy.
 

The previous report of April, 1982 noted the downturn in world conomic 
a Egyptianconditions and the likely adverse effects this would have on t' 

economy. In light of the expected continuation of these codiione, the 

report outlined policy measures the government might consider to enable the 

economy to adjust without detriment to the country's developm nt program. Ihe 
to attract
report suggested measures: 1) to encourage non-oil exports; 2) 


external capital through exchange and interest rate movs and 3) to lessen
 

demand growth by reducing budget deficits.
 

Conditions in 1982 

The adverse conditions noted in the earlier report have continued. Total 

foreign exchange receipts were $700 million lower in 1982 than the year
 

before, in contrast to the average annual growth of 27 percent over the five
 

years 1976-80. The value of exports is expected to be 5 percent less in 1982
 

than the previous year. Adjustment to lower exchange receipts has taken place
 

mainly by postponing capital equipment purchases, especially by public sector
 

companies. Other imports were also probably discouraged by the higher
 

effective price of foreign exchange. Lower foreign exchange earnings
 
rate for the pound. The "own exchange" (orincreased pressure on the exchange 

free market) rate rose, bringing the pzemnlun on the dollar over the official
 

rate from 42 percent at the end of 1981 to 62 percent by the end of 1982. For
 

the first time in the past five years, the value of imports in current prices 
However,
is estimated to have declined; it was 2 percent less than in 1981. 


import prices dropped by an estimated 4 percent, leaving the volune of imports
 

in real terms 2 percent above the 1981 level.
 

The downturn in the expansion cf foreign earnings, which commenced in 1981 and
 

accelerated sharply in 1982, marks a turning point for the Egyptian economy.
 

Tlheunexpectedly large expansion in foreign exchange earnings which financed
 

similtaneous growth in consmption and investment in the past is unlikely to 

be repeated. Petroleun exports account for roughly three-fourths of total
 

merchandise exports. In addition, remittances from Egyptian workers in the
 

Gulf states and Suez Canal revenues depend on expanding OPEC country economies 

and the international oil trade. The IMF foresees no real increase in oil 

prices in 1983. A prolonged economic recession in the developed economies, 

continued conservation efforts, and higher dorestic petroleun production in 
these countries are expected to decrease demand for iqorted oil and to keep
 

oil prices soft. Without reductions in the very high rate of growth in
 

dostic consumption of petroleum products (15 percent or almost twice the
 

rate of GDP growth) it is unlikely that the voltue of Egyptian oil exports can 

be increased to compensate for lower international prices.
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7he estimated $1.1 billion deficit in the ajerall balance of payments in 1982 
was financed by short term bank loans and! to a lesser extent by drawdona inreserves. Official foreign exchange reserves declined by $90 million infirst seven months of 1982 to a level representing less 

the 
than one month'simports. Egyptian debt to banks in the re pg area of the Bank forInternational Settlements (BIS) increased by oe one billion dollars in thefirst six months of 1982; almost all of the increase was in maturities of one 

year or less. 

Official overmoent forecasts estimated aE growth for FY 1983 (July 1982 toJune1983) at 9 percent aver the previous year. R) revised forecasts are yetavailable. Consumption was temporarily sustained during 1982 at the expense
of investment. Capital goods and intermediate goods imports were only abouttwo-thirds of planned public sector outlays for these items. Such short term measures cannot be extended indefinitely without affecting domestic

production, employment and incomes.
 

7he budget deficit in the Egyptian Fiscal Year 1981/82 was estimated at 18.7percent of GEP. The projected deficit for 1982/83 is expected to exceed 20percent. Without a reduction in the high level of subsidy payments in thebudget -- 30 percent of 1981/82 Central Government revenues sizeablereductions in the deficit are unlikely. Government borrowhlr " to finance the
deficit increased money supply by almost 30 percent in the first 8 months of1982. Growth in domestic credit slowed somewhiat, reflecting decreased foreigntrade activity. 

The increase in debt service merits watching. Medium and long term civiliandebt amts to $13.5 billion or 62 percent of GNP. Foreign Military Sales(E) debt adds an additional $2 billion, raising the percentage representedby these two debt categories to 71 percent at the end of 1982. In addition,short term debt rose by at least $1 billion in the first six months of 1982,an increase of one-third. 7here are indications that growth of short-termdebt continued into the third quarter of the year. Service on medium and longterm non-military debt at the end of 1982 is estimated at 26 percent ofexports of goods and services. Including payments on FHS credits, the debt
service ratio is 28 percent. Medium and long term civilian debt service
increased 25 percent in each 
 of the past two years. Although interestpayments on FNS credits are still at a low level, they are growing rapidly,rising from $35 million in 1980 to $120 million dollars in 1981 and $175million in 1982. FM payments added 2 percentage points to the debt service 
ratio indicator. 

Servicing present levels of medium and long term debt does not represent aserious financial burden on the economy. However, in view of the outlook formud', slower growth in Fgypt's foreign exchange earnings, continued expansionin debt obligations at previous rates would be of concern. 

Prospects, 1983-86 

Given the pessimistic forecast for the international petroleum market, whichis directly or indirectly the source of a major portion of such earnings,Egypt's foreign exchange earnings are projected to rise at a rate of only 4 
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percent anolly in the period through 1986. large budgetary deficits and 
money supply groith are assumed to continue. Increased liquidity in tn is 
expected to encourage strong demand for imports, projected to grow at an 
anmal compound rate of 6 percent. Based on these assumptions, we forecast 
the current account balance of payments deficit to rise from $3.5 billion in 
1982 to $6 billion by 1986. In the short term, it is unlikely that Egypt's 
non-oil export base can be expanded rapidly. Ihus, with Central Bank exchange 
reserves already at low levels, present economic management policies would 
require large amounts of external financing to mpport the projected balance 
of payments deficits. 

Projected levels of non-debt flowa -- direct investments and grant American 
assistance -- are estimated to provide about $1.7 billion per year or about 30 
percent of the $23.2 billion of net additional financing required over the 
1983-86 period, leaving a $16 billion gap. Assuming financing is sought on 
foreign capital markets at approximately the average effective interest rate 
on previous disbursed debt, the additional financing would run up debt service 
ratios to 48 percent by 1986. EMS payments would raise the debt service ratio 
to 53 percent. 

At these debt service levels, Egypt would find access to capital markets for 
projected amounts extremely difficult, especially since the emergence of 
worldwid'. LDC debt repayment problems and a more pessimistic outlook for world 
trade growth have led international lenders to be more critical in assessing 
the credit risks of individual borrowers. 

A comprehensive planned strategy of adjustment can offset declines in oil and 
related earnings sources through measures designed to encourage expansion in 
non-oil exports and to discourage consumption of scarce resources. Moderate 
growth in monetary aggregates and a reduction in the budget deficit can 
restrain import demand and attract external financing. Successful export 
growth and expansion in domestic production along lines of comparative 
advantage would avoid cuts in capital investments. Sustained efforts in these 
areas will be required to deal with Egypt's worsening external payments 
position and maintain its ability to tap the world's capital markets. 

Some steps toward structural adjustment have been taken. Interest rates were 
raised early in 1982, although intetest rates are still negative in real 
terms, and not surprisingly, savings have not responded to minimally higher 
nominal rates. Price adjustments of abouLt 10 percent were made on electricity 
tariffs and higher taxes were put on some consumer items. The 16 percent 
increase in budget expenditures for the 1982/83 fiscal year was the smallest 
increase budgeted in the past 5 years. Domestic tax collections &lso are 
expected to rise. However, the measures already taken, while steps in the 
right direction, do not appear sufficient to stave off a worsening in Egypt's 
external balance. 
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INlAOTLMq: ThM CHANGIM ~ELIM SCE
 
As foreseen in last year's report, 
 the effects of a deterioratinginternational 8co0Y were strongly felt in Fsypt during 1982. In contrastthe 27 percent average anuial togrowth in foreign exchange earnings from 1976 to1980, the value of both merhmdise exports and1982. Tlis year was the first year that 

service receipts declined in 
the value of oil exports failed toincrease. 7he worldwide recession, particularly the downturn in industrialecoomaies, reduced demand for oil imports, putting pressure prices.onInternational oil prices fell by 5 to 10 percent in the first 9 monoths of1982. To maintain its market share, Eypt lowered its prices by 7 percent
over the year. 7hs major itema 
 in the services account (tourism, remittancesand Suz Canal revenues) toether with oil covered 105 percent of merchandiseimports in the period 1979-1. They are now esti ated to have been only
two-thirds the value of merchandise imports in 1982. As 
 a result, the currntaccotmt deficit grew from $2.6 billion in 1981 to an estimated $3.5 billion in1982*. Foreign exchange reservs declined from an eqUivalenL of 2 1/2 months'import financing at the end of 1981 to less than one month's imports by theend of August 1982.
 

Tis year's slower export growth forced 
a decline in nominal imports. Aprecipitous decline in imports and consumption levels was avoided by a 4percent decline in Fgyptian import prices, so that the 2 percent decline inthe nominal value of imports meant that, in real teras, imports probably

increased by 2 percent.
 
The impact of the lower foreign trade level on domestic output is not yetreflected in economic data, as domstic demnd was sustaineddeficit equivalent to 14 percent of iP 

by a budtxein the Egyptian fiscal year 1981/82mid a projected deficit equivalent to almost 20 percent of GDP for the
1982/83 fiscal year. Official Government estimates published only
areinfrequently and those covering the present period were made over a year agofor the 1982/83 Development Plan. hey forecast a 14.5 percent real increasein gross domestic production (GEP) and a 9 percent real increase for thefollowing year. Both sets contain projections for increases in foreign trade,
Investment and consumption and 
a decline in the trade deficit, which are notoccurring. It is uncertain when ne6 official data will become available.However, recent declines in Egyptian external trade Imply adjustment ineconmic activity is taking place. 

STRUMURAL DGBAANE 

T current account deficit is a reflectioa of strucbiral imbalance in the 
ecoomy.- he Government sets prices on many inputs n i finished products. 

e tian fiscal year was charged in mid-1980 from a calendar year basisto a July to June yew-. Official Government statistics were published on acalendar year basis to mid 1980 and on the revised fiscal year formulathereafter. For the of consistency and clarity,"ke data are presented on acalendar year basis unless specifically noted otherwise. 



484
 

The Fgyptian industrial infrastructure is designed to fit this pattern of 

artificial relative prices. In response, producers, particularly public 
sector companies, use resources in an economically wasteful pattern, without 
regard to real opportunity costs. Resources with high relative value on the 
world market are used domestically in activities with relatively low value. 
The most obvious examples are in energy andsagriculture. 

At the end of 1981, the average domestic price of petroleum products was less 
than 20 percent of world levels. Revenue foregone as a result of setting 
prices below world levels exceeded LE 1.8 billion, close to 10 percent of 
GDP. low prices have encouraged rapid increases in domestic consumption of 
oil and gas. From 1977 through 1980 the average annual growth rate was 
estimated at 12 percent; for the nine months ending in March, 1982 consumption 
rose 18 percent over the similar period a year before. Low energy prices also 
encorage energy intensive investments -- two large public sector industrial 
companies (an aluminum plant and a fertilizer plant) account for alxt 
one-fourth of total electricity use. A reduction in their energy consumption 
would increase the amount of oil available for export. It would also require 
changing present manufacturing processes and modernizing the industrial 
equipment in use.
 

Some price increases were approved by the Government over the past year. 
Residential and ccmercial electricity tariffs were raised as well as tariffs 
for the two industrial users metiomsd above. However, apart from premium 
gasoline, domestic energy prices remain severely distorted. Even after recent 
actions , energy prices in real terms are 57 percent below 1976 levels. 

Distortions in agriculture arise from compulsory farm sales to the government 
at below market prices. The goverment also directly imports foodstuffs for 

sale in the domestic market at considerably less than cost, further depressing 

prices at which farmers can sell output not contracted for by the government. 

This has adversely affected incomes, employment and output. 

A study by the International Food Policy Research Institute estimated the 

gross revenue loss to farmers of low domestic prices at 8 percent of 1980/81 
GDP.* Reduced profitability is reflected in low growth in output andyields. 

Total cultivated area in Fgypt is fixed in the short term and farmers land 

allocation is circumscribed by govrnment regulations. Farmers alter resource 
use through putting more effort into those crops which are more profitable. 
This is reflected in the trend in the yields of price controlled crops, the 
growth of which has fallen behind increases made by other LDCe. A World Bank 
study estimated price distortions in agriculture reduced employment 

Wlhese losses were mainly due to low grain and cotton prices. Other farmers 

benefitted from those crops whose prices are above world levels -- mainly 
farmers raising livestock and fodder crops. The benefit to this latter group 

was estimated by IFmRI at 3.3 percent of 1980/81 GDP. Thus, the net revenue 
loss to agriculture is put at 4.6 percent of (P. 
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opportuities in ths sector by 300 to 800 thousand full-time workers belowthe optimal level of labor allocations which would occur if crop prices were 
set at world levels. 

U. G7eriment has frequently changed both procuremnt quantities andProcurent prices. Nevertheless, the average price received by the fa 
 rfor his total crop falls significantly below world levels. 
Gver the past
year, price increases wre announced for wheat, fava beans, rice, soybeans and
corn. In the case of soybeans, the increase raises dowstic prices above
world levels and amounts to increased protection. Me increase in the
government's procuremnt price for rice still leaves domestic prices at
one-third the international market price and below the free market price in
Fgypt. Only the rise in wheat prices narrows the gap. The new increase forwheat brings the domestic price to 83 percent ot world levels, but the extentto which the government will actually purchase wheat from farmers at this
price is unclear. 

The distortion in relative prices throughout the economy has slowed econicgrowth and reduced productivity. 
 The added amount of capital required to
increase output is very high by international standards. 
It was estimated ina Ministry of Economy study in 1979 that this capital output ratio was overfive to one for the manufacturing sector alone and about three to one for theeconomy as a whole. With a slowdown in the growth of foreign exchange
e&rnings, there will be greater difficulty in attaining the investment levels
and high growth required to absorb new workers 
in the face of the

inefficiencies in the Egyptian economy. 

A IA sponsored study estimated that at existing levelu of efficiency, a 3
1/2 fold increase in the present level of industrial investmet would berequired to absorb the likely new entrants cning into the labor force in themid1980's. Yet total investment is already at a level of 27-30 percent ofEP - high by comparison to other cosutries at Fgypt's inxz level. In the
light of forecasts for more slowly expanding foreign exchange earnings, it isunlikely that the imported capital equipment and other production inputs whichhave to be purchased from abroad to productively employ expected additions tothe work force car be financed without first resolving the structural

inefficienciea in u.e Egyptian oconomy.
 

FflNANCM AL4Al 

'Ue bottlenecks in organizing real resources productively are made worse bythe pressures genermted by the expansion of claims on these resources.Goivernment policy has sought a large role for public sector control overresources. Total public expenditures (central and local govermentexpenditures on capital and current account) increased by over 24 percentammmaly from 1974-79 and by almost 50 percent since 1979. As a result,public expenditures increae: from 50 percent of GDP in 1977 to 57 percent in
the fiscal year 1981/82. iost of this increase (60 percent) wan for general
-t'dniatration and a further 2 percent was in the "defense" category. Publicinvestment expenditures are also at high levels. 
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The increase in total expenditures in the current budget, however, is the 
lowest n the past five years. Wage increases for government and public 
sector employees just matched the increase in consumer prices -- 16 percent -
in contrast to wage hikes of nearly 50 percent in recent years. Outlays on 
food subsidies, uhich represent about 7-8 percent of GDP, are budgeted are 5 
percent less than in last year's budget, reducing the share of the subsidy 
bill in the budget from 18 percent in 1981/82 to 16 percent in 1982/83. 
However, this figure implies a reduction of 25 percent from last year's 
estimated actual subsidy expenditures. No changes in eligibility to purchase 
subsidized items nor in the number of subsidized commodities have L-.en 
announced. It is not clear haw the subsidy bill can be capped without these 
charges or an increase in prices. However, the international prices of a 
number of imported items -- wheat, sugar, meat -- are down. 

The overall budget deficit climbed from 16% of GDP in 1977 to 22 percent in 
1979. With the increased revenue flows from higher oil prices, the deficit 
fell to 14 percent in the followirg two years. 1he slower growth in oil 
prices brought the deficit last fiscal year (1981/82) up to 19 percent, and it 
is expected to be over 20 percent this fiscal year (1982/83).
 

OE Budget 

FY 83/FY 82(prcent ices
 
Total Government revenue 2.0% 

taxes on income and profits 
customs duties 

-7
33.8 

taxes on goods and services 24.7 
oil, Suez revenues 

Expenditures 
of which: subsidies 

8.2 
(-3TI 

Deficit 7.8 
of which bank financed 3TT 

Deficit as % GZT-
FY 82 FY 83 

rOr
% ange 
---

Taxation is very low for a country at Egypt's development level. Personal 
income taxes as a percentage of GDP for middle income countries are five times 
the Fgyptian level (1.5 percent versus 0.3 percent); the same gap exists in 
personal taxes as a percentage of personal disposable incomes (2 percent for 
middle income LDC's versus 0.4%for Egypt). 
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Selected Revenue Sources
 
(in millions of Fgyptian pounds)
 

Profi t Trasfers 1977 1978 1979 F 0/81 1981/82 Bqg.. 
Suez 58 107 148 190 335 320
EGP 177 193 632 1376 1167 1195Sub-Total M5 )773 TS39 e.= Tlff3 

Taxes, other 215 276 417 470 451 455 
70TAL 
 450 576 1,196 2,035 1,953 1,970
 

Mmo Item:
 
X of Total

Gov't Revenues 18 
 20 36 32 27 23(est)
 

Overall Deficit as%of GOP 
 16 22 
 22 14 19 22(est)
 

Excluding taxes on the oil and Suez Canal companies, government tax revebarely rose from 1979 to 1981/82. Innminal terms, the increase was about 8percent; in real terms, taxes decreased. With the drop in oil prices and aslowdown in world trade, profit transfers and taxes from the petroleum andSuez Canal companier are not likely to grow as fast as in the past. Otherrevenue sources, including taxes, will have to be tapped to raise futurebudget revenues. tfortunately, the effective rate of taxation is falling.Customs duties collected as a share of imports have declined by almostone-third. Duties collected represented 32 percent of the average annualvalue of imports in 1977-79 but declined to an armual k.verage of 21 percent inFY 80/81-81/82. A part of this decline was due to duty evaluation of importsat the official exchange rate of LE 0.70 to $1.00, rather than the actualexchange rates used to obtain the foreign exchange to pay for the imports (LE0.84 to $1.00, or higher). 

7he tax structure relies heavily on specific taxes on production andconsumption. The bulk of revenues is derived from only a few items -- tobaccoproducts, beverages, fuel, sugar and textiles. Excise taxes on cigarettes andsoft drinks were increased in the 1981/82 budget. An increase in some customsduties and the passage of a new general sales tax is expected to raisereenues in the budget for this fiscal year (FY 82/83) by 14 percent. Pricesof gasoline, soap and sne other basic goods, as well as electricity tariffs,were raised this year. These adjustments decrease the transfers from theCentral Government to cover the difference between, costs and revenues ofpublic sector companies producing these items. 

First quarter results indicate that taxes on income, cu.itom duties andconsumption tax receipts rose above the correspoding period a year ago. Theincrease may be due to better enforcement. However, with prospects of lowerrevenues from the Suez Canal and oil exports, total goverrment revenuesfall below the budget estimates. 
may 
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Money Growth and Inflation 

Thc govermnt's fiscal imbalance has been a wajor source of increases in the 
money supply, liquidity and prices. Up to 1979, money supply creation was 
dominated by the portion of the government s deficit financed by Central Bank 

I reign exchange deposits became anborrowing. In more recent years, 

increasing source of liquidity in :gypt. Growth in private sector credit has
 

also been rapid in recent years. Borrowers found local currency loans
 
rates. Money supply, which hadprofitable due to the relatively low interest 

of 30 percent in the 1976-79 period, increasedbeen growing at an annual rate 
supply grew atrapidly thereafter. In the last six months of 1981, the money 

7he impact of Central Bank ceilings on privatean annual rate of 51 percent. 

credit and the higher costs of importing slowed the increase in the money
 

to an annual rate of 28 percent.supply for the first eight months of 1982 

Money Supply Growth 
(average anmal growth ,'ates) 

Jan-Aug 
1977 1978 1979 1980 1981 1982
 

Money &Q(uasi -muey T -OF --3- -T 7T 2T 

money supply growth in 1981 can be traced to the monetizationThe increase in 
of the huge increase in oil and Suez Canal revenues. One-third of budget
 

1981 came from these two sources. A second source of
 revenues in fiscal year 
financial imbal;Jwe has been rapid growth in private sector credit. In the 

early 1970's, limited demand frm the private sector limited the growth of 
than reservebank credit. Money and liquidity inbreased only slightly more 

mcney. However, lending to the private sector increased by 47 percent 
By the end of 1981, claims on theanrually in the 1977 to 19 81 period. 

private sector were 36 percent of total domestic credit. lhese large 
impose a loan to deposit ratio inincreases impelled the Central Bank to 


November, 1981, replacing an older ceiling on private sector bank credit.
 
the rate of growth of bank credit to the commercialLimits were also placed on 

was anand household sectors. The growth of private deposits cut from 80 
of 1981 to a 20 percent annual ratepercent annual rate in the last six months 


in the first eight months of 1982.
 
Domestic Credit 

(annualTprentage - e) 

Jul-Dec Jan-Aug 
1981 1982
1978 1979 1980 1981 


57 25 23 32 26 22Domestic Credit 

of which:
 

36 20private 16 34 29 80 
36 22
government 80 23 12 14 

than that reflected inMonetary factors have had a greater impact on prices 
official price indices. The 10 - 13 percent increase in the consumer price
 

to 1979. The
index was less than half the money supply growth from 1977 
are heavily weighted withpublished consumer and wholesale price indices 
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price-controlled itans, which are permitted to rise only intermittently. 
Inthe years since 1973, the housing index has changed by only 8 percent. Ihetransport index has also hardly moved. Food prices, which make up 50 percentof the market basket, are subsidized. Cereals, sugar and oils are undergoverment price controls. Furthermore, energy prices, utility tariffs and
prices of public sector output have been held down despite rising world
prices. 
In those markets not controlled by the governent, prices have
increased, reflecting rising real costs and increased purchasing power.
 
A USAID supported study reported increases in annual construction costs of18-23 percent from 1971-81 and 19 - 25 percent from 1978-1981. Land pricesalso showed dramatic increases, rising at an annual rate of 25 to 40 percent
from 1968 to 1980. 
Powever, the urban housing index, which is dominated by
the rents of existing units, changed at a.
compound rate of only 1.1 percent
 
per year.
 

It appears, however, that there mareis price flexibility in Egypt now than inearlier periods. The group of developing countries most similar to Egypt
the less developed net oil exporting countries 
-- had increases in consumer
prices 65 to 80 percent higher than Egypt during 1977-79. Ibwever, in two out
of the next three years, Egyptian consumer prices rose at nearly the same
rates experienced 1 y this group of developing countries. 

Price bnes
 
(inpercent per a-num)
 

1977 1978 1979 
 1980 1981
GOE Consmer Price Index 1 -T 
1982

-TO- - 1 T -- 6 mOs) 

Prices in comparable

developing countries* 23 18 24
18 25 37 

Implicit GDP deflator 12 10 
 22 --17-- N.A.
 

Export unit values
 
of manufacturea** 
 9 15 1115 -5 5 (6mos)
 

*WMFcategory of non-oil developing countries which on a net basis are oil 
exporters.
 

**Proxy fcr Egyptian import prices. 

Exchange Rate Policies 

The third factor causing financial imbalance is Egypt's exchange rate system.Since the introduction of a new rate in August, 1981, Egypt has threea tiered 
multiple exchange rate system.
 

In January 1979, the official rate of exchange was fixed at 41.43 to theEgyptian pound (LE 0.7 per U.S. $1.(?). This rate is used mainly for official
public sector exports (oil, Suez Canal revenues, cotton, rice, and pipeline
royalties) and for basic commodities imported and distributed by the
 

18-15510-83--33 
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govermet (wheat, flour, sugar, tea, edible oil and fertilizers). Official 
invisible transactions (loan repayments and official services -- transport, 
shipping, investment income, etc.) also take place at this rate. Foreign , 
exchange at the official rate is allocated to users through the government a 
foreign exchange budget. 

fhe wideninC spread between free market and official exchange rates in mid-1981 
caused the goverment to permit other service type transactions, such as tourist 
payments and workers' remittances, to take place at an "incentive" rate equal 
to the then-prevailing discount of 20 percent from the official rate, or $1.20 
per LE (LE 0.84 per $ U..' 1.00). This Commercial Bank Pool also receives a 
portion of private export receipts not channeled to the official government 
pool. Public sector cumpanies are permitted access to the pool of exchange 
available at the commrcial banks from these sources. Commercial capital 
transfers, profit repatriation and debt service on commercial external loans 
are also eligible. 

Private sector importers obtain exchange in the own exchanEe or free market 
whose rate varies daily. Users of exchange eligIble for but unable to get 
financing through the other two pools also can obtain financing in the own 
exchange market. Sources for this pool are mainly earnings from Egyptian 
workers abroad. 7hey may sell hard currency earnings to domestic buyers 
(including banks) at higher than the commercial bank pool rate or can import 
goods directly. Other internal transactions which legally should be exchanged 
at the inneti-ve rate, such as tourists' expenditures, increasingly are carried 
out at the higher rates available on the free market. 

As the demand for exchange at the official and incentive rates exceeds the 
supply of hard currency earnings going into these pools, an increasingly larger 
share of total transactions take place at the own exchange rate. This rate is 
now LE 1.13 per U.S. $1.00 or a 62 percent premium over the official rate. 

Since the Inception of the Open Door Policy in 1973/74, Egypt has benefitted 
from large capital inflows. About $3.5 billion in direct foreign investments 
and $13 1/2 billion in external csTital debt disbursements have come into Egypt 
since the Open Door Policy. Of this, Arab aid and investment (up until the 
boycott and cessation of such aid in 1979) is estimated at $6 billion, 
inclulng acme defense related expenditizes. he impact of these flows has 
been to raise Egypt's exchange rate above an equilibrium level. The higher 
exchange rate makes it more difficult for merchandise exports to be competitive 
and makes imports more attractive. 

As pointed out in a Boston University study of industrial development in Egypt, 
exporters of wn-oil merchandise receive a real effective exchange rate of LE 
0.83 to LE 1.15 for their exports but face an exchange rate (including fees,
 
taxes, etc.) of LE 1.05 to LE 1.65 when buying their imported inputs. To
 
restore the competitive position which exporters of manufacturers enjoyed in
 
1977 would require a 30 percent higher rate. In part due to this unfavorable
 
exchange rate situation, manufactured exports have stagnated in rnminal terms
 
and declined in real terms.
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BALANE OF PAVOS 

(in billions of dollars) 

1974-78 1979 
 1980 1981
 

1. Oil and related receipts
 
oil 
 0.5 1.9 3.0 
 3.1
remittances 
 0.76 2.2 
 2.7 2.2
Sub-total 
 7 2-T 37 3.7 
2. Non-oil exrts 
 1.3 1.1 1.1 
 1.1
 
of which mfactures (0.74) (0.5) (0.4) (0.3) 
3. Suez Canal 
 0.5 0.6 
 0.7 0.9
 

4. Tourism 
 0.5 0.6 
 0.8 0.6
5. Other 
 0.45 0.7 1.1 
 1.3
6. Total 
 2M TT W T-7 

Oil, remittances and Sutz Canal receipts dominate foreign exchange earnings, 

comprising almost 70 pe.cent of the total. 

Petroleum 

The increase in oil production and prices has had a profonda impact on theEgyptian economy. Unfortunately, the large growth of foreign exchange inflowsassociated with the oil boom may not be continuedworldwide recession, international conservation 
into the future. The 

neasures, and rising non-OPECoil production are putting heavy pressure on world oil prices. Since 1973,
the growth in world oil consumption has been to under
cut 2 percent per yearas compared to 7 percent in the previous decade. In 1980 and 1981 worldconsumption actually declined 5 percent per year. As a result, Egypt wasforced to lower its export prices by 6.7 percent in 1982. These prices are 23percent below the high point reached 2 years atago and their lowest levelsince mid-1979. In its World Economic Outlook report for 1982, the 1IF
forecast no 
 real growth in world oil prices before 1984 (i.e., a nminalincrease in prices of 5 percent, matching the rise in prices of non-oil
imports). 

The share of the oil sector in the Egyptian national income accounts rose marethan six-fold, from 3 percent in 1975 to over 20 percent in 1981. Oilaccounts for about three-fourths of Egypt's merchandise exports, while profittransfers and taxes and duties from the Egyptian oil company provide anestimated 30 percent of gover-ment revenues. Investment by private foreignoil companies accounts for 20 percent of total investment. 
Although official projections forecast petroleum production of 50 million tons(one million barrels per day) by 1984/85, growth of production has slowedsubstantially in recent years (to an annual average of about 12 percent in1978-80 compared with an average of 40 perrent in the previous three years).New discoveries may be made, but production from fields willnew not be 
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Even if growth of production can be 

sustained at 12 percent per year, rising domstic consumption is likely to cut 

into Egypt's oil surplus for export. Low domestic prices have spurred 

available until the end of the decade. 


which has been growing at 12 percent annually, 

rising to 18 percent in the last quarter of 1981 and first half of 1982. 
damstic uil consumption, 

The governmt fixes domestic petroleum prices which I.ave remained essentially 
Although higher valued products, such as jetunchanged since the late 1960's. 


-
and aviation fuel and gasoline, are priced closer to world market rates (65 


75 percent), the average price of petroluem products, weighted by amounts
 
Revenue
consumed, was about 20 percent of world levels at the -nd of 1981. 


foregone as a result of holding prices below world levls is estima'ted at $2.8
 

billion.
 

Remittances: Workers' remittances have been one of the fastest growing 

sources oTforeign exchange for Egypt. Estimates of the number of Egyptians 
working overseas vary widely, from 1.5 to 3 million. Saudis Arabia, Kuwait, 

Libya, other Persian Gulf countries and, more recently, Iraq are the principal 

host countries. 

Remittance Flows 
(in billions of dolTars) 

FY 1980/81 FY 1981/82 

Cash 
Own exchange imports 
Total 

1.5 
TW 

1.0 
177 

There are several ways remittances take place: (1) Earnings are deposited in
 

commercial banks in host countries and usually redeposited by the banks, in
 

Euro-currency markets. (2) Egyptian workers transfer hard currency directly
 

via ommercial banks in Egypt. Remittances may be kept in foreign exchange in
 

Egyptian banks or may be converted into Egyptian pounds at the incentive rate 

of LE 0.84 per dollar for which they receive local currency deposits. (Under
 

pressure from local companies unable to obtein foreign exchange at the
 

official or incentive rate, commercial banks reportedly are bidding in excess
 

of the incentive rate for hard currencies.) The local currency may be used to
 

purchase goods or real assets. 
As an example, a USAID-financed housing study
 

found a majority (64 percent) of individuals having built recently relied in
 

part on remittances from abroad. (3) Also, workers directly bring into Egypt
 

actual foreign exchange which they sell in the own exchange market.
 

,As can be seen in the table above, remittances flows fell by $900 million
 

between FY 80/81 and 81/82. 
There are many factors affecting remittance
 

flows, including assessment of risk associated with economic conditions in
 

Egypt as compared to the alternative investments available to workers abroad.
 

Another is the size of the earnings of these workers. A World Bank study
 

found that a 10 percent change in GDP in host countries with the largest 

ntxbpr of Egyptian workers results in a 13 percent change in remittance flows 

to Egypt. Thus che decline in the oil sectors of OPEC ecunomies will likely be
 

felt in a decline in the actual flow of worker's earnings.
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Remittance flows will also be affected by savings incentives. Interest ratedifferentials in not favoredthe past have Egypt. Not unexpectedly, Egypt is 
a net capital exporter to Euro-financial markets. 

Egyptian Net Positit with BIS Banks(billions of dollars3 

1978 1979 1981
1980 1982
Funds on deposit -57 -S3 -7U (June)Borrowings 1.6 2.0 3.1 3.9 5.3 (June)
Net r -r -2. -1yr -77 
While some interest rates in Egypt have been raised and rates inindustrialized economies have come down from their peaks, it is questionable
whether these changes are sufficient to overcome other factors and reverse
capital flows. .A seen in the table below, interest rates still favor the
 
Euro-currency market.
 

Three-Month Deposit Interest Rates 
(percentage points ) 

1978 1979 1981
1980 1982

Euro dollar rate F ITT M-7 1 7 (June)
Egypt: commercial banks 5.5 6 7 8.5 9.0 

Suez Canal: Revenues have increased by 7 to 12 percent annually since 1975,
 
--- e-ting a steady increase in the volume of traffic passing through the
Canal. Government expectations 
 are for 1983 revenues of $1.0 billion. In

1981, the rates were raised to make the cost of Canal transit comparable to voyages to Europe via the Cape of Good Hope. AnrJwer rate increase in thebeginning of 1982 favored large tankers and made it motr c.. p4nsive for small

ships to pass through the Canal. A further 5 - 10 percent increase in rates

is expected in 1983. he recent strengthening of the dollar has had a
negative effect on actual receipts, since tolls are denominated in SER's. Oiltankers account for about 1/3 of total tonnage of transitting vessels. Last year oil tanker transits increased in number by 18 percent and, in tonnage, by28 percent. In 1983, however, world oil imports are expected to remain flat
and the total volume of trade is not likely to increase. 

Tourism: The number of tourists visiting Egypt grew at an annual rate of 12 
percent from 1978 through 1981. However, due to uncertainties after the deathof President Sadat, tourist arrivals drooped by 15 percent in the last threemonths of 1981 compared with the same period year earlier. For the first 10a 
months in 1982 the number of tourists was Just slightly higher than the
comparable period one year before. Events in Lebanon, as well as the .orldrecession probably contributed to the lack of growth. Moreover, expenditures
per tourist dropped, as reflected in exchange passing through commercial
banks. Some of the decline is to andue increasing number of transactions
taking place on the free market. In part, lower per capita tourist
expenditure also reflects the increasing share of tourists from the OED area. 
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MeCrrent Situation* 

The current account deficit is esti ated to have worsened to over $3.5 billion 

for calendar year 1982, amounting to 12 percent of GDP. 7he overall balance 

of payments deficit about doubled from a half billion dollars in 1981 to an 

estimated $1.1 billion in 1982. The shortage of foreign exchange pushed up 

the own exchange rate 15 percent over the year to LE 1.15 - IE 1.18 per US 

$1.00. The higher price resulted in a 2 percent decrease in the value of 

imports. An increase in import volume of 2 percent still occurred, however, 

since falling world export prices reduced Egypt's average import prices by 4 

percent. 

Adjustment to a lower level of earnings was eased by lower import prices, 

particularly for foods, fuels and raw materials. This permitted a higher real 

volume of imports despite the drop in the nominal value of imports. The 

decrease of $700 million in exchange earnings forced many firms from the 

official and comercial bank pools into the own exchange market to finance 

imports. Copanies also postponed purchases of capital goods. 

A complete picture of the financing of the overal: deficit is not possible 

since detailed debt records are available only for 6 to 8 months of 1982. It 

appears that much of the gap may have been financed from short-term loans from 

BIS and other camercial banks. In the first six months of 1982 loans of one 

year's maturity or less increased by almost $1 billion, all with a maturity of 

one year or less.
 

Commercial banks in Egypt reportedly are aggressively bidding for hard 

currency deposits of Egyptian workers in Persian Gulf countries by paying 

market rates of exchange. The deposits are then used to finance import 

demand, without being recorded as own exchange finance. In the first 8 months 

of 1982, commercial bank foreign currency deposits increased by about $800 

million. 

*Estimates for 1982 are based on Central Bank data for the first half of the 

year and preliminary figures for transactions from the official and commercial 

bank exchange pool. Estimates of the fourth quarter were based on the 

previous three quarters. The latest available statistics are from exchange 

records of the Central Bank. These are often incomplete and fail to pick up 

many categories, mainly own exchange imports and private sector transactions. 

Customs data are more inclusive but are available only after a long delay. 

Revisions to Central Bank series, when they are made, are extensive. 

Regulations recently announced require the opening of letters of credit for 

all imports and should help in improving Central Bank data coverage. 



495 

EYPT: BALNCE OF PAYKWM 
(billions of current dollars) 

CY 1980 CY 1981 CY 1982 

1. 	 Merchanditse exports, fob 
oil 3.0 3.1 2.9 
cotton 0.4 0.4 0.4 
textiles, other, &misc. 0.7 0.7 0.7 

sub-total 	 ; 77TX0 

2. 	 Merchandise i xorts, cif 
foodstuffs 	 1.6 2.0 2.3
 
raw materials 3.2 3.3 3.2 
capital goods 2.5 2.3 1.9 
fuels 0.3 0.6 0.7 
consumer goods 1.0 1.3 1.2 
other, nec 0.4 

Total 	 W- 7 

3. 	 Services, receipts 
Suez 	Canal 0.7 0.9 1.0
 
remittances 2.7 2.2 1.8 
(cash) (1. 1) (0.7) (0.6) 
tourism 	 0.8 0.6 0.6
 
invest. income and othe 1.2 1.3 1.1 

sub-total 3.U 57 T-3 
4. 	 Services, payments 

interest on debt 0.6 0.7 0.9 
other 1.6 1.7 1.8 

sub-total 	 77 
5. 	 Private transfers 0.1 0.1 0 

Balance on Current Account -1.6 -2.6 -3.5 

6. 	 MLT Capital, & ST Credits 
(net) 0.7 0.9 1.0 

7. 	 Direct Investment 0.7 0.7 0.6 

8. 	 3alance (ex U.S. aid) -0.3 -1.0 -1.9 

9. 	American aid 0.9 1.0 0.9
 
errors, omissions 0.3 -0.5 -

10. 	 Overall balance 0.9 -0.5 -1.1 

Note: Details may not add to totals due to rouxing. 
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DEBT SERVICE 

Payments on medium and long term debt outstanding at the end of 1981, 
increased by almost $500 million during 1982, mainly due to increased 
principal repayments. his increase and the smaller growth in exchange 
earnings increased the debt service ratio from 18 percent of total foreign 
earnings for goods and services in 1981 to 26 percent in 1982. 

Medium and long term debt increased during 1981 by $1.5 billion or 12.5 
percent over the previous year. Another $2.5 billion increase is projected by 
the end of 1982, bringing civilian disbursed 'ebt outstanding to about 64 
percent of GDP in 1982. About 60 percent of the total outstanding amunt was 
in the form of concessional loans. The United States is the largest bilateral 
lender, accounting for 43 percent of total bilateral loans and 25 percent of 
total external debt.
 

Arab Assistance: Debt service flows as recorded in external debt tables are 
not always reconcilable with payments in the balance of payments tables. Over 
three-fourths of the scheduled repayments to multilateral instituticnas arise 
from repayments to the Gilf Organization for the Development of Egypt (aIDE). 
CODE was set up by Arab governments in 1976 to tide Egypt over its debt 
servicing problems and assist in financing Egyptian development efforts. 
Repayments to GODE and Arab bilateral donors and institutions total $950 or 
about 43 percent of scheduled $2.2 billion in debt service payments on medium 
and long term debt in 1982. Next year's scheduled repayments on Arab debt are 
almost twice this mount ($1.8 billion), about the smount Egypt received from 
workers' remittance flows in 1981. 

In response to Egypt's signing of the Peace Treaty with Israel, financial 
assistance from Arab goverrments and institutions was suspended in 1979. It 
is unclear the extent to which scheduled repayments tr Arab lenders are 
actually effected. Debt obligations to Arab countries in the form of 
bi-lateral loans and cash deposits at the Central Bank totaling over $2 
billion in 1981 were recapitalized. Consistency in the balance of payments 
would require a contra-item to the repayments which are rescheduled. 
Arrearages would normally appear as the balancing item to the unremitted debt 
service flows but are omitted in the Egyptian accounts. 

Despite the absence of formal relations, the size of continued capital and 
investment flows between Egypt and Arab economies closely link the two and 
sustain the ability of the Egyptian economy to carry a large debt burden 
without undue financial strain on the balance of payments. Other forms of 
Arab assistance may also have eased Egypt's financial needs. Remittances from 
Egyptian workers in Iraq alone could total $3 billicn, much of it unrecorded. 
7he extent to which these flops go to Egypt depends on political, as well as 
economic, considerations of profitability and security. 

Foreign Militr Debt-FMS: In FY 1979, Congress approved a program of Foreign 
Military Sales (EM) creditq of $1.5 billion to Egypt to assist in Egypt's 
force modernization efforts; $550 million was budgeted in FY 1981 and $900 
million for FY 1982. Two hundred million of the FY 82 program and $425 
million of the $1.3 billion FY 1983 program is in the form of forgiven 



-- 

-- -- 

497 

Egypt: Outstanding External Public Debt 
(in millions of dollars) 

1977 1978 
 1979 1980 


Mediu, LoMi Term DisbursedOutstandin Debt a
 
Beg, 0 Stat 5008
of 73 9225 10712 

-llu=Eateral 
 183 1,558 2,306 2,597
Bilateral 
 3,775 4,513 5,490 
 6,239
(U.S.) 
 (460) (863) (1,442) (1,997)
Private Creditors 1,050 1,293 
 1,429 1,876 


Dtsbursements 
 2 894 2452 2301 
 2 508 

_ _rC p157Mu--ia eral 1739 127 392 

Bilateral 
 784 965 955 1,092
(U.S.) 
 (429) (615) (583) 
 (709)
Private Creditors 
 737 713 1,054 1,116 


Repayments
 
720 826 812 1 116
R--
_ -Eateral_~ 133 Tg 1T-- -19- V 

Bilateral 
 155 182 182 
 196
(U.S.) 
 (26) (39) (29) 
 (38)
Private Creditors 
 565 644 626 
 902 

Interest 
 274 344 
 241 301 


TE---1taterali7 -'M- -q-27 M 
Bilateral 
 200 167 
 128 173
(U.S.) 
 (9) (22) (37) (49)
Private Creditors 
 48 172 86 
 86 


Total Debt Service 995 117 1053 14
Of-ilatra 
 -N1 
 28-

Bilateral 
 355 349 310
(U.S.) 368


(35) (61) (67) 
 (87)
Private Creditors 
 614 716 712 
 989 


FM DISBURSED
 
Outstanding 


-- 270 897 


EMS Debt Service 
 -- -- 35

(interest payments) 

--

1UTAL DEBT SERVICE 995 1170 1053 1452

Mediun, icng term
FMS -9-5 ff 'F, T 7TT~7 

35 


Note: Includes debt with a maturity longer than one year.
 

estimated) 

1981 98__.22
 

12030 13.560
 

2,872 3,048
 
7,098 7,722
 

(2,667) (3,330)
 
2,060 2,790
 

2935 1 707

1 318 i'7
 

1,090 1,059
 
(709) (418)
 

1,617 358
 

1 359 1,758
 
I -- * M9 771
 

255 459
 
(47) (49)


1,080 987
 

404 476
 

IM-4
 

271 244
 
(70) (78)

84 82
 

1 2
 
-n
 

526 702
 
(117) (127)


1,164 1,071
 

1,515 1,965
 

120 175
 

183 249
 
2 ,N

120 175
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Egypt: Outstanding External Debt 
(in millions of dollars) 

1977 1978 1979 1980 1981 1982
 
?emrsrsiu Item: 

11 609 13 545 15 525Disbu7364 )usaM495

NoIn-mtlitary 560 f.MU - tW

270 897 1,515 1,965 

As Percent GNP 

FM. .
 

65 59 61 63 62XLITNn-military only 60 
Including FMS -- -- 61 66 71 71 

Debt servicez, Percent 

xt 24 22 16 19 18 26
 
FMS-- -- -- -- 1 2
 

TTAL 24 22 16 19 19 28
 

1.1 1.3 2.0 2.9 3.9B.I.S. Claims ($ billions)* --

the B.I.S. area on Egyptian residents, with maturities of one year 

or less. 
*Clains of banks in 
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credits. Unforgiven credits have a repayment period of thirty years,
including a ten year grace 
period during which only interest payments aredue. The loans bear interest at a to the averagepaid by 
rate equal interest ratethe Federal Financing Bank (FEB) for thirty year borrowing from theU.S. Treasury, plus 1/8 percent charge by the FEB for its services. Thishas dropped from the high point of 15 percent reached 

rate 
in October of 1981 to
the current level of 10.8 percent.
 

Interest payments under the FMS program amounted to $120 million in 1981,about 20 percent of the amount of interest payments made on total civiliandebt in that year. In 1982 FMS interest payments are estimated at $190million. Future debt service payments under the program will likely grow atfaster rate, adue to speed up in disbursements under the cash flow financingmethod. This method permits contracting for purchases larger than the amountsof FMS financing available during the fiscal year and has the impact ofspeeding up deliveries as well as future disburheients. Present estimates ofprogram ' 'nd-iK future disbursement par.erns suggest that total FMSdisbursen.,:s co' 85 could total $5 bfliion. Interest payments in that year
would amount to -.million, assuming 
 no sharp changes from current interest 
rates and disbursement patterns. 

Under both Presidents Sadat and Ilubarak, Egypt has made knc, its desire toavoid dependence on a sole source for military procurement. Under thispolicy, Egypt has several non-U.S. military purchase programs. At the end of1981, Egypt announced a purchase of French military aircraft and associatedequi~aent. The total agreement was $1 billion, reportedly at an 8 percent
rate of interest, with repayments extending 
over eight years. As the exactterms are not clearly known, payments under this Agreement have been excludedfrom our calculations. While the interest rate under this sale loweris thancurrent FMS rates, the amortization period is shorter, causing repayments toescalate rapidly after a brief grace period. These and other militarypurchases will undoubtedly add to the repayment burden. 

Debt Service Burden: There is no single indicator that can do as well inappraising Egypt'sdebt servicing capacity as an integrated review of thecountry's external debt position based aor wide range of economic data andanalysis. Within this context, however, debt indicators can serve a usefulfunction. One generally used guideline is the debt service ratio -- scheduledinterest and amortization payments aas share of export earnings, eithermerchardise or including services and other receipts. It provides a measureakin to cash flow indicators for a firm. It should be noted, however, that acountry rarely must service debt obligations wol]ly from current exportearnings. A meaningful judgment must also include the sustainability of theearnings flow -- the future prospects for sourcesrhe main of receipts (trendsand variability in export prices and demand) and the degree to whichnon-essential imports can be compressed without damaging domestic production. 
A projection of Egypt's balance of payments was made for the 1983-86 period toassess the impact of future debt repayment burdens. The projection assumes nopolicy changes by the government in its current management of the economy. Itis assumed that effective average exchange rates will not change fr thelevels prevailing in the last half of 1982. The average price of oil is 
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to rise woassumed to remain constant in real terms through the end of 1983, 
more than 5 percent per annum thereafter. Imprt prices are assumed to 

follow oil price changes. 

7hese estimates then are projections and not predictions of the future. In 
attaching precision to the balance of paymentsaddition, we need to avoid 

projections because of deficiencies in the data base. The debt record is 
in the pastparticularly wak. A factor contributing to Egypt's debt problems 

to record and regulate public externalwas the absence of a central office 
an office was set up in the Central Bank todebt obligations. In 1977, 

more. However, debt with aregister new debt with a maturity of one year or 
one year escapes the requirement to be registered withmaturity of less than 

this office. It is this type of short-term debt which has a tendenrv to 

escalate rapidly during financial difficulties. 
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Projections: Fgypt Balance of Payments
(in billions of current dollars) 

1982 1983 1984 1985 1986
 
1. Merchaunise exports 3.94.0 4.0 4.2 4.3(oil) (2.9) (2.7) (2.8) (2.9) (3.0)2. Imports, cif 9.3 9.8 10.3 11.0 11.4
3. Trade balance T' T7 775 7.4. Services, net. 
 1.8 1.9 1.8 1.7 1.5


receipts 2F 3U 3-2 37 37payments 2.7 3.1 3.6
3.4 4.05. Current account balance -3.5 -3.8 -4.5 -5.1 -6.0
6. MLT, '81 &prior debt, 

net. -0.5 -0.5 -1.0 -1.1 -1.27. Direct investments 0.6 0.7 0.80.7 0.9
8. U.S. economic aid 0.9 0.9 1.01.0 1.1

sub-total UT Dr77 U-7 TU9. uncompensated balance 
 -2.6 -2.7 4.43.8 5.2
 

10. Monetary flows, net. 2.6 2.7 3.8 4.4 5.2 
gross disbursed T T" 7 M B7 
repayments 0.3 1.0 1.9 3.2 

Memo:
 
Debt Servc payments
 

n482 & prior debt 2.2 1.9 1.6
1.8 1.5
1983, & future debt 0.3 1.0 1.9 3.2
Total, MLT T.7 77 T3 27

FMS, payments 0.2 0.3 0.4 0.4 0.5
Total Debt Service payment 7/ 73 T7 T 37 

Debt service as %.
 
Wxors, goods and
 
servi 

26 25 30 37 48
MLT (payments on 
1982 & prior debt) (26) (21) (20) (17) (15)
TOTAL including EMS 28 28 4135 53
 

Note: 
Tudes debt service on existing debt at the beginning of 1982, other likelyixdebtedness obligations and assumed future debt to finance the currentaccount deficit. Does not include payments under French or other non U.S.military credit arrangemts. Details may not add to the totals due to

roundIng. 

ProJected debt outstanding* 16.2 19.0 28.323.3 34.5MLT -- 1981 & prior 34T M M ITT
1982 & future* 2.6 10.05.6 15.5 22.4 

*assumes, 7 year, 10 percent interest with grace period of two years on new 
debt - Excludes FMS 
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Under these assumptions Egypt's debt service burden on civil medium and long 
19 86 

from 25 percent in 1982 to 48 percent by . Includingterm debt rises 
repayment on FMS raises the overall repayment level, from 28 percent in 1982
 

average annual growth in these payments of 17to 53 percent in 1986. The 
should be compared with the 3 percent increase in projected foreign
percent 

exchange earnings.
 

In normal circunmtances, where creditor confidence is maintained, a large part
 

of scheduled principal repayment is "rolled over" through new gross foreign
 

borrowings. The principal value of the debt-service indicator is as an index
 
- the higher the ratio the
of short-run regularity in the balance of payments 


greater the external adjustment required to compensate for adverse balance 
of
 

payments developments.
 

Many countries have had ratios between 20 percent and 70 percent at various 

times without encountering serious debt servicing problems - while other 

countries have had ratios below 20 percent when they renegotiated their
 
ratio for all non-oil developingexternal debt. The average debt service 

The class of
countries at the end of 1982 is estimated at 22 percent. 

- the netdeveloping countries with economies most closely resembling Egypt's 


oil exporters  have even higher debt service ratios -- 37 percent -- a sharp 

rise from the 1981 level of 33 percent. From 1978 to 1982 their total 
In contrast, poorer developing
outstanding debt increased by some 75 percent. 


countries, unable to borrow in international financial markets to the extent
 

which wealthier economies can, have debt-service ratios of less than half that
 

of the net oil exporter's - 13 percent in 1981 and 14 percent in 1982.
 

Despite these cautions, the outlook for Egypt's debt repayment burden is
 

somber. There is now more attention to assessing overall debt repayment
 
Recent events have made lenders more
capacity of developing economies. 


critical in assessing the credit risks of individual borrowers. Pessimistic
 

assessments of the outlook for the international oil market have also made
 
of large debt servicinglenders more concerned with the future energence 

This has put more attention on the indicators of the capacity toproblems. 

repay. 

A sharp turn-around in the world economy would improve the outlook for Egypt's
 

present sources of foreign exchange earnings by firming up petroleum prices,
 
and improving earnings of
increasing traffic through the Suez Canal, 

the prospects forexpatriate workers and receipts from tourism. Hbwover, 
are not encouraging.international economic recovery in the near future 

such factors beyond its control. For the debt serviceEgypt cannot rely on 
There are
 

a number of policy measures that could bring import demand within the capacity

outlook to improve, the imbalances noted earlier must be corrected. 


to sustain. Non-oil export performance could be encouraged
 

through extiage rate and prica policies. Investment regulation could be
 

geared to increase capital J~ives~rent financing through encouraging non-debt
 

Higher domestic prices for petroleum products would 

of the economy 

incurring 'capital flows. 
and free oil for export. Higher interest rates,reduce internal demand 

combined with appropriate exchange rate guidelines, could attract remittances
 
Removing cost-price distortions would
and short-term capital from abroad. 


encourage production along lines of Egypt's comparative advantage, bringing
 

about increased production, and substituting for imports or providing an
 

export base.
 

started shortly and reasures undertaken to
Unless the economic transition is 
correct the imbalances noted earlier, there will be insufficient time 

for
 

these neasures to generate the productive capacity to earn sufficient 
exchange
 

to service the projected debt without affecting the performance and growth of 

The extent to which the goverrnent will adopt such
the economy as a whole. 

measures to improve its balance of payments and ease the debt servicing 

is not
 

yet demonstrated.
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House of Representatives
 
Washington, D.C. 20515
 

Dear Mr. Chairman:
 

As 
required by Section 723 of the International Security and
Development Cooperation Act of 1981, 
I am pleased to transmit a
report on economic conditions in Turkey and the capacity of
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December 1982
 

REPORT ON THE TURKISH ECONOMY
 

AND DEBT REPAYMENT PROSPECTS
 

A. Introduction and Summary
 

our third "Report on the Turkish Economy and Debt Repayment
This is 


Prospects." It is essentially an update of the earlier ones, and
 

should be read in conjunction with them.
 

second report in
In the intervening period since submission of our 


March 1982, Turkey has continued to make substantial progress toward
 

restoration of balance of payments equilibrium and price stability.
 

There is now general agreement that the financial crisis which
 

necessitated extraordinary efforts on the part of Turkey's donors and
 

creditors is coming to an end. 
 This is not to suggest that the
 

the crisis are fully resolved.
deepseated problems which gave rise to 


Clearly, some will require the attention of the Turkish authorities for
 

many years to come. Moreover, the Turkish economy is highly vulnerable
 

to external shocks, particularly in the Middle East. Nevertheless, if
 

Turkey follows through on the program of stabilization and structural
 

reform put into place in 1980, as it committed to do, and if exports
 

further reduce
continue to grow, it should be possible for Turkey to 


the deficits in its foreign trade and services accounts aLid
 

increasingly finance those that remain on commercial terms without
 

jeopardizing its development plans or causing a new debt crisis.
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The sections which follow describe economic developments of the
 
past year and project Turkey's balance of payments and external debt
 
picture for the 
next few years. In an annex, there is 
a brief
 

discussion of some 
of the major structural problems which will nee 
 to
 
be resolved if Turkey is to maintain equilibrium in 
its external
 

accounts in the long term.
 

B. Developments During the 
Past Year
 

In 1982, Turkey continued to make progress toward reestablishing
 

price stability, creating conditions condusive to stable, long-term
 

economic growth, and restoring equilibrium in its external accounts.
 

In real terms, Gross National Product 
(GNP) grew by an estimated
 
4.4 percent, about the same 
level as achieved in 1981. 
 On a per capita
 

basis, the 
rate of growth was approximately 2 percent. 
 Ns in 1981,
 
growth was export led. Merchandise exports grew from 22-25 percent in
 
current dollar terms. 
 Real 
fixed capital investment increased by some
 
3 percent, with growth in public investment expenditures outpacing
 

those of the private sector. 
 The latter have remained sluggish for
 
many years, the 1982 level being no higher in real 
terms than that
 

reached in 1972.
 

1 
 0-93---'44
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Real consumption expenditures probably rose by approximately 2
 

percent in 1982, up fractionally from 1981. As with investment, public
 

sector consumption grew more rapidly than did private consumption. The
 

growth rate of the former was, however, slower than it had been in 1980
 

and 1981. Slow growth in private consumption reflected wage
 

restraints, high unemployment and the availability of savings
 

instruments which yielded a high real rate of return.
 

In the spring of 1982 the rate of inflation accelerated briefly,
 

following two years of steady decline. However, the downward trend in
 

both the wholesale price and cost-of-living indices resumed in May.
 

For the period November 1981-November 1982, wholesale prices increased
 

by 20.5 percent. By contrast, the rates of increase for the two
 

preceding years were 27.3 percent (Nov. 1980-Nov. 1981) and 96.9
 

percent (Nov. 1979-Nov. 1980). Consumer prices rose somewhat more
 

rapidly (about 28 percent over the past year) but also trended down.
 

The balance of payments picture continued to improve in 1982. When
 

final data are available, they will probably show a small overall
 

surplus, thus permitting Turkey to replenish its foreign exchange
 

reserves. While it is correct to say that the crisis of the late
 

1970's and early 1980's is largely over, Turkey has not as yet
 

reestablished equilibrium in its external accounts. The small balance
 

of payments surplus projected for 1982 could not have been achieved
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without substantial inflows of concessional capital from OECD and OPEC
 

countries, the World Bank, and the 
IMF, and without continued
 

implementation of debt rescheduling agreements.
 

Still, progress was impressive. As previously noted, merchandise
 

exports grew by 22-25 percent in current dollar terus. 
 This followsA
 

62 percent growth rate in 1981. 
Most if not all of the growth which
 

occurred during 1982 was in the processed and manufacturr products
 

sectors. 
 For the nine month period January through September 1982,
 

these sectors contributed 60 percent of the total dollar value of
 

exports. 
This is the first time that Turkey's exports of these
 

products exceeded its agricultural exports.
 

The shift in thA geographic distribution of exports observed in
 

last year's report continued. For the first nine months of 1982,
 

exports to Middle East Pnd North African countries increased by 55
 

percent over the corresponding months of 1981. 
 Approximately 50
 

percent of Turkey's merchandise export earnings were derived from trade
 

with these countries.
 

Preliminary data indicate that the rate of growth of exports has
 

declined in recent months. Agricultural exports have been less than
 

previously anticipated. A decline in the availability of export
 

credits may also be a factor, although we do not yet have enough
 

information to know for sure. 
 It should be emphasized that the decline
 

in the export growth rate is a very recent occurrence. It is too early
 

to know whether a problem is emerging.
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For the first three quarters of 1982, merchandise imports declined
 

by 5 percent in dollar terms, reflecting declining prices of oil and
 

other goods. The world-wide oil glut and the appreciation of the
 

dollar vis a vie other convertible currencies are major reasons.
 

Another is that Turkish importers apparently no longer have to pay
 

premium prices for their orders now that foreign exchange transfers are
 

once again proceeding smoothly. In real terms, imports have risen in
 

1982, as one would expect given the expanded level of economic activity.
 

For the yeat as a whole, the trade deficit was probably in the
 

neighborhood of t3 billion, approximately 30 percent or *1.2 billion
 

less than it was in 1981. Net earnings from invisibles--largely
 

workers' and profit remittances, transport services and tourism, less
 

interest payments on foreign debt--were probably about $1.7-t1.9
 

billion, a drop of some t200-*400 million from 1981. Interest
 

obligations may have risen slightly as Turkey received less relief from
 

debt reschedulings than it had in previous years. Of potentially
 

greater consequence was a decline in workers' remittances. Growing
 

receipts from Turks working in the Middle East did not offset a decline
 

in remittances from Europe. To some extent, changes in currency
 

valuations were to blame. The Deuchemark depreciated relative to the
 

dollar, reducing the dollar equivalent of a given level of mark
 

denominated remittances from Germany. However, in balance of payments
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terms, this is probably not a 
serious problem for Turkey, since the
 
reduction in foreign exchange earnings expressed in dollars was roughly
 

offset by reductions in the dollar value of imports. 
 More importantly
 

in terms of future prospects is the decline in demand for expatriate
 

labor in Germany and other Western European countrits, which in turn
 

reflects continued sluggish economic conditions. A third factor may.
 

have been some loss of confidence in the Turkish banking sector. 
 rA
 

June, one of the largest private brokerage houses, which inter alia
 

placed certificates of deposit of banks among the public, collapsed
 

creating a momentary panic and weakening the position of the smaller
 

banks. 
 While the Government of Turkey moved quickly to restore
 

confidence, it may be supposed that 
some expatriate workers reacted by
 

investing funds 
in their countries of residence rather than remitting
 

them to Turkey.
 

Tourism probably netted Turkey about $250-$300 million,
 

approximately the 
same as in 1981. Earnings from other
 

invisibles--transport services, profit remittances, etc.--increased by
 

approximately 25 percent to 
$700 million in 1982.
 

The balance of payments deficit on current account was probably in
 
the $1-t1.3 billion range in 1982, down significantly from the $3.2
 

billion figure recorded in 1980 and $2.1 The
billion in 1981. 


aforementioned 
impressive growth in merchandise exports, coupled with 
a
 

leveling off--perhaps even a marginal decline--in payments for imports
 

accounts for this salutary development.
 



510 

Turkey had no difficulty financing the deficit thanks to
 

concessional financing, stretching out of principal repayment
 

obligations as previously arranged in agreements with bilateral and
 

bank creditors, and continued IMF assistance.
 

C. Prospects for 1983-65
 

The balance of payments crisis is coming to an end. However,
 

Turkey is entering a critical period. The Government understands that
 

it can no longer count on the high levels of extraordinary assistance
 

provided by bilateral and multilateral donors for the past few years.
 

At the same time, interest and principal obligations on outstanding
 

debt will rise as the relief provided by recent reschedulings
 

diminishes. In a nutshell, the question may be stated as follows:
 

Can Turkey generate enough foreign exchange to finance the imports
 

it needs for growth and development and still manage its foreign debt?
 

It seems unlikely (although it is not impossible) that as a
 

capital-short, developing country facing difficult world market
 

conditions, Turkey will be able to quickly achieve a current account
 

balance without adverse consequences for its legitimate development
 

aspirations. of course, the current deficit must be held down to a
 

manageable level. This leads to two subsidiary questions:
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(1) Can Turkey continue to expand its exports of goods and
 

services in the face of sluggish economic conditions worldwide?, and
 

(2) Can it attract the commercial capital inflows it will need
 

for current and investment requirements and for debt amortization7
 

Turkey is not 
in a position to guaranty positive responses to these
 

questions by its actions alone. 
 Nevertheless, the macroeconomic policy
 

framework which it adopts will clearly be of considerable importance.
 

In essence, it will be necessary for Turkey to continue to constrain
 

domestic demand, provide a milieu conducive to export expansion and
 

more 
efficient use of resources, continue efforts to reduce dependence
 

on imported energy, and attract the capital needed to realize its very
 

considerable potential. 
Monetary, fiscal and wage restraint will be
 

required. So too will import liberalization and maintenance of the
 

real foreign exchange rate at a level which holds out 
the promise of
 

profits for successful exporters. The Government is committed to this
 

course of action. Nevertheless, the obstacles are 
formidable. Turks
 

have been living with economic austerity for some time now. In
 

effect,they are being asked to continue to do so 
for the extended
 

period of time necessary to effect a major restructuring of the
 

economy. 
 The scheduled return to parliamentary democracy, while
 

clearly a welcome development, is also a complicating factor in 
that it
 

will provide an environment 
in which diverse ectnomic interests will
 

have broader opportunities to press their concez>.s.
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Assuming the Turks persevere in the restructuring task they have
 

set for themnelves, and absent severe external shocks, the picture
 

nevertheless appears promising. The Turks have already demonstrated
 

their ability to perform in the export market. With proper incentives
 

(already in place), it should be possible to achieve further
 

substantial export growth during the next 
few years. In this regare,
 

it should be noted that (1) Turkey continues to have excess capacity i
 

many non-agricultural sectors and a high rate of unemployment and
 

underemployment; if the opportunities are there, Turkish entrepreneurs
 

are well-positioned to take advantage of them, (2) Turkey's geographic
 

position astride Europe and the Near East, and its cultural affinity to
 

both regions, provide advantages in terms of low transportation costs
 

and familiarity with the business practices of its trading partners,
 

(3) Turkey does not export enough of any good or service to affect
 

prices; as a price taker it need not be concerned about the possibility
 

of creating a glut on the world market by increasing production for
 

export, and (4) there remains substantial potential for growth in
 

agricultural exports.
 

In broad terms, we think the Turks should be able to expand
 

merchandise exports fast enough to finance the increasing volume of
 

imports it needs to accommodate a 4-5 percent economic growth rate.
 

The trade deficit would thus remain at approximately the 1982 level of
 

$3 billion for the next few years. In the meantime, earnings from
 

profit and workers' remittances, transport services, tourism and other
 

And assuming that
services should grow slowly in dollar terms. 
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interest rates remain moderate,'interest obligationc will remain at
 

a3;roximately their current level and net 
invisibles earnings will
 

grow, probably reaching $2.5-$3 billion by 3'd:. 
 If this scenario,
 

i.e. unchanged trade deficits and increasing earnings from invisibles,
 

proves accurate, the current account deficit will fall, 
and conceivably
 

could even be completely eliminated.
 

Amortization of Turkey's external debt will require some 
$800
 

million to $1 billion more in 1985 than it did in 1982 as 
the grace
 

periods on previous debt reschedulings expire and new loans are
 

secured. However, given the likelihood that the current deficit will
 

decline and that adherence to sound economic polici, s will make Turkey
 

increasingly attractive to 
foreign investors, comm,.rcial lenders, and
 

institutions such as the World Bank and European Investment Bank, it
 

should be possible for Turkey to secure the financing it will require.
 

The debt burden is expected to remain heavy, but manageable. The
 

debt service ratio!
/
, which was 22 percent in 1981 and about 23
 

percent in 1982, should remain at abo-it the same 
level, as rising debt
 

service obligations are offset by increasing earnings, particularly
 

from mezchandise exports.
 

I/The ratio of principal and interest obligations on external debt to
 



514
 

ANNEX
 

Structural Problems with Balance of Payments and Debt Implications
 

While prospects for the near term anorpr favorable, Turkey will
 

need to persevere in its efforts to resolve a series of structural
 

problems which otherwise could threaten its long term economic and

financial viability. Some of these are discussed briefly in this
 

section.
 

(1) Increasing the Efficiency of the State Economic Enterprise
 

In 1979, the State Economic Enterprises (SEEs) as a group lost $2.3
 

billion, approximately 3.5 percent of the Gross Domestic Product (GDP)
 

that year. Nevertheless, they invested over $5.5 tillion in plant,
 

equipment and inventories. Total financing requirements
2/ 

amounted
 

to over 11 percent of Turkey's GDP. Two-thirds of those requirements
 

were met from government sources, mainly budgetary transfers rid
 

borrowing from the central bank. The implications for fiscal and
 

monetary policy are apparent. Clearly, the SEEs were inefficient,
 

overstaffed and badly managed, both by the SEE staff 
itself and by the
 

Government bureaucracies which maintained extensive control ovsr SEE
 

hiring and firing, pricing, investment decisions, etc.
 

!/Operational losses, plus investment less depreciation.
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In view of the sheer size, and therefore importance, of the SEEs,
 

the Government is 
taking a gradual approach to reform. Access of SEEs
 

to budgetary resources has been reduced. 
 Concurrently, steps 
are being
 

taken to 
strengthen SEE management and to give management the autonomy.
 

and incentives it needs 
to set prices, establish salaries and
 

incentives and make investment decisions on the basis of sound economic
 

and financial criteria.
 

Interim results have been encouraging. By 1961, 
the SEEs actually
 

showed a small profit on current operations and were able to
 

self-finance a small portion of 
their fixed investments. The
 

proportion of total financing requirements met from government
 

resource& fell 
to one-half and budgetary transfers were down by 19
 

percent ($500 million) from their 1979 level. 
Nevertheless, serious
 

inefficiencies remain, and 
are a drain on the economy.
 

(2) Energy Development
 

Turkey's depindence on imported energy, particularly oil, 
is a
 

prime 
source of balance of payments disequilibrium. In the winter of
 

1979-80, foreign exchange shortages meant that many Turks had to do
 

without heat and light. Industrial production was cut back due in part
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to energy shortages. In 1980, over 70 percent of Turkey's goods and
 

services export receipts went to pay for imported oil. While the
 

crisis subsequently eased, due in the main to moderating oil prices and
 

dramatic growth in Turkey's export earnings, Turkey still spends large,
 

sums for imported oil, and could find itself in a very precarious "
 

position in the event of another sharp escalation in oil prices.
 

Recognizing this, the Government is stressing development of domestic
 

ener, resources -- particularly hydropower and lignite -- and oil
 

exploration, and is utilizing price mechanisms to encourage energy
 

conservation. Again initial results are encouraging. In 1981 domestic
 

production of lignite, hard coal and hydropower increased by 10 to 15
 

percent over the previous year. At the same time, imports of oil and
 

petroleum products dropped in volume terms despite the economic revival
 

in Turkey that year.
 

The priority which the Turkish authorities accord to energy
 

development is clear from the government's investment program. For
 

1982, 34 percent of total public investment expenditures are for energy
 

pzoj c:s.
 



517 

(3) Development of Agriculture for Export
 

Agricultural exports grew by 65 percent in current dollar terms
 

between 1979 and 1981. 
 However, this was achieved largely through
 

diversion of current production to foreign marketb, 
a pattern which
 

does not provide a sound basis for sustained growth.
 

In last year's report, 
we noted that there remains considerable
 

potential for further growth in agricultural exports, and that
 

realization of that potential depended inter alia upon the Government's
 

ability to utilize price signals effectively, arrest the rapid rate of
 

decline in fixed investment in agriculture which took place in the late
 

1970s and expand and improve the quality of services provided to
 

Turkish farmers.
 

This analysis remains valid. 
 It may also be appropriate for Turkey
 

to consider shifts in the composition of agricultural production to
 
give more emphasis to industrial and cash crops and less to import
 

substitutes and staple foods, and to develop a more aggressive strategy
 

for marketing its agricultural products abroad.
 

(4) Development of Tourism
 

Last year we noted in passing that while Turkey clearly
 

possesses touristic attractions, tourism, which is 
a major source of
 
income for other Mediterranean countries, remains disappointing in
 

Turkey. 
Substantial investments in infrastructure over a period of
 

several years will be needed before tourism becomes a major source of
 

foreign exchange.
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APPENDIX 5 

BY THE SUBCOMMITTEE ON 

EUROPE AND THE MIDDLE EAST TO THE DEPARTMENT OF STATE AND 

AGENCY FOR INTERNATIONAL DEVELOPMENT (AID) AND RESPONSES 

SUPPLEMENTAL QUESTIONS SUBMITTED 

THERETO (ISRAEL) 

RESPONSES FROM THE DEPARTMENT OF STATE: 

1. How much money is there today in the Israeli trust fund
 

which has money for payments or, military purchases?
 

--What efforts have been made to try to devise a way to
 
restructure the fund to help Israel, and what might that
 
involve?
 

Israel, as of March 10, 1983, has $15.7 million in its FMS
 

trust fund account. However, this does not reflect the FMS
 

monies which Israel has available for use. Israel still has
 

its FY 1902 credit funds available for its
$179.1 million of 


purchases of defense articles and services and it has not
 

expended any of the tl.7 billion of FY 1983 credit funds. We
 

have restructured Israel's FMS trust fund requirements by
 

establishing a special billing procedure on its FMS cases which
 

minimizes Israeli drawdowns of working funds from its loan
 

agreements for the FMS trust fund. Additionally, we permit
 

termination/liaibility requirements to be covered by a signed
 

but unexecuted drawdown letter. That is, the Israeli FMS trust
 

fund currently does not contain termination/liability funds,
 

but should Israel default on its payments we could execute the
 

drawdown letter to provide the required funds.
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2. 
The Israeli government has repeatedly pointed out that its
financial standing could be improved if 
the United States
removed obstacles 
to the export of Israel-made military and
 
non-military goods.
 

To what oostacles is Israel referring?
 

We are 
not certain what is referred to in tnis question.
 

With respect to Israeli produced military goods, certain items
 

produced with U.S. technology or U.S.-made components require
 

approval for export to 
third countries. We review requests in
 

this category on a case-by-case basis. 
 it is not possible
 

under the law for 
us to give blanket approval to Israel for
 

exports of any item containing U.S. components or technology.
 

Despite this requirement, Israeli exports of military goods
 

have been estimated to have reached almost $1 nillion in 
1982.
 

With respect to exports to the U.S., 
Israel L fits from the
 

Generalized System of Preferences provided fnr 
developing
 

countries 
(and is among the seven top beneficiaries of that
 

program) as well as enjoying MFN tariffs on 
items excluded from
 

the GSP.
 

What was the total of Israeli military and non-military

exports to 
the U.S. in 1982?
 

Total U.S. imports from Israel in 1982 
were S1.162 billion
 

according to Commerce Department statistics. IL is difficult
 

to come up with separate figures for military imports because
 

of problems of definition. The Department 
of Defense informs
 

us that in 1982 procurement contracts with a
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total value well in excess of $74 million were granted to
 

Israeli firms under the provisions of the 1979 Iemoranuum of
 

Agreement. The above figure covers only those contracts
 

managed through the Defense Attache Office of our Emdassy in
 

Tel Aviv. Substantial additional contract awards have been
 

made involving U.S. military units in Europe and the U.S., but
 

decentralization of procurement plus the complexities of some
 

contracts involving companies of more than one country make it
 

difficult to provide an exact total.
 

--Has there been any change in the pattern of exports since
 
the Israeli invasion of Lebanon?
 

We are not aware of any change in Israeli exports to the
 

U.S. nor is there any reason to expect that there would be
 

one. Israeli exports in general have suffered no quantifiable
 

impact from the invasion of Lebanon. While there was a slight
 

downturn in Israeli export performance in 1982 it had begun
 

before the invasion and little, if any, of it can be attributed
 

to that event.
 

--What preferential treatment could we provide to help
 
Israeli exporters, and would the administration support this?
 

Israel already enjoys a regime with regard both to trade
 

and U.S. Government procurement as liberal as that provided to
 

any of our allies. In addition to the MFN and GSP benefits
 

cited above, a 1979 Memorandum of Agreement between our two
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governments grants Israel rights in bidding on DOD procurements
 
that are similar 
to those accorded 
our NATO allies. Israel is
 
negotiating this month toward acceding to 
the GATT Government
 
Procurement Code. 
Their accession to that Code will, under the
 
provisions of the U.S. Trade Act of 1979, provide further
 

access to 
U.S. Government procurement.
 

One Israeli suggestion for 
further preferential treatment
 
has been the negotiation of 
a Free Trade Area with the U.S.
 
Any consideration by the U.S. of such 
a proposal would have to
 
take into account overall U.S. 
trade policy and implications
 

for U.S. industry.
 

What would be the cost of such concessions to U.S.
 exporters and manufacturers?
 

It is impossible to estimate costs in 
the absence of a
 
specific proposal for such tariff reductions. It is reasonable
 
to 
assume that, depending on the exact aLrangements, there
 
would be costs to 
some U.S. industries where Israel it,highly
 
competitive with our own 
firms. 
 At the same time, there may be
 
opportunities for expansion of overall U.S. exports through
 

such a vehicle.
 

1841510-83--a5 
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3. In testimony before the subcommittee last year, Mr. Draper
 
said that the purpose of seeking $300 million more in FMS for
 

FY 1983 than for FY 1982 was related to the sale of AWACS
 

aircraft to Saudi Arabia, though not as a strict quid pro quo.
 

Another $300 million add-on was projected for FY 1984.
 

Does this remain part of the justification for the $300
 

million extra requested for FY 1984 over FY 1982?
 

The Administration discussed with the Israelis the prospect
 

of seeking an additional $600 million in the same time frame as
 

the Saudi AWACS purchase, although not necessarily in direct
 

to the Saudi sale. Our FY 83 and 84 proposals
 

have fully reflected those discussions.
 

relationship 


--Without this explicit justification next year, can we
 
expect a decline in your FY 85 proposal?
 

an FY 85
 

budget proposal. It would, therefore, be premature to
 

The Administration has not yet fully formulated 


speculate on exact budget levels. Our proposal will, however,
 

contihuc, to reflect our analysis of Israel's overall capability
 

vis-a-vis its potential adversaries.
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4. The Lebanese Government indicates that last summer most of
the equipment of the Lebanese army which was 
in the south was
 
either destroyed or confiscated by Israel.
 

Have we brought this issue up with the Israelis?
 

We have raised individual incidents in which it 
was brought
 

to our attention that the weapons or equipment of the Lebanese
 

Armed Forces, the legally constituted military authority of the
 

country, were confiscated. An example of such an incident
 

occurred when a number of rifles, originally alleged to have
 

been supplied by Saudi Arabia to 
the PLO, were found in fact to
 

have been sold to the Lebanese Government and in possession of
 

LAF units when their barracks was overrun by IDF units.
 

--What are we trying to do?
 

We have, since the beginning of the Lebanon invasion,
 

sought to avoid situations of friction between the legally
 

constituted military force of Lebanon, 
the LAF, and Israeli
 

forces. Our objectives have been spelled out on numerous
 

occasions as encompassing the full withdrawal of foreign forces
 

in a manner consistent with the territorial integrity and
 

sovereignty of Lebanon and the 
security of Israel's northern
 

border area. The Lebanese Armed Forces will have 
an essential
 

role to play in arrangements to ensure the security of Israel's
 

northern border. It is important, therefore that the LAF have
 

the means and capability to carry out effectively its
 

responsibilities.
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--Are w. trying to have the confiscated equipment
 

returned?
 

in carrying out
 
Consistent with the role the LAF will play 


its responsibilities in south Lebanon 
following the successful
 

conclusion of the Lebanese-Israeli 
negotiations, any LAF
 

Israelis should be returned.
 equipment currently held by the 


What Israeli requests for permission to sell sophisticated
5. 

equipment to third countries, especially in South and Central
 

America, are pending today?
 

--Are the Israelis selling weapons to Iran and South Africa
 

today?
 

We have no pending requests from the Israeli Government to
 

to
sell sophisticated equipment subject to U.S. control, either 


countries of South and Central America or 
elsewhere.
 

With respect to Israeli sales of weapons to third parties
 

it is important to note that Israel produces a substantial
 

variety of weaponry that does not involve U.S. technology and
 

Our ability
is, therefore, not subject to our legal controls. 


to monitor transfers of such equipment is relatively limited
 

since our primary r.sponsibility is for military equipment
 

subject to U.S. controls.
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6. What is 
the current status of discussions on the production
of the LAVI plane?
 

--Can you tell us 
whether the obstacles at present are
primarily technical 
or political?
 

--Is the U.S. willing or unwilling to provide advanced
technology or 
R & D funding 
to the Israelis for the Lavi

production?
 

The LAVI project, and the extent of potential U.S. support
 
for the program, remain under review at 
senior levels of the
 
U.S. Government. 
A nunber of complex issues 
are involved -

including transfer of advanced technology, and the appropriate
 
use of FMS resources 
-- and no decisions 
on these questions
 

have yet been made.
 

7. The administration is requesting $12.5 million for FY 1984
for refugee resettlement to 
Israel. 
 But the program will 
now
assist all Jewish refugees resettling in Israel, not just those
from the Soviet Union and Eastern Europe, who are now leaving
in small numbers.
 

--Does this 
mean that 
we will 
now pay for American Jews who
choose to resettle in Israel?
 

No. 
 The funds will be used for resettlement of refugees
 

from "countries of distress."
 

--What is the justification for the change?
 

The broadening of the language was undertaken at
 
Congressional initiative because of increased costs associated
 
with the resettlement of new refugee groups whose requirements
 
for additional assistance in acculturation and job training are
 

proving expensive.
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WEST BANK AND GAZA PROGRAMS AND REGIONAL COOPERATION
 

1. Do you project that the entire $7 million in the West Bank
 
and Gaza account will be made available to American Private
 
Voluntary Organizations (PVOs) which currently administer the
 
program?
 

We envisage a continuation of the PVO programs. At this
 

time, however, we cannot say for sure whether the entire amount
 

will be used for PVO-implemented activities as in the past. We
 

would like to retain some flexibility to utilize funds
 

allocated for West Bank and Gaza programs for other than PVO
 

implemented activities if suitable projects can be identified
 

which are more suited for implementation by other kinds of
 

institutions. Flexibility will be especially important if, as
 

hoped, negotiations on the future status of the West Bank and
 

Gaza are resumed, as called for in the President's September 1
 

initiative. As in the past, we will notify the Congress before
 

initiating any new activities under the West Bank and Gaza
 

program, regardless of whether they are proposed for PVO
 

implementation.
 

--Have all the funds for FY 1982 been obligated? What
 
remains unobligated? What remains unexpended?
 

All FY 1982 funds ($6 million) have been obligated. As of
 

December 31, 1982, $6.6 million was unexpended from PY 1982 and
 

prior year obligations which totalled $27.1 million. Of this
 

$6.6 million, $2.7 million was obligated late in FY 1982, $2.4
 

million remains in the America-Mideast Educational and Training
 

Services (AMIDEAST) scholarship program under which
 

participants are foward-funded through completion of their
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approved academic studies, and $1.5 
was unexpended under the
 

American Near East Refugee Aid (ANERA) grant because of
 
difficulties that PVO has encountered in receiving sub-project
 

clearance from the Israeli authorities.
 

We anticipate that the first obligation of FY 1983 funds,
 
$2.2 to the Community Development Foundation (CDF), will be
 
made this month. AMIDEAST and ANERA are expected to submit
 

funding proposals for review in April or May, and additional
 

funding for the Catholic Relief Services 
(CRS) Health Education
 

project is scheduled after completion of an evaluation of the
 

project in the early summer.
 

On what basis do you justify the $7 million request in
 

aid for the West Bank and Gaza for FY 1984?
 

Since FY 1982, the budget for West Bank and Gaza programs
 

has increased by annual increments of $500,000. The overall
 

program has increased somewhat, but the annual increment has
 
been primarily used to meet increased program costs due to
 

inflation and the substantial rise in U.S. university tuition
 

and international travel costs of the faculty development
 

program implemented by AMIDEAST. 
We think it important to
 

allocate a sufficient amount to at least maintain the real
 

level of activity under this program after taking inflation
 

into account. In this regard, as our presentation to Congress
 

indicates, "... the developmental needs of the population are 
being well served by this program and ... the continuation of 
this assistance demonstrates U.S. concern for the people of the 

West Bank and Gaza.' This latter objective assumes even
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greater importance as we continue our efforts to broaden the
 

peace process, as the President called for last September 1.
 

--What types of development projects do the PVOs plan to
 
continue to develop with the $7 million?
 

We anticipate that the PVOs will continue to implement
 

programs similar to those currently in operation, with ANERA
 

.concentrating on assistance to cooperatives in land
 

reclamation, marketing and provision of agricultural services.
 

The AMIDEAST faculty development program will probably be
 

extended to an additional institution, and CRS is expected to
 

extend its self-help development project to additional rural
 

villages in the West Bank and Gaza. CDF will continue tc
 

develop projects in water distribution and storage, agriculture
 

and health services, as well as provide some assistance to day
 

care centers.
 

--What is the benefit to the U.S. of these projects?
 

This program is the'only tangible effort underway to
 

demonstrate U.S. concern for the people of the West Bank and
 

Gaza. By its presence in the territories, the program provides
 

concrete evidence of U.S. interest in and commitment to an
 

eventual, equitable resolution of the problems of the area.
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2. The American PVOs working in the West Bank and Gaza
implementing these development projects have had difficulties
in 
the past with the Israeli government. Some of them have
reported recent improvements and Israeli approval of projects.
 

-- What is the reason for 
the recent improvement in
 
relations?
 

We cannot be sure 
of the exact causes of such changes. It
 

seems reasonable to suppose, however, that greater
 

understanding of t-.e 
mutuality of interest between the Israeli
 

Government and the USG has developed over 
the years as the
 

program and its objectives have been discusaej by the PVOs, the
 

Israeli Government and 
the US Government.
 

--What is 
your general impre',iion of the impact of Dr.
Milson's resignation 
as West BanK Civil Administrator and
events in Lebanon on the West Bank and Gaza and on U.S.
 
projects.?
 

We have not been able to discern any immediate impact from
 

these events on U.S. projects. 
 It is clear that events in
 

Lebanon have contributed to greater tensions among the
 

Palestinians of 
the West Bank and Gaza. With respect to Dr.
 

Milson's resignation, the fundamental issue appears 
to be less
 

who than how the Israelis conduct their administration of the
 

occupied territories.
 

--What is your 
impression of the state of PVO-Israeli
 
relations today?
 

We believe there has been some improvement in thr past year
 

measured both in terms of 
the number of project approvals by
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the Israeli Government and the general tenor of the dialogue
 

between the two parties.
 

---How effective have our Consulate General in Jerusalem and
 

Embassy Tel Aviv been in resolving problems that have a,.sen
 
regarding these U.S. programs? Who takes the lead on these
 
matters?
 

The Embassy deals directly with the Israeli Government, and
 

has been effective in intervening with the GOI when it was felt
 

that Israeli actions made achievement of the purposes of the
 

program difficult. When an individual PVO encounters
 

difficulties, it is our practice to urge that, in the first
 

instance, the PVO make every reasonable attempt to resolve the
 

problem with the Israeli authorities without our intervention.
 

This approach is generally preferred by the PVOs and has
 

usually been effective. Nevertheless, there have been
 

necessary to intervene
 

with the appropriate Israeli Government department 


occasions when the Embassy has felt it 


or
 

departments concerned.
 

--The Israelis recently approved a produce market for
 
Halhul, a project which was originally proposed four or five
 
years ago. Will you now be able to fund thin project soon from
 

other funds already appropriated and available?
 

updated
We understand from ANERA that it will include an 


proposal for funding of the 11alhul market project in its
 

request for FY 1983 funding to be submitted to AID this April
 

or May. If the proposal contains adequate information as to
 

economic justification and cost effectiveness of the market, we
 

certainly anticipate funding this long delayeC project this
 

year.
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3, U.S. aid to universities in the West Bank and Gaza has gone
from $2.2 million in FY 1982 to an estimated $2.5 million in PY
1983, to a requested $2.8 million in PY 1984, to be funded

through AMIDEAST.
 

Has any of this money gone to universities closed by
Israeli authorities over 
the past year? If so, how does such
renewed tension and disruption affect American-funded
projects? If the universities are closed much of the year, how
can these projects be implemented?
 

A total of approximately $200,000 annually is provided by
 
AMIDEAST directly to 
three universities - Bethlehem, Bir Zeit
 
and Al Najah - for undergraduate scholarships. 
The bulk of
 
AMIDEAST grant funds is expended in the U.S. to support
 
graduate studies for university faculty development, non-degree
 
participant training programs and for administrative costs.
 
Thus, most of the AMIDEAST program is not directly affected by
 
tensions in the West Bank. 
 The universities have not been
 
closed for extended periods over 
the past year. When they were
 
closed for long periods in the past, the universities extended
 
claLs hours upon re-opening, introduced Saturday sessions, and
 
lengthened the school calendar into the summer months in order
 
to complete course work. 
 These measures have been successful,
 
and students, including those receiving AID scholarship funds,
 
have been able to complete a full year's work.
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4. Last summer the Israeli authorities imposed a requirement
 
on all foreign nationals teaching at the universities on the
 
West Bank to sign a statement declaring that they would not do
 

support the so-called PLO organization or
anything "to help or 

any other hostile oraganization." In November the requirement
 
for a separate statement was dropped, and the statement was
 

incorporated into the work permit application itself. The
 
faculty members continue to reject the statement.
 

-- Is the requirement that the statement be signed
 

currently being enforced?
 

The Israeli authorities continue to enforce the
 

In recent weeks a number of foreign faculty
requirement. 


members have been banned from teaching for failure to comply
 

with it, but, as far as we are aware, none have been expelled
 

from the area for this reason since last fall.
 

-- Secretary Shultz objected publicly to the original
 
requirement. Are we satisfied with the incorporation of the
 

statement into the work permit application?
 

The Israeli decision to modify the form of the requirement
 

was evidently an effort at compromi~a. but it did not resolve
 

the problem. We understand a further modification has been
 

firm hope that both sides will find a
proposed. It remains our 


way to work together to break the current impasse, so that the
 

future of higher education on the West Bank will not be
 

imperiled.
 

-- How much do the universities in question depend on
 
foreign nationals (including Jordanians)?
 

It is our understanding that most of the foreign professors
 

were hired because faculty with their special qualifications
 

could not be found locally. Their departure could put many
 

departments of the four West Bank universities out of action
 

and even force some or all of these institutions to close.
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RESPONSES FROM THE AGENCY FOR INTERNATIONAL DEVELOPMENT: 

Your 1983 report on 
Israel's economy says, "the government of
 

Israel's stated highest economic priority for 1982 was to
 

reduce the rate of inflation below the current three digit
 

level." But inflation actually rose in 1982 to an estimated
 

130 percent from 1981 figure 6f 101 percent.
 

A. Question: 
 What accounts for this failure of the government
 

to bring down inflation to double digits?
 

Answer: The continuation of three digit inflation in 1982
 

can be attributed importantly to expansionary fiscal policy and
 

the accommodating monetary expansion. 
The financing of the war
 

in Lebanon has further increased the rate of inflation since
 

mid-1982 as the Government of Israel has introduced new
 

indirect taxes and cut subsidies as a means of financing the
 

military operations. 
The reduction in inflation in 1981 was
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partially due to deferring the upward adjustment of a number of
 

controlled commodity prices and cutting indirect taxes on a
 

number of products. These 1981 fiscal measures led to
 

pressures on the budget near the end of' the year, and as a
 

result, government subsidies were reduced near the end of 198l,
 

which in turn led to a renewed upturn in the measured rate of
 

inflation which continued into 1982.
 

Israel's attempts to control inflation are enormously
 

complicated by the complex system of indexation that has been
 

instituted to protect the Israeli population from the ravages
 

of inflation. Thus, while indexation of wages, welfare
 

payments, tax brackets and controlled prices have guarded the
 

population against most of the adverse impacts of these high
 

rates of inflation, ithas limited the ability of the
 

government to deal with inflation. For example, reductions in
 

subsidies or increases in indirect taxes increase the measured
 

level of inflation and, via indexation, this results in further
 

wage increases exacerbating inflation further. Conversely,
 

increases insubsidies and reductions in indirect taxes
 

generally reduce inflation for a time. But these kinds of
 

measures also have adverse budgetary implications which
 

translate into monetary expansion and (with lags) higher
 

prices. Thus, once inflation has reached high levels, itis
 

difficult to resolve the problem quickly.
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B. Question: 
 What are the external developments that have had
 
the greatest impact on Israel's inflation rate?
 

Answer: Historically, the external factors which had the
 

greatest impact on Israel's inflation were the rapid oil and
 

commodity price increases that occurred in 1973-74 and in
 

1979-80. However, since this trend has abated at least
 

temporarily inthe 1980's, this was not a 
significant factor
 

affecting inflation in 1982. 
Rising world interest rates also
 

had an impact in increasing the real costs of servicing
 

Israel's debt, particularly short term debt. 
 However, with
 
interest rates declining, there should be reduced pressures in
 

this area.
 

C. Question: 
 What measures has the Government of Israel taken
 
in this fiscal year to cut inflation, and how successful are
 

these measures likely to be?
 

Answer: 
 During the last four months of 1982 the Government
 

of Israel introduced new measures to help control 
inflation.
 

These include attempting to hold down government expenditures
 

through tighter control 
over ministry budgets, limitations of
 
the price increases of controlled commodities, a reduction in
 

the rate of depreciation of the shekel below the rate of
 

inflation, as a temporary measure, until the rate of inflation
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and the rate of depreciation can be stabilized at a lower, more
 

acceptable rate, and revising the cost of living adjustment
 

system for wages in an effort to assure that itdoes not
 

directly contribute to inflation.
 

The rate of depreciation of the shekel was less than the rate
 

of inflation for the last 6 months of CY 1982. While this
 

should have a salutary impact on the rate of inflation, it
 

threatens export profitability, and thus reestablishment of
 

balance of payments equilibrium. There are indications that
 

Israel is attempting to increase the prices of controlled
 

commodities in a fashion that would keep the subsidy proportion
 

constant. There has also been some progress ingetting
 

organized labor to agree to modifications inthe cost of living
 

adjustment mechanism that would permit the adjustments to track
 

the rate of inflation more closely rather than add additional
 

inflationary pressures. On the other hand, it appears that
 

there has been little progress inconstraining ministry
 

budgets, and that the process of funding supplemental budget
 

requests will continue. This combination of policy measures
 

may well reduce inflation. But progress will be gradual. It
 

can not be predicted that there will be a major reduction in
 

inflation this year.
 

D. Question: Given that one of the inflationary features of
 



537
 

Israel's economy isthe high level of subsidization of basic
 

foodstuffs, what action has the Government of Israel taken to
 

reduce subsidies?
 

Answer: The-budgetary-subsidies cover a number of basic
 

foodstuffs, services-and-energy. The'original budget for
 

Israeli fiscal-year-1982-included a planned overall reduction
 

in the subsidies-budget--estimated at 25-percent inreal terms.
 

This was probably-an--optimistic estimate. Since the policy
 

objective was modified-later in the year to that of containing
 

the proportion-which--subsidies-represent inretail prices at
 

the current level rather than reducing it,the original
 

budgetary objectives will probably not be realized. But it
 

will not be possible to evaluate this year's changes in
 

subsidies until actual expenditure figures are released later
 

inthe year.
 

There ismuch to be said for reducing subsidies. However, as
 

already indicated, given the comprehensive indexation system in
 

Israel, there iscertainly no guab.ity that lower subsidies
 

mean less inflation.
 

18-551 0- 83--36 
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Question: 
 The overall current 
account deficit increased in
 

1981 to a level of $4.4 billion, some $500 million larger
 

than in 1980. 
 What is your current estimate for the current
 

account deficit in 1982?
 

-- Do you consider this deficit more 
easily
 

manageable than last 
year or more difficult
 

to manage?
 

Answer: 
 In 1981, the deficit on goods and services account 

was $4. I billion. The current account deficit, which includes 

transfer payrments from abroad including U.S. Government grant 

assistance, was approximately $1.5 billion. We do not yet 

have comparable data for 1982, but it is likely that the 

deficit incr.ased ,ei at, r,,.-rihaps to S1.9 bill ion or $2 
billion. Larger deficits are, of course, more difficult to 

manage than small ones. !,ut it does not appear that Israel 

experienced great difficulty in 1982. In that regard, foreign 

exchange reserves rose in both y'ears. 

For the 'uture, the size of the defirit will be directly 

dependent upon the ability of the Israeli Government to 

implement policies supportive of export-led growth and
 

upon the rate of economic recovery in the countries with 

which Israel trades. With favorable economic 
indicators 

in the U.S. and Western Europe and declining interest rates 

on international markets, it seems reasonable to assume 

that the size of the deficit will be reduced in 1983. 
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REGIONAL COOPERATION
 

Question: The request for regional cooperation program which bring
 

Israelis and Arabs together is$7million -- a reduction from
 

last year's original request of $8million and the $5 million
 

made available in the Continuing Resolution.
 

-- Why the decrease from the FY 1983 request? 

Answer: It isdifficult to predict exact future funding need, of a
 

program that is so sensitive to political events but we
 

believe that the $7 million requested will be sufficient to
 

cover most regional needs expected to arise in FY 1984. Our
 

hope has been that the need for funds to bring Arabs and
 

Israelis together will gradually diminish as contacts are
 

developed between the countries and the request reflects this
 

slow phasing down.
 

Are the Arabs involved inthese projects still exclusively
 

Egyptian?
 

Answer: 	Most of our projects are between Egyptian and Israeli
 

institutions, so the great majority of the Arab participants
 

are Egyptian. The Images of Conflict project however,
 

includes a number of Palestinians participating as
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individuals as the Salzbury Seminars included Arabs from
 

several countries. Some proposals which are under
 

development will include additional Palestinian participation
 

and it ispossible that participants from other neighboring
 

countries will occur in some future projects.
 

-- Is it accurate that most of the money to date has been spent 

inthe U.S.? Ifso, how successful can you say the projects
 

have been in advancing mutual understanding between Israel
 

and Egypt?
 

Answer: Most of the regional funds have not been spent in the U.S.
 

For example, in the Marine Sciences Project, which was our
 

first major regional activity and which has had the largest
 

amount of American participation, only 30% of the total
 

funding will be spent in the U.S. The U.S. proportion has
 

generally declined insubsequent projects. While a U.S. role
 

has thus far been necessary to develop and administer
 

regional projects, we will continue to try to minimize the
 

amount of U.S. participation and limit itto project
 

development, management, and consulting. We are hopeful that
 

in the future we will be able to provide grants directly to
 

Middle Eastern institutions without involving a U.S.
 

intermediary.
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--	 How have the projects been affected by the deterioration in 

Israeli-Egyptian relations? 

Answer: 	Our on-going projects have been somewhat adversely affected
 

by the deterioration of relations due to the Lebanon war, but
 

they all have continued. The number of direct contacts and
 

visits between the participants has substantially declined
 

and a number of joint meetings have had to be postponed. The
 

personnel and professional ties which were created by the
 

project participants are anxious to regain the previous level
 

of 	contacts as soon as political conditions permit.
 

In contrast to on-going activities, few new contacts and
 

projects have been initiated since June. A n-,,oer of new
 

activities which were under development at that time have
 

been put aside but many are likely to be revised when
 

political conditions improve.
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REGIONAL COOPERATION
 

Question: Your tables in this and last year's Congressional
 

Presentati, Iocuments would indicate that inFY 1982 you
 

expended nearly $5million, up from a previous total
 

expenditure of $756,000.
 

--What did the increase support?
 

Answer: The increase in expenditures supported disbursements for
 

projects which were previously obligated and which were not
 

fully underway until FY. The Marine Sciences project began
 

inAugust 1980 but did not really begin until the winter of
 

1981. The Arthropod Borne Diseases and Images of Conflict
 

projects were obligated in FY 1982 and were infull
 

implementation by FY 1932.
 

--	 If expenditures are increasing, why are you asking for less 

money inFY 1984 than you did in FY 1983? 

Answer: The increase in expenditures reflects the liquidation of the
 

pipeline from previously obligated projects rather than an
 

increase in activity. The FY 1984 request will cover our
 

anticipated need for funds in that year.
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Question: --	Regional programs so far have focussed on marine
 

sciences, biological productivity, shore erosion,
 

infectious diseases, and psychological perceptions of
 

the Middle East conflict. What other projects are now
 

planned?
 

Answer: 	 In addition to the above mentioned activities, we have
 

a major ($5 million) agriculture project concerned
 

with salt-tolerant crops, arid land fodder, and arid
 

lario industrial crops. The slowdown inthe
 

normalization of relations has caused postponement of
 

many proposals which had been under development. We
 

have approved in principal a project to identify and
 

bring about 	exchange of a variety of agricultural
 

technologies between Egypt and Israel but submission
 

of the final 	proposal has been delayed due to events
 

inLebanon. 	We are considering a oroject to support
 

small conferences, visits,'and similar activities, and
 

partial 	support of a sEries of conferences sponsored
 

by the American Psychiatric Association. Proposals in
 

the marine sciences, social welfare, solar ponds,
 

commercial relations and other areas are invarious
 

stages of 	development and we expect that some of these
 

will be suomitted to us as the political situation
 

improves.
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Question: 	Can you explain to us why you are seeking a FY 1983 $2.5
 

supplemental for regional programs? What specific activities
 

would the supplemental support that will otherwise not be
 

funded?
 

Answer: 	The request for FY 1983 for regional programs was $8million.
 

Under the Continuing Resolution, $5million isavailable for
 

regional cooperation. The $2.5 million supplemental will
 

prov'4de the funding required for the level of activity
 

envisioned in the request.
 

The specific activities will depend on the evolution of the
 

political situation. Among the new activities which would be
 

supported by the supplemental are a p-oject to identify and
 

exchange a variety of agricultural technologies used in Egypt
 

and Israel; and projects inmarine sciences, social sciences,
 

renewable energy, social services, and other areas.
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Question: The overall current account deficit increased in
 

1981 to a level of $4.4 billion, some $500 million larger
 

than in 1980. What is your current estimate for the current
 

account deficit in 1982?
 

-- Do you consider this deficit more easily 

manageable than last year or more difficult
 

to manage?
 

Answer: In 1981, the deficit on goods and services account
 

was $4.4 billion. The current account deficit, which includes
 

transfer payments from abroad including U.S. Government grant
 

assistance, was approximately $1.5 billion. We do not yet
 

have comparable data for 1982, but it is likely that the
 

deficit increased somewhat, perhaps to $1.9 billion or $2
 

billion. Larger deficits are, of course, more difficult to
 

manage than small ones. But it does not appear that Israel
 

experienced great difficulty in 1982. In that regard, foreign
 

exchange reserves rose in both years.
 

For the future, the size of the deficit will be directly
 

dependent upon the ability of the Israeli Government to
 

implement policies supportive of export-led growth and
 

upon the rate of economic recovery in the countries with
 

which Israel trades. With favorable economic indicators
 

in the U.S. and Western Europe and declining interest rates
 

on international markets, it seems reasonable to assume
 

that the size of the deficit will be reduced in 1983.
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QUESTION: 	 You are requesting $1 million in FY 1984 to finance
 

project development and support activities related
 

to Economic Support Fund programs in the Near East.
 

-- You indicate you intend to spend $500,000 of
 

the money in FY 1983 on population program activities?
 

-- You also indicate that you intend to spend money
 

from this account on ecology and environment activities:
 

What states are involved?
 

-- What other uses are planned for FY 1984 with this
 

money?
 

-- Can you assure the subconmittee that this money is
 

not being used to supplement ongoing aid programs in
 

the Middle East countries?
 

-- For example, are Egypt or Jordan drawing on any of
 

these funds?
 

ANSWER 	 We are in the process of designing a Regional
 

Population Activities project which will use both
 

Development Assistance and Economic Support Funds in
 

support of activities designed to: assfst countries
 

to strengthen national family planning and maternal
 

and child health programs; provide family planning
 

information and educational materials to Near East
 

countries; assist in demographic data collection and
 

analysis to advance family planning program interests;
 

provide family planning policy information to Near
 

Eastern leaders; fund training of midwives,
 

pharmacists and 	other professionals involved in family
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planning programs; and promote private sector
 

participation in family planning activities at
 

the regional and national levels. 
Of the $500,000
 

in ESF funds 
we plan to spend in FY 1983, $415,000
 

will be spent for truly regional activities such
 

as development of Arabic language materials.
 

Country - specific activities will be undertaken
 

in Jordan ($20,000) Lebanon (20,000), Tunisia
 

($20,000) and Turkey ($25,000).
 

At present, the only ernvironmental activities
 

identified for FY 83 are in Tunisia and Turkey,
 

where we are supporting private sector initiatives
 

in pollution control.
 

In addition to the use of PD&S funds for population
 

and environment, we expect to use PD&S for project
 

design and evaluation for ESF programs where there
 

currently exists no bilateral program souce 
for
 

these activities.
 

We can assure the subcommittee that ESF project
 

develop.nent and support funds 
are not being used to
 

supplement ongoing bilateral aid programs to any
 

significant extent, with the possible exception of
 

the family planning activity. This is not to say
 

that there is no relationship at all between
 

bilateral programs and PD&S funded activities.
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For example it is entirely possible that Arabic
 

family planninS publications developed with these
 

funds would be tested in Egypt and Jordan through
 

the network suppcrted by our bilateral programs.
 

While we make every effort to ensure that as many
 

activities as possible are funded from bilateral
 

programs, there are cases in which we provide funds
 

to a private voluntary organization or contractor
 

to urdertake an activity in more than ona country
 

and where, because of the small size of the activity,
 

and the time involved in getting clearance from the
 

host government for the use of bilateral funds, we
 

consider it preferable to use regional funds for
 

the entire activity. We are, however, extremely
 

conscious of the desirability of including activities
 

which relate to only one country within the bilateral
 

program, and we make it a point, in reviewing proposals
 

for PD&S funding in countries such as Jordan or
 

Egypt that have their own sources oi! funding for such
 

activities, to require explicit justification for
 

using PD&S rather than country program funds.
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SUPPLEMENTAL QUESTIONS SUBMITrED BY THE SUBCOMMITTEE ON 
EUROPE AND THE MIDDLE EAST TO THE AGENCY FOR INTERNATIONAL 
DEVELOPMENT (AID), THE DEPARTMENTS OF STATE AND DEFENSE 
AND RESPONSES THERETO (EGYPT) 

RESPONSES FROM THE AGENCY FOR INTERNATIONAL DEVELOPMENT: 

T 	 : You now have so 66 major projects in rajpt a soe 2,000 
subpmjects according to the AID Mission Director. 

-- To manage these programs, what sire Jnerican presence, both AID 

snd non-AID, is needed?
 

--Uby are there so many subrojects?
 

-Do you expect to stay below the 186 person le'vel for AID
 
persomel?
 

-- Ibw many people does AID have in F9gpt now?
 

AN~W : 	 7he large number of subrojects associated with our A.I.D. program 

in gypt is a reflection of the size of the program and the 

multi-faceted nature of many of the projects. 7he latter often 

requires the provision of assistance to several divisions of a 

particular Min stry or to several groups workdng in a related 

field (such as public and private fanily pl-ig/population 

agencies) using o rdin agreement. Crouping projects and 

subprojects also is responsive to the requests of the Egptlan 

Covement to simplify and make more flexible our A.I.D. program 

in Fgypt. it also simplifies the project development process and 

facilitates project implementation. 

To manage our large and varied portfolio, we have Identified a 

requiremen for 186 merians incluuimi AID direct him staff, 

other U.S. Goverment participating ageny personl, and direct 

contract personnel. In additio, a significant nmber of American 

personnel (as of December, 1982) are worddng for the Fyptan 

Gowrmnt uder the contracts financed by A.I.D. We do sot 

expect the level of A.I.D. direct hire or AID direct contract 

staff to grow. At the present time, we have 126 U.S. direct hire, 

7 participating agencies, and 50 direct contract persornel in 

Fgypt. 

(54r,; 
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Question: 	 Earlier this week, the General Accounting Office
 

issued a report on the lessons learned from AID's
 

private sector development efforts in Egypt which
 

concludes that the program has not proceeded very
 

well in part because the business climate in
 

Egypt does not favor the private sector and the
 

government discriminates against it and in part
 

because of AID lack of experience in such an
 

effort in a country like Egypt and in part
 

because of poor information flow, guidance and
 

collaboration between the U.S. and Egypt on each
 

other's strategy for the private sector.
 

What efforts are now underway to improve these
 

projects?
 

Do you agree with the observations of the GAO
 

reports?
 

Answer: 	 The two private sector projects which have
 

experienced significant delays and implementation
 

problems are the Private Sector Feasibility
 

Studies Project and the Private Investment
 

Encouragement 	Fund (PIE Fund). Over the last
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several months there has been substantial
 

progress by the Egyptian Investment Authority in
 

processing and approving applications under the
 

Feasibility Studies Project. This has resulted
 

primarily from the personal intervention of the
 

Egyptian Minister for Investment and
 

International Cooperation as well as from
 

intensive monitoring and follow-up by AID and
 

staff changes at the Investment Authority. The
 

backlog of applications from U.S. investors has
 

been substantially reduced and decisions 
on
 

current applications are being made on a more
 

timely basis. The PIE Fund, on the other hand,
 

is not operational and shows virtually no
 

prospect for becoming active again.
 

Nevertheless, the underlying purpose of the PIE
 

Fund--that of providing term credit to the
 

private sector through the Egyptian banking
 

system--remains sound, and we are developing a
 

new proposal utilizing a different delivery
 

mechanism.
 

Answer: Although we have only recently received the G!O's
 

final report on "Lessons Learned from AID's
 

Private Sector Development Efforts in Egypt", we
 

did have an opportunity to comment extensively on
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the draft report. These comments appear to have
 

been fully reflected in the report just
 

published. We are in general agreement with
 

GAO's observations regarding the less than
 

favorable Egyptian climate for private sector
 

development and the limited impact of AID's
 

initial efforts to develop private sector
 

projects. We also agree with the GAO's broad
 

recommendations for more actively involving the
 

Egyptian Government in the refinement of AID's
 

private sector strategy and for development of a
 

better information base with which to assess
 

private sector needs. Considerable progress, we
 

believe, has already been made in both respects.
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Quastion: 
 Last year, with some fanfare you set up a Trade
 

Financing Facility which you said would promote
 

U.S. development objectives in Egypt of
 

stability, productivity and equity. 
 These funds
 
would be used to encourage Egyptian purchasers to
 
utilize U.S. suppliers for international tenders
 

in situations where the U.S. suppliers are
 

otherwise the lowest bidders.
 

What happened to the facility and why has it
 

been discarded?
 

Why isn't something like this facility worth
 

maintaining and essential in competition with
 
other countries who will 
subsidize national
 

companies in order to promote their sales?
 

Answer: 
 The Egypt Trade Financing Facility (TFF) has not
 

been discarded. 
 To date, two transactions
 

totalling $5.9 
million have been financed under
 
TFF, one with General Electric ($3.6 million) and
 
one with Westinghouse ($2.3 million). 
 The total
 

value of these two procurements secured by the
 
U.S. via the TFF was 
$53 million. There
 

continues to be considerable interest in TFF on
 
the part of the U.S. business community.
 

18551 0-83--37 
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We believe the TFF can play a useful role in
 

helping U.S. bidders compete for business in
 

Egypt. There are, however, two important
 

requirements for TFF eligibility which have
 

limited the number of qualifying transactions.
 

These are:
 

The bid of the U.S. company must be both
 

international
 

a. 


technically responsive to the 


tender and have the lowest price, and
 

b. A non-U.S. bidder must be offering mixed
 

credit financing which results in a lower
 

overall cost to the Government of Egypt.
 

The second requirement reflects U.S. obligations
 

under the OECD Arrangement and means that TFF 
can
 

only be applied defensively. Without
 

have recently
contravening this principle, we 


broadened the criteria under which TFF can be
 

used, with the expectation that a greater number
 

of qualifying transactions wil: be possible.
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.(TI=r: IBw my Foptian students have been in the Ubted States on 
AID-fnanced participant training in the last year? 

-o many w women? 

-4lbat has been the numnber of students that hae benefitted from
the Peace Fellwoibhin which were set up in 1979 after the peace
treaty? 

--Eb many are in the U.S. today (there were 320 here last year)?
 

-How many hatve returned?
 

-* many mare 
 do you expect to come ,.erthat program? 

-ave you still only Epent about $7.5 million of the $54 million 
obligated? 

-PEw much ore do you intend to obligate for these felluwships? 

n do you expect the $54 million to be r pended? 

ANSW: Ibere we 2,044 Egyptians in the Lbited States on AID firned 

participant training programs (Including Peace Fellowships) in the 

last year (The FY 1983 participant figure of 1,310 in the 1984 

Congressional Presentation does not include participants carried 

o,, from previous years.). Of these, 390 were women. 522 
Egyptians are here uder the Peace Fellowship program. Since the 

Peace Fellowship program began, 875 students have benefitted uoder 

both Phase I and II of the program. 353 of these have already 

returned to Egypt. 7he program was originally designed to provide 

fellowships to as many as 1,900 Fgyptiana. h s, there is a 

potential for over 1,000 aditioal fellowships txer the program. 

Of the $54 million obligated for the Peace Fellowship Program, 

$14.3 million had been expeixed as of December, 1982. 

Bpmitures are increasing rapidly and we expect ;he $54 million 
pro.ram to be caupletred by FY 1986. No additional fl s lweve been 

programed for this fellowship program. 
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%NE=TCN: 	 An important ne act!.ty of AID in recent years which has led to 
the quick dishxsement of funds is a series of decentralizton 
projects in urban neighborhoods, in villages and in mall towns. 

-Is the support of the Egptian government bureaucracy for this 
activity waning or is it still str ? 

-- If this activity is doing so well, why can't you comm.t 
substantially mce fis to it in FY 1984 than the $102 million 
plared? 

-Are there policy issues which are baering these 
decentralization prcjects? 

ANWER: 	 We ha% not drecred any waning of support for decentralization or 

the portfolio of A.I.D. sx-,ported activites designed to strengthen 

local initiative. Presiden, vubarak has stressed several tme 

the need to cotiuie the decentralization process and local 

officials continue to be strong supporters of the program. 

Cosierable capacity and entbusiasm has been fo at the local 

level to mplement simple investent projects and our 

de-etra lizton activities are very succef .ful. Local government 

units, howevr, do have constraints on the amput of financing 

they can productivly absorb. Local goverment needs assistance 

in policy development, local reve generation, and improving 

mnnag nt. We intend to provide a significant level of financing 

to rbis sector, W~le (pmading thir cqpabilide in these 

areas. 'he level of our support for decentralizatin necessarily 

muse be determne within the cont of the overall needs, 

prioriLties and opportunities of the Egyp-Jan ecoom. 



557
 

uestion: 
 Last ypar, the Chairman questioned you considerably on
 

the Suez Cement project.
 

Has that project been completed?
 

When will the first bag of cement from that plant be
 

sold?
 

What are you doing to try to insure that when
 

production is in full 
swing the plant operates with
 

similar input costs to nationalized cement
 

compani.-s, and to 
avoid the situation which exists
 

today where that plant has to pay several times more
 

for its energy imputs than other national companies.
 

Doesn't the situation which exists mean 
that when
 

supply and demand are in equilibrium, this plant we
 

built will not be able to compete on the open
 

market? Aren't these discrepancies a violation of
 

the terms under which the 
plant was originally
 

built? Didn't Egypt agree to rationalize the marke4
 

place to its cement operation?
 

Precisely what is A.I.D. doing to 
remove these
 

obstacles?
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Answer:' 	 The project was 95 percent complete on February 1,
 

1983 is reported by the U.S. project engineer. The
 

remaining 5 percent includes completion of a water
 

delivery system, electricity delivery system and the
 

plant start-up and testing procedures, which are
 

lengthy and complex. Projected date for production
 

start-up is August 30, 1983.
 

If the start-up and testing procedures are carried
 

out as anticipated the plant shou'd be producing
 

commercial cement after August of this year. It
 

will be available for sale shortly thereafter.
 

There is no way of knowing for sure--as any U.S.
 

plant manager will coifirm--that start-up and
 

testing of a facility this large will be without
 

significant problems, but the shipment target
 

remains the early fall of 1983.
 

The issue of input 	costs, particularly those for
 

electricity, is being negotiated by Svez' plant
 

management and a number of relevant C.,vernment
 

Ministeries. That must, however, be viewed against
 

the background of the cement market in Egypt as
 

predicted over the next 5-10 years. During that
 

period, at least, Egypt will import up to 50 percent
 

of its cement needs. Imported cement is purchased
 

at the world pri:e (with variations according to
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source) and resold to most 
in-country customers 
at
 
a price reflecting those costs. 
 Although they are
 

30 - 40 percent higher than domestic prices, demand
 

is so high that imported cement moves immediately
 

into sales at the higher prices. It has been the
 

plan that th. Suez Plant cement will be sold in that
 

same market without significant sales resistance.
 

With regard to electricity tariffs, our 
objective is
 

that prices be rationalized for all 
users. This in
 

effect means reducing the subsidy now received by
 

public sector Industry.
 

Should nothing change between now and the
 

achievement of such an equilibrium, then the plant
 

could not compete on the open market. 
 However, the
 

understanding with the GOE is that during the period
 

that new construction of domestic cement plants is
 

underway (5-l0 years) to meet domestic needs, 
the
 

price of cement from the subsidized national
 

companies will 
be slowly increased to meet 
the world
 

price. All prices for cement 
should be roughly the
 

same at that 
time and Suez should have no
 

competetive disadvantage. The situation described
 

here is clearly a very dynamic one ,ind A.I.D. will
 

have to continually press the GOE -or 
an equitable
 

solution.
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At the present time A.I.D. is waiting for decisions
 

to be made on the output pricing of the Suez Cement
 

plant product. Our Mission in Cairo has regularly
 

reminded principal officials of the Government that
 

we expect Suez Cement to operate in an economic way
 

to return a reasorable amount on investment and that
 

the pricing of ;nputs and output is obviously the
 

key to that gool. Following the usual Egyptian
 

practice, decisions on costing and pricing within an
 

assisted industry are not made (or publicized) until
 

operation begins. A.I.D. will have to shape its
 

strategy when the operating facts are known.
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Question: 


Answer: 


I note 
from the CPD tI.at you have a PVC Pipe Drainage
 

project which was started seven years ago 
and yet today
 

less than half of the $30 million for the project has
 

been expended.
 

What is the problem with this project and what are you
 

doing about it?
 

In your judgment is the responsibility for the delay
 

::re a U.S. problem or an Egyptian problem?
 

Are you considering deobligation of a project like
 

this, irrespective of a reobligation authority?
 

The project was designed to finance the arection of
 

three plants to manufacture PVC pipe for three
 

irrigation drainage projects and 
to provide the PVC
 

resin to 
assure two to three years production. The
 

gorld sank agreed to finance a parallel project which
 

would provioc contractors to prepare fields and would
 

provide equipment for the installation of the PVC pipe
 

to drain and revitalize salinated agricultural lands.
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Following that plan, A.I.D. corpleted the construction
 

and start-up of all three manufacturing plants. In the
 

meantime the Bank project 
fell behind schedule. Rather
 

than continue to stockpile pipe, A.I.D. has halted
 

further purchases of PVC resin.
 

Our primary responsibility was to supply the pipe
 

plants. That has been accomplished. The failure was 
in
 

the preparation of the agricultural areas and the
 

supply of machinery to lay the pipe.
 

cannot
This is an example of project money which 


for its orginal purpose.
 

Reobligation authority would enable the funds ' be
 

used for other priority purposes. If that is not
 

possible we would plan to deobligate the residual funds.
 

effectively be ised 
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EGYPT - HOUSING
 

QUESTION: 	 In FY 1978 you obligated $80 million for Housing but entering FY
 
1983, you had expended under $8 million after five years. I
 
gather that nearly 80 percent of housing construction in Egypt is
 
informal and 	private and that the government is not oriented well
 
to dealing with the problem.
 

--Why are you 	continuing to have such trouble with this project?
 

--Is this the last such housing project you will undertake?
 

--How can we help in the housing areas where there is a real
 
problem?
 

--Are you considering scrapping this housing project?
 

Answer: 	 There are two major actors trying to 
increase the availability of
 

low-cost housing in Egypt: the Government of Egypt and the
 

informal sector. The Government of Egypt has been building
 

relatively expensive apartment buildings and offering these to
 

recipients on a highly subsidized basis. The informal sector has
 

been building relatively inexpensive housing but with poor
 

supporting infrastructure and legal problems. The purpose of the
 

AID-supported low-cost housing project is to demonstrate that
 

basic housing and community facilities can be provided for
 

low-income families which are locally acceptable, at a price they
 

are willing to pay, and which provide the Government of Egypt a
 

substantial cost recovery on its investment. '
 

The project has been seriously delayed cue to: 1) problems in
 

negotiating and :Necuting technical assistance and engineering
 

contracts; 2) frequent olanning a,.ddesign revisions; 3)
 

inadequate staffing of thE government's project implementation
 

unit; and 4) soil test and right of way problems at the project
 

site. These 	problems have been ameliorated to a great extent and
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implementation has picked up. 1he project implementation unit is
 

making good progress in management reorganization and staff
 

recruitment. By the end of 1983, we expect to have executed
 

contracts for $42 million of construction services, materials and
 

equipment. Bidding has begun for a construction contract to
 

develop all four zones of the Helwan new community and should be
 

awarded within six rmnths. Construction and credit programs are
 

being implemented in the upgrading areas and will be initiated in
 

the three remaining areas this fiscal year.
 

We have spent a number of years and a large amount of money
 

getting this project moving and it looks at this time as if the
 

goals of the project may be met. We will continue to monitor the
 

project closely.
 

Signaling a policy change by the Egyptian 6overnment, the new
 

five year economic development plan does not allocate any new
 

funds for constructing public housing projects. Instead, the
 

Egyptian Government is looking to the private sector to finance
 

housing. Of course, the Egyptian Government will have to make
 

complementary investments in infrastructure, e.g. roads and
 

utility connections, to improve the overall quality of urban
 

It is in this area that our current project can provide
housing. 


some useful lessons. We have not been approached by the Egyptian
 

Government to finance any further housing related investments
 

although the expansion of water and sewer lines under our five
 

year commitment will help provide the infrastructure to support
 

new housing development and informal housing upgrading.
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Question: 	 Last year you were questioned about the Near East
 

Advisory Committee. You indicated that the comittee
 

was about to be selected and letters of invitation
 

would soon be sent.
 

-- Could.you provide us with a list of who is serving
 

on that committee and when it has met?
 

ANSWER There will be a formal announcement in March, 1983
 

about the formation of the committee and its
 

membership.
 

Question: 	 Would you update us 
on the status of U.S. efforts
 

develop al.agricultural extension service in Egypt?
 

In 1982, a U.S. team headed by E. T. York prepared
 

for the Government an overall study of the 
Egyrtian
 

agricultural sector and strategies for upgrading
 

it. Has the 	Egyptian government acted on the
 

recommendations made in this study?
 

-- On whichf What has been donef 

Answer: 	 Yes, the Egyptian government is acting on 
recom

mendations made in the report, "Strategies for
 

Accelerating Agricultural Development (SAAD). 
 The
 

Ministry of AgricuLture is proceeding with plans 
to
 

consolidate and strengthen Egyptian agricultural
 

research and extension activities, as well as the
 

institutional 
framework within which these activiLies
 

are tring carried out.. Crop-specific extension
 

campaigns such as those recommended in the SAAD report
 

are being devised to extend "packacves" of technology
 

developed in AID projects.
 



5N6
 

fttioo: 	 You are approaching the aid program for 1984 differently. Very few 
new projects are being considered and activities are being 
clustered in four or five areas. 

- you conceive of thin an a sectoral approach?
 

-- Will the funds for each category be obligated as a lump sum?
 

- Do you think you will have any flexdbility within each category
 
or cluster to shift fiu-s depending on what activities progress
well or are preferrred for some reason? 

- Don't several of the funda you are committing support o-going 
projects by merely adding on fuis and extending the life or 
scope of the original projects? 

- Will this approach you are adopting lead to a ahort term 
increase in the pipeline or do you foresee immediate increases 
in the pipeline before more rapid expenditures occur? 

-- At what level will the pipeline peak and when? 

- What do you see as the lead time on this new type of ftinu 
approach and will that be less than y usual lead time? 

Answer: 	 'fe trend towards concentration of our assistance in fewer areas 

and the clustering of projects, sometimes under a single 

obligation, is a process that has been going on for ace time. It 

began with -zrFamily Plannimg project, which incorporates a rumber 

of discrete but mutually reinforcing activities wihin a single 

project. In FY 1982 a further step was taken wen the various 

decentralization projects were combined in one program. We expect 

the process to continu- and perhaps accelerate somewhat this year 

and next. 7he process can be vieed as moving toward a sectoral 

approach. 

In some cases, (e.g., Family Planing, Decentralization, Water and 

Sewerage) fi-d will be obligated for a broader category than 

traditional projects. In other cases, indivlidual project 
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obllgad= wll conti=ne. A" the present time, we are not 

proirg to obIgat fundls for very broad aectoral categories such 
'Is infrastructure, industry, etc. 

0n of the purposes of a single obligation for a group of related 
activities is to pemit better -m n t throuh th fliblity
 
of shifting funds to 
fast-,iving and/or high-priority activities. 

As the program has matured, a greater portion is going toward
 
expansion and replication of sccessfll on-going 
 activities rather 
than new undertakings. Given the magnitde of Eypt's development 
problems, our projects were initially designed to address only a
 
piece of each. 
 As these pieces are taken care of, we then look to 
the next phase. An exaqple is airo Sewemge, where our e--.sting
 
project is fna-ing only 
 the most urgent element, of a master plan 
for rehabilitatio and expansion that will require many years to
 

carry out.
 

We do not expect the movement toward a sectoral approach to lead to
 
an 
increase in the pipeline. On the otrmy, the flexibility to 
shift funds from slow-moving to faster-movixg activities, coupled 
with inCorur ning %bhere feasible, should help redice the 

pipeline. 

We believe the pipeline peaked at $2.7 billion at the end of Fy 
1982. Dish.imerts this year sold exceed new oblgations by 
core t $100 million, and in FY 1984 we expect the pipeline to 
fall by an additon $200 iiioa. 



Since a growing sham of our progr will be ng continuation, 

ezpanaio., replicaion of on-going activities, the lead time 

before actual disbu at of funds occrs shuld be noticeably

abrter than in tle past uken we wmre facing 1-f-liar 

ci =tances. 

Qustion: 	 I yo tous the same new approach in FY 1985 as you have 
devised for FY 1984 or are you going to see the results first 
before committing yourself? 

-Precisely bow will you Judge the success of this new approach, 
given the fact that you will simply be supporting a small, old 
proven set of activities? 

- Do you envisage using this approach for several years? 

- If you do that, won't you merely be wilding up f for a 
few activities and only increasing the pipeline? 

Answer: Barring unforeseen new developments, we aqxu-t tr, continue along 

the track we are on -- progressively greater monent toward a 

actoral asproach -- in FY 1985 and beyond. We tow have 

considerable experience with this programing method, and we 

believe it 	 has been a factor in or fneIly being able to bring a 

halt to pigeline growth ubile at the as t!Le respding to 

Egyptian priorities and interests. 
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Question: 	 Under this new approach, what research will be possible to insure
 

that projects are available which are responsive to Egypt's most
 

Fressing needs?
 

- How will you insure that we are infront of problems or isn't 

this one of our concerns?
 

Answer: 	 Over the past eight years, many of the basic studies and
 

assessments needed for effective program design in the sectors in
 

which our assistance is concentrated have been completed. For
 

example, master plans exist for water and sewer development in
 

Cairo and Alexandria, and the 'Strategies for Accelerating
 

Agricultural Development," together with other studies, identify
 

the problems of the agriculture sector and outline recommended
 

solutions. In addition, the Egyptian Government's new Five-Year
 

Plan goes 	much farther than previous plans in laying out priorities
 

and relating budget resources to them. We are reflecting those
 

priorities 	inour progranming, specifically the priority given to
 

water and 	sewer problems.
 

mzd orQ~sin Is tha new appro~ach an~roach wicih the FayVA" wzoa is 
itm.iny aevince we = in order to giv us a cdina-e to try to 
ccsoLidate and stremdine the progra an try to Set it mving 
bertt? 

Answer: Mle towrd a sctoral approach was uidertake in clo~e 

comultati with the F.;pti.n Gvwrit. Itshar:with us a 

desire to improve mdxspeed up td* I~qlt=At'Ia Of &e pr~grM 

aix!to arsure that it addxeaa priority FByptizn develornaW 

Deeds. We both see a oral proah oas=a of 

acf1hiz this prpos. 

18-551 0-83-38 
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QUESTION: 	 One of the small, new activities you plan in YT1984 is a work 
planning project which seeks to aid Egypt in preparing its work 
force better for new types of jobs.
 

--	 Who will be the agency in Fgypt with whom you york on this 

project? 

--	 Who will be the target group: college graduses? semi-skilled 

groups? or the unskilled?
 

--	 Precisely what institutions vill be involved in phase one and 

in phase two of the program? 

--	 Whet is your goal and how many people do you expect to be able 

to train? 

--	 Do you envisage in this project mainly trainiLg people for 

careers outside the government? 

ANSWER: 	 The purpose of the proposed Workforce Planning Project is to 

assist the Government of Egypt in strengthening selected public 

and private sector training systems to make them more responsive 

to labor market needs, and to provide training in priority areas. 

The first phase (approximately one year) will develop a capacity
 

in the government to analyze and plan manpower requirements. The
 

second phase (approximately thres years) will prepare and 

iaplement trbining programs designed to mset dovelopment needs. 

Special emphasis will be given to increasing the involvement of 

the private sector in meeting the education and training needs of
 

the labor force.
 

The project 	is scheduled to be designed and approved during FT
 

1984. Key development ministries are expected to 'e involved in 

the project. Specific institutional responsibilities and 

relationships will be worked out in designing the project. People 

in both the public and private sector will be targeted for 

training. The types of workers (e.g. unskilled, semi-skilled, 

college graduates, etc.), and the number to be trained will be 

specifically determined at that time. 
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Qmsat; Mhe zissona director has stated a preference for sector hilzna a mu of speeding disbursnets of project fus. We uderstoodthe pricpe is to now the fnds to the ares of grea t deand. 
-- H does this solve the Implemaenttio problm that are noc 

dciand relared? 

- b, wi~ll these probem be addrsased? 

- If project focus shifts to a dand bais, how will lowrpriority initiatives, such as prit.-e-mector developmnt be 
affected? 

Aorwer: It is time, to a certain extnt, that shifti funds from 

sld-amoving to faster-zving activities could be seen as dealin 

with the symptonms of a problem, rather then with te ierlying 

problem itself. However, th ability to take funds may from a 

project that is enocmmtering delays so-imes can serve as an 

Inducement to corrective action. 

Nevertheless, fAn flerlit is far from a panscea for 

isplaMentatiou problm. 'Iogetber with the Ejptien, we are 

cstetly seeldx ways to deal directly with thes problem. An 
e ple is tie fact that we have turned more to turn-key contracts 

with U.S. fms because of problems e4utergd in tie past with 

over-extendeod local construction cmpanies. Ather measure 

Inited to deal with Implementation problem is intensiVSan 

aemi-2-nl portfolio review carried jointly with the E7ptianocut 

Minitry of IDVsa t and International CQoperation. D=Irg these 

reviews, serioun implemtatin problem ame higligkeed and 
chnaoic problems that acrossoccur several projects can be 

identfied so that corrective action can be taken. 
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our interet in sector fiuxing does not iqsly that progr x will 

be determed by demad. Initial allocation of fZ5A will contum 

to be based on .jtusal U.S ./Egyptian agreamenc on dewtlqNmnt 

priorities and a realistic assaaant of the absorpve cpacity of 

the acvities representrg & priorities. Ay -awqent shift 

of fAds between activities would come abot. riter becae of 

xpacted deelopments that aected relative absorptive Capacity 

or beemua of a motually agreed shift in pricrities. 

has issued a n- &oMczOic D-vlopm-t plan.
Mhe G --."of Egypt4EMMQ: 
--pw will this plan affect awrent AID private-sector development 
project, s1 future plans for expansion in ds area? 

ROJEoe ecMu. c develpmnt plan sets -bditio lma-stent 

targets and calls fyr significant private e0tor participation in 

iAustry, sMrAi'.es, arnd txxing. fU Egyptian Gverrt expets 

over the plan period will comthat 25 percent of total irves5z 


fr~m th private sector
 

a treed towards greaterAn) believes that the new plan cont1~ea 

the private sector bgun with the azmotesent of therelia. on 

'tpen Dor" policy in tkm mid 1970's. We expect to contimue 

are lookin far ways toA]D-flimed private sector progrs and 

lJrease the wmzat of te= credit available to the Private sector 

for productive invetmets. 

http:sMrAi'.es
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Question: Ninety percent of the private sector in Egypt is
 

comprised of small scale entrepreneurs. These
 

businessmen stated that their greatest need is
 

credit and equity financing. Traditionally, such
 

businesses have the most difficulty obtaining
 

this type of assistance.
 

What does AID plan to do to assist these
 

businesses as it helps the Egyptian private
 

sector to expand?
 

Answert None of AID's private sector programs currently
 

in place were intended or structured to address
 

SSE credit needs. The intention has been and
 

continues to be to develop separate programs for
 

assisting SSE's, programs which are specifically
 

designed to meet the unique requirements,
 

including extensive technical assistance,
 

associated with SSE activities. The AID-financed
 

1982 Arthur D. Little study on internal
 

constraints to SSE growth is, for example, part
 

of a continuing effort by AID to establish the
 

requisite information base for determining how
 

best to address SSE development in Egypt.
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RESPONSES FROM TFE DEPARTMENT OF STATE:
 

Q. In September 1981 after rising tensions and violence
 
between Egyptian Moslems and the Christian Coptic community,
 

about 100 Copts and over 1000 Moslems were jailed. Most of
 

these have since been released including all of the Copts
 

except for the Coptic leader P'pe Shenouda III who remains
 

under enforced seclusion in a remote monastery. The Egyptian
 

:eadership has said to many American visitors over the last
 

year that the release of the Pope was imminent.
 

--- Whea will the Egyptian Government permit Pope Shenouda
 

to return from seclusion to public life.?
 
--- Have tensions between Moslems and Copts declined since
 

1981?
 
--- What are we doing to press the Pope Shenouda issue?
 

A It is still unuertain when Pope Shenouda III will be
 

allowed to return from seclusion at a Coptic monastary at Wadi
 

Natrun or when his status as Patriarch will be restored. The
 

Pope can move freely and interact with resident monks there.
 

Recent reports indicate that the Pope receives up t.o 100
 

visitors a oeek and is in regular contact with many of his
 

bishops. He is reportedly active and in good health and
 

spirits. The Egyptian Government has mde it clear that the
 

Pope will be allowed to return to public life.
 

While individual acts of discrimination against Copts by
 

members of Egypt's Moslem majority do occur, and reports are
 

not uncommon of persecution or occasional physical attacks on
 

Copts by Islamic extremists, intercommunal tensions have
 

declined since 1981.
 

Our Embassy in Cairo continues to monitor the situation
 

of Copts in Egypt and of Pope Shenouda III in particular. The
 

Egyptian Government is aware of our concern about the Pope's
 

continued enforced seclusion.
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Q. You recently completed a large commercial flour sale to
 
Egypt.
 

---What has been the impact of this sale?
 
---Was there any subsidy or cost to the U.S. taxpayer?
 
---Are you trying to send a message to the Europeans that
 

if subsidies ar! used as a trade weapon, we will win the war?
 
If so, has the message been received?
 

A. The impact of the sale in the Egyptian market is clear.
 

The supply of one million tons of wheat flour to Egypt has
 

allowed U.S. exporters to supply Egypt's commercial
 

flour 
import needs. In terms of our trade policy objectives,
 

the sale has had an impact on our competitors in the
 

agricultural export markets by demonstrating the depth of US
 

concern over EC agricultural export practices, and 
our
 

intention of improving the position uE US exporters in the
 

world market. There has been little impact on prices in the
 

United States due to 
the small amounts of flour involved
 

relative to tne size of the U.S. supply. However, the sale
 

will allow our mills to operate more efficiently by engaging
 

otherwise unused capacity. 
There will also be a positive
 

impact on employment in the milling industry.
 

There is a subsidy involved in the wheat flour sale, 
since
 

the U.S. Government will give enough surplus wheat to U.S.
 

millers to allow them to 
sell flour to Egypt at the agreed
 

price of $155 
per ton, wnich is well below the world market
 

price. However, our donation of wheat to the millers
 

represents a budget savings on storage costs 
for wheat which
 

would have had to be purchased for CCC stocks in any case.
 

Our sale to Egypt is not intended to be the start of a
 

trade war with the EC in the agricultural export market. Such
 

a trade war would be neither to our nor the EC's advantage.
 

Our message, which we are contident the EC nas received,
 

is that we are willing to indulge in temporary trade
 

distorting measures, such as 
tne wheat flour sale to Egypt, to
 

improve the position of U.S. exporters in an area in which the
 

EC has captured 75 percent of the world commercial flour market
 

through the use of subsidies.
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Q Like most developing countries, Egypt's economic and
 
financial problems derive in part from external factors due to
 
a weak international economy. However, in great moasure,
 
Egypt's problems derive from its own policies. Yet, very
 
little has been done by the government over the past five years
 
to revise or reform these policies. To what degree will it be
 
possible for Egypt to correct inefficient policies such as the
 
following and how serious is the U.S. effort to induce Egypt to
 
alter policies such as:
 

a. Artificially low domestic petroleum prices which
 
lead to high growth in domestic petroleum consumption
 
which, in turn, limits Egypt's ability to export oil
 
for revenue; this cost Egypt an estimated $2.8 billion
 
in 1982;
 
b. A high level of subsidy payments in the budget (30
 
per cent of 1981-82 government revenues) leading to
 
budget deficits;
 
An artificially set three-tiered exchange rate which
 
has caused the stagnation of manufactured exports.
 

--What is Egypt doing about these inefficient
 
policies?
 
--What are we doing to encourage Egypt to do
 
something about them?
 
--If you had to single out just one of the above
 
four policy problems as the most harmful to
 
Egypt's economy, which would i be?
 
--Could we focus all our efforts on that one
 
problem to encourage some change?
 

A. President Hubarak, more than any other Egyptian leader in
 

recent history, has spoken frankly and publicly to the Egyptian
 

people of the enormous cost of the subsidy program to the
 

Egyptian economy and the need to reduce consumption growth.
 

Government leaders are also aware of inefficiencies and harm to
 

development caused by cost-price distortions in the economy.
 

Over the past few years, the Egyptian Government has taken some
 

actions in several of the problem areas, although not in each
 

case to the extent that we may deLm desirable. The following
 

comments address the particular problem areas noted by the
 

Committee:
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a. Energy prices. Domestic energy prices average about 18
 

to 20 percent of world levels. Not surprisingly, domestic
 

energy consumption has been growing at about 16 percent
 

annually. In conjunction with the World Bank, Egypt is
 

constructing pipeline networks which will enable it 
to
 

distribute natural gas as 
a substitute for liquid hydrocarbons,
 

thus releasing some petroleum supply for export. Natural gas
 

prices are planned to increase five-fold f.om present levels by
 

1985.
 

In 1980, the Egyptian Government increased domestic
 

petroleum prices by almost 20 percent. Gasoline in Egypt now
 

sells at a price equivalent to about 77 percent of world market
 

prices. Electricity rates on residential and commercial usage
 

were raised 20 percent in 1980 and were raised another 10
 

percent in 1982. Rates for high voltage industrial customers
 

were also raised between 50 and 60 percent in 1982.
 

b. Subsidies. Total subsidies now account for one third
 

of current expenditures and over one half of central government
 

revenues. The largest increase in the subsidy bill was for
 

food subsidies. Apart from minor change (for example, raising
 

the price of higher quality bread and lowering quality
 

standards for subeidized bread), the food subsidy system has
 

not substantially changed in recent years. However, a recent
 

government decree limits access by some members of the general
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population to low priced mass consumption goods. In addition,
 

the Egyptian Government is slowly reducing subsidies for
 

nonfood items such as soap, cigarettes, pharmaceuticals, cars,
 

and some food items, such as rice.
 

c. Low taxation. Tax revenues increased from LE 0.76
 

billion in 1974 to LE 4.8 billion in 1981/82. However,
 

government expenditures increased at a much faster rate *)ver
 

the same period. In addition, budget revenues from Suek Canal
 

tolls and oil are levelling off. To increase revenues, the
 

authorities raised excise taxes in 1981 on 125 categories of
 

imported and locally produced luxury goods. The income tax
 

laws were streamlined at the same time and collection
 

procedures were improved. In 1982, consumption taxes were
 

increased in a range of 5 to 100 percent, and tax coverage was
 

extended from 53 to 124 commodities.
 

d. Exchange rate. The foreign exchange rate has
 

depreciated over the 1)74-82 period. In 1979, Egypt devalued
 

its currency, moving the official rate from AE 1-$2.50 to the
 

then free markeL rate of LE 1-1.43. A commercial bank rate was
 

introduced in 1981. This rate, now at LE 1-I1.18, is the rate
 

at which most public sector firms carry out foreign exchange
 

transactions. Private sector firms usually carry out
 

transactions at the free market rate of about LE 1-$0.88.
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The policy problem areas identified by the Committee are
 

also of concern to us and to the Egyptirn leadership. We are
 

encouraging Egypt In its efforts to deai with these issues by
 

conducting an economic dialogue with the Egyptian Government
 

and offering support for those policies and plans directed at
 

removing distortions.
 

Each of the policies noted by the Committee is costly to
 

the Egyptian economy. Each also has major political and
 

macroeconomic implications. If the Egyptian Government is to
 

address these problems, it must both expand the amount of
 

external resources available and more effiviently use and
 

invest its available resources. Each of the problem areas
 

noted above concerns one or another of these targets.
 

However, the totality of economic inefficiences must be
 

addressed in a coordinated fashion if they are to be overcome.
 

Thus, it is preferable that our efforts be directed to support
 

Egypt's reform efforts over the range of areas needed to
 

broaden its productive base and make better use of resouces.
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Q. Other conditions which adversely affected the.Egyptian
 

economy in 1982 by decreasing important sources of revenue were:
 
a. The flow of remittances from Egyptians working
 
overseas fell by $900 million between 1981 and 1982;
 
b. Tourism declined partly because of President
 
Sadat's death and turbulence in Leoanon;
 
c. The strengthening of the dollar had a negative
 
impact on Suez Canal receipts.
 

--Do you expect the revenues from these three
 
foreign exchange sources to decline again in 1983?
 
--Particularly in the area of tourism, can Egypt
 
do more than it is now doing to increase tourism
 
and the revenues from this source?
 
--What are the principal obstacles now to
 
increased tourism?
 

A. We do not expect the revenues from these three foreign
 

exchange sources to decline again in 1983. The number of
 

Egyptians working overseas appears to have increased and the
 

already reduced level of remittances sent back by the workers
 

to help support their families in Egypt should not decline
 

further. Revenues from traffic through the Suez Canal are
 

affected by the strengthening of the dollar, since tolls are
 

set in SDR's. Traffic levels have not declined and we do not
 

expect further drops in Canal receipts in dollar terms absent
 

another substantial strengthening of the dollar. As noted,
 

tourism revenues declined from the 1980 level of $700 million
 

to $600 million annually by 1982 partly because of President
 

Sadat's death and turbulence in Lebanon. Another major
 

determinant of tourism revenues is t'e state of the economy in
 

Europe and the United States, since tourist expenditures are a
 

function of discretionary income levels in the West.
 

Therefore, Egyp'#,atnot~on its own affect what are probably the
 

two major factors determining tourism flows, i.e. the state of
 

Western economies and the political and security situation in
 

the Middle East. Egypt is attempting to upgrade the
 

capabilities of its tourist infrastructure by better and more
 

extensive manpower training, and encouraging foreign investment
 

in tourist facilities. However, in the near term such efforts
 

should not have a major effect on tourism income.
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RESPONSES FROM THE DEPARTMENT OF DEFENSE: 

Question : Will the $1.3 billion FMS program requested for
 
Egypt for fiscal year 1984 enable Egypt to make new purchases of 
additional military equipment or will itall be applied to progress 
payments on outstanding orders? 

-- Would you please provide the subcommittee with a breakdown 
of how the $1.3 billion will be spent? 

-- What isthe projected level of fiscal year 1984 FMS funding
available for new procurements?

Answer: InFY1984 the follow estimates are provided of Egyptian 
expeditures: Prior commitments (progress payments ) - $633 
million, follow-on support - $366 million, and new program $301
 
million.
 

Question In order to enable Egypt to make its progress
 
payments on outstdnding U.S. orders, for how long into the
 
future will the U.S. FMS program need to continue at a level
 
of at least $1.3 billion?
 
Answer:
 

If Egypt was to immediately discontinue its force modern
ization program the FY1984 FMS credit level could be reduced.
 
The delivery obligations extend into FY1988. However, this does
 
not account for the needed follow-on logistic support for these
 
programs which show a gradual upward trend.
 

Question : Would you please provide the subcommittee with a
 
projection of Egypt's progress payments on outstanding orders
 
such as the F-16 aircraft, the M60A3 tanks, I-Hawk batteries,
 
and armored personnel carriers?
 
Answer:
 

The current projection of the Egyptian progress payment
 
requirements for programs already accepted and implemented isl
 

FY84 FY85 FY86 FY87 FY88
 
$99M $12-6.9M $3--5-H.M $123.2M $I0-3M 
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Question : What is the status of the sale of the four E-2C
 
radar warning and control aircraft to Egypt?
 

-- How does the Egyptian payment for this sale fit into 
available FMS fundings? 

-- What planned purchases of military equipment did Egypt have 
to postpone when it decided to buy the E-2C? 

Answer: The estimated $689 million E-2C program cost isspread 
over sever years. The maximum yearly outlay is expected inFY1986 
when progress payments are estimated to be $217 million. 

The Egyptian Ministry of Defense deferred an M60A3 tank buy in 
order to initiate the E-2C program in FY1983. 

Question : There is a $2 million International Military
 
Education and Training (IMET) request for Egypt for fiscal
 
year 1984. This program will fund the military training of
 
435 Egyptian students in the U.S. and overseas.
 

-- Would you provide for the record a list of where these
 
Egyptian military personnel are training and a rundown of the
 
nature of the training involved (e.g., on what military equip
ment are they being trained?)
 
Answer:
 

The purpose of the training requested is to assist Egypt
 
to improve the professionalism of its armed forces, and facili
tate its ability to absorb the military equipment purchased
 
from the U.S. The training request ususally is not related to
 
any particular weapons system. U.S. training bases for Egypt
ian students are spread across the entire country. There Is
 
no one single concentration of Egyptian students. The following
 
table summarizes the category of training and military service:
 

Continental U.S.
 
Training Army Navy Air Force Total
 

Operations 66 13 18 97
 
Comm/Electronics - - 8 8
 

Maintenance 36 5 19 60
 
Logistics 10 - 18 ?8
 
Administration 4 22 4 30
 
Professional 82 40 84 206
 
Orientation - - 10 10
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SUPPLEMENTAL QUESTIONS SUBMITrED BY THE SUBCOMMITTEE ON 
EUROPE AlD THE MIDDLE EAST TO THE AGENCY FOR INTERNATIONA L 
DEVELOPMENT (AID), AND THE DEPARTMENT OF DEFENSE AND RE-
SPONSES THERETO (LEBANON) 

RESPONSE FROMTHE AGENCY FOR rJJrERNATIONAL DEVELOPMENT: 

Question 	 Will the Capital Equipment Fund operate like a Commodity Import
 

Program? Which agency in the Lebanese government will operate the
 

fund? How will it operate; and will it generate local currency;
 

and, will it become a revolving fund?
 

Answer : 	The Capital Equipment Fund (CEF) is being designed along the 
lines
 

of a corinodity import program. 
 The CEF will be coordinated by the
 

Council for Development and Reconstruction (CDR). A.I.D. will
 

make a grant to the Government of Lebanon. The GOL through the
 

CDR will lend 
 iiese funds to public and private sector entities in
 

Lebanon who wish to import U.S. goods. 
 The CEF will also be used
 

to attract other financing from EXIM Bank and U.S. commercial
 

banks so as to increase the availability of financial 
resources.
 

As the executing agency, CDR will 
determine who will participate
 

in both the public and private sector based on mutually agreed
 

criteria between the U.S. and the GOL. 
 Once participants have
 

been selected, the CDR, working in conjunction with the Central
 

Bank and the commercial banking system, will loan capital at 
a
 

rdte slightly lower than market terms in o.der to 
serve as an
 

incentive for borrowers. All repayments will be directed back
 

into the fund which will be used as 
a source of local currency
 

loans for a variety of reconstruction related activities. 
 Details
 

on the operation of 'his project 
are currently being negotiated in
 

Beirut.
 

(583J 
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Question 	 You are committing $32 million to a potable water and sanitation
 

activity.
 

--	 Is there an effective Lebanese agency with whom to work 

on this project? 

Answer 	 The Council for Development and Reconstruction will be the over

all coordinating agency for this project. The Government of
 

Lebanon with assistance from A.I.D. has established a technical
 

group of all 	agencies involved in the implementation of this
 

project. Such agencies include the Ministry of Hydraulic and
 

Electrical Resources, the Beirut Water Authority, and the Muni

cipality of Beirut. A.I.D. is including technical assistance
 

where possible in all of its projects in order to improve the
 

capacity of the ministry and agencies carrying out our program.
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Question 
 Ingeneral, are you insisting on effective government action and
 
organization as a prerequisite for U.S. assistance ineach area
 

of acLIvity?
 

Is the U.S. insisting on civil service reform?
 

Answer 
 After eight years of civil strife and the invasion of 1982, there
 
isan 
important need to strengthen the Government of Lebanon's
 
ability to lead the reconstruction effort and to exert its au
thority where possible. Certainly, the ability of Lebanese
 
ministries to carry out their tasks will be a major factor inthe
 
government's efforts to assert authority and leadership. 
 The
 
capacity of these ministries varies. 
Our proposed program empha
sizes reconstruction of public sector infrastructure as a means
 
for supporting the Lebanese government's program for establishing
 
its leadership. 
 This isa high priority. 
hhile our program does
 
not include a wholesale civil service reform effort, we do intend
 
to bolster the capacity where possible of those ministries we
 
will work with inthe reconstruction effort. 
Specific examples
 

are as follows:
 

18-651 0-83--39 
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Council for Development and Reconstruction (CDR): The CDR is the
 

Lebanese government agency respunsible for overseeing the recon

struction effort. A.I.D. is financing both long and short term
 

as local adminadvisors to consult with council members as well 


istrators. The long term advisors will work at the national
 

on economic planning, public administrationi
government level 


public finance, financial analysis and civil engineering.
 

Short-term specialists will be brought in from time to time to
 

work on transportation, communications, water, electricity
 

generation, sewerage, housing, health and education.
 

We will finance the establishment of a Post,
Telecommunications: 


Telegraph and Telecommunications Institute which will conduct
 

on-going training in skill and management areas.
 

In addition to financing comprehensive studies
Water/Sanitation: 


of Lebanon's long-term water needs, training will also be
 

conducted for sanitarians and water-supply personnel.
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-Health: 
 A.I.D. will finance the training and development
 

of an information system for health, Including data
 

collection, processing and interpretation, in order to
 

allow for internal long-term needs assessment.
 

Tax Administration:* Increasing tax revenues isa prior

ity concern of the GOL, which faces staggering recon

struction costs. 
The Ministry of Finance requested, and
 

A.1.D. provided, two tax administration experts to study
 

current procedures and recommend short-term measures to 

increase revenues.
 

Trouble-Shooting 
on Administrative Refor-: 
 The Govern

ment of Lebanon asked A.I.D. to provide carefully-focused
 

assistance in dealing with both institution-specific and
 

cross-cutting functional problems in public administra

tion, as the government undertakes broad reforms to 

streamline government operations. Expert teams will be 

brought in for short term, hands-on analysis to assist in 

this effort.
 

- Pritate Enterprise: The Lebanese value and intend to 

protect fully their free-market economy. 
They have asked
 
for U.S. assistance in designing a structure for anti

trust and trade-restraint measures which will keep the
 

system open, both from below and among established enti

ties. Expert assistance will begin in April.
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Question: 	 Your table indicates that $3 million of the funds
 

provided In the FY 1982 supplemente'. $50 million for
 

Lebanon would be for the Palestinian refugees.
 

--	 What is that money for? 

--	 Will any of the funds in this supplemental be 

used for the Palestinian refugees? 

--	 If so, for what projects will it be spent? 

The $3 million in the FY 1982 supplemental $50
 

million will be used for non-shelter needs of the
 

Answer 


Palestinian refugees. We will provide .500,000 for
 

an intermediate health care facility, $2 million to
 

the ICRC for medical needs of the refugees and
 

$500,000 to UNRWA as our share of the costs for
 

rebuilding administrative facilities in the refugee
 

camps.
 

None of the funds we are requesting in the FY 1983
 

supplementol will be used for Palestinian refugee
 

programs. U.S. support for the refugees is con

tained in the contribution to the support of UNRWA's
 

program for Palestinian refugees.
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Question : 	In the FY 1982 supplemental of $50 million, the American
 

University of Beirut (AUB) was provided $10 million.
 

-- Will the remaining $7 million of that which has not 

been expended be expended soon?
 

-- From what account will the $3 million you intend to 

provide to AUB in FY 1984 come?
 

Answer 	 The remaining $7 million for AUB was obligated in March, 1983.
 

All of the $10 million will 
be expended by the end of September,
 

1983 i.e. FY-83.
 

On page 150 of Annex IV of the FY-84 Congressional Presentation
 

there isa $3 million expenditure from the Disaster Assistance
 

account noted in FY-84. This represents an estimate made at the
 

time the document was drafted. 
 Since that time the estimate has
 

been revised and we will be expending that money in FY-83 as
 

indicated above. At the present time, any FY-1984 funding
 

previded will come from the American .Schools and Hospitals
 

account and/or from the Near East Regional account which is 
a
 

scholarship program. 
The latter program is estimated to require
 

$3 million in regional support.
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Question: Will most all of the money you seek inthe 

supplemental be for projects inthe Beirut area and 

southern Lebanon? 

-- To what degree will you be supporting activities 

Inother areas of the country? 

Answer Our proposed supplemental addresses reconstruction in 

areas under the GOL's control or where it-exercises 

considerable influence. Therefore, our proposed 

projects will also operate primarily inthe greater 

Beirut area and will include some activity in 

southern Lebanon. Our proposed program isnot 

directed to such areas as north Lebanon and the Bekaa 

valley. 

Question: Inthe strife inLebanon, a lot of men were killed, 

leaving a large number of women and children. 

-- Do you have any estimates on this? 

-- Has AID considered supporting income generating 

projects for women? 

-- What, ifanything, isAID doing inthis area? 
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Answer National estimates on the number of Lebanese widowed
 

womeA and orphans as a result of the strife in
 

Lebanon are not currently available. Our proposal
 

for supplemental funds includes programs which will
 

provide the opportunity for women as well as men to
 

become income earners, particularly through PVO
 

programs. We have requested: $6.2 million for Save
 

the Children Federation to provide agricultural and
 

business credits through cooperatives and other
 

community initiatives; $2.6 million for Catholic
 

Relief Services for rehabilitating private educa

tional, health and social welfare institutions; and,
 

$1.5 million for the YMCA of Lebanon to provide
 

vocational training in certain skill 
areas. Thesr
 

activities will facilitate the possibility for women
 

to become income earners. Female entrepreneurs in
 

fact have received credits under our current Save the
 

Children project. Similarly, women are now being
 

trained as draftspersons under the YMCA training
 

project. 
These and other proposed activities, such
 

as the Small-Scale Enterprise project will stimulate
 

economic activity and job opportunities.
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Question 	 The Lebanese Council on Development and Reconstruction (CDR) was
 

created in the late 1970s to be the coordinating agency for the
 

country's reconstruction efforts, but the organization has been
 

lackluster in its performance, reflecting in part the security
 

situation in the country.
 

--	 Are you confident that the CDR is capable of providing 

strong leadership and coordinating the important recon

struction effort? 

--	 In your view, is there sufficient coordination between 

the CDR and the various ministries of the government? 

--	 What needs to be done to improve the CDR's operations? 

Answer 	 We are confident that CDR is doing a sound job of cooreinating
 

the reconstruction. The CDR is a major focal point for donor
 

assistance. In the projects we have been designing and negoti

ating with the GOL, the CDR has been coordinating very well with
 

the ministries and agencies which will carry out the projects.
 

Our request for supplemental funds includes a project for a
 

significant amount of technical assistance to the CDR. These
 

U.S. advisors will augment the CDR's ability to plan, design,
 

manage and implement the reconstruction program. We expect that
 

our technical assistance will begin in the very near future.
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RESPONSE FROM THE DEPARTMENT OF DEFENSE: 

Question:' For what purpose will these IMET funds be used?
 

Answer: We have requirements for additional training in basic skills of the
individual soldier, small unit tactics, leadership (particularly noncommissioned
and Junior commissioned officers), operations and maintenance of newly
acquired U.S. weapons systems (e.g., M48A5 tanks and M198 155rmn howitzers),
and personnel, supply, and maintenance planning and management.
 
Question: Will 
it all be spent in the U.S. or 
is some for training in Lebanon?
 
Answer. We expect this training will include both enrollment of Lebanese
personnel 
in military schools in the United States and the deployment of
U.S. mobile training teams to conduct training in Lebanon.
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BY THE SUBCOMMITTEE ONSUPPLEMENTAL QUESTIONS SUBMITrED 

EUROPE AND THE MIDDLE EAST TO THE AGENCY FOR INTERNATIONAL 
DEVELOPMENT (AID), AND THE DEPARTMENTS OF STATE AND DE-

ANDFENSE AND RESPONSES THERETO (JORDAN, YEMEN, OMAN, 

ASHA) 

RESPONSE 	 FROM THE AGENCY FOR INTERNATIONAL DEVELOPMENT: 

states that it "represents the first year
 

in which most of the requested funding will be used fur technical
 

assistance, transfer of technology, and training that also seeks to
 

strengthen the role for the private sector."
 

Question: Your program for FY 1984 

--	 Why do you believe it advantageous to shift money to training for 

the private sector at this time? 

--	 How does this shift realistically answer Jordan's economic and 

development needs? 

Answer: 	In keeping with A.l.O.'s general policy guidelines to increase the
 

use of the U.S. and indigenous developing country p'ivate sectors as
 

development tools, A.I.D. plans to assist Jordan to develop an
 

Executive Management Institute, modeled along the lines of the Asian
 

Management Institute in Manila, which will help the Jordanians to
 

develop senior level management capabilities among both public and
 

private sector executives.
 

In FY 1982, A.I.D. began to shift the orientation of its Jordan
 

program away from capital assistance and infrastructure-type
 

projects toward technical assistance and projects stressing
 

technology transfer and institution building, thereby enhancing the
 

(594)
 



-- 

595 

prospects for long-term development benefits and listing
 

U.S.-Jordanian relationships. While A.I.. 
 s and Jordan's
 

development priorities remain basically unchanged, the methodologies
 

with which A.I.D. and the Government of Jordan are addressing key
 

developmental proble:,s are iincrtasingly focussed or developing
 

institutional capacities in both the public and private sectors. 
 We
 

believe this 
totus will allow Jordan to ultimately continue its
 

economic progress without U.S. assistance. We have developed our
 

oroposed project portfolio for Fy 1984 in keeping with these shared
 

Jordanian and A.I.D. priorities.
 

Vuestion: What is the state of discussion on the Maqarin Dam project?

J
 

Has any progress been made on settling the differences among
 

Jordan, Syria, and Israel 
on water rights?
 

-- Is the U.S. still committed to this project? 

Answer: Construction of the Maqarin Dam project (estimated to cost $1.2
 

billion) has been deferred because there is
no early prospect of
 

Jordan's reaching agreement with Syria and Israel on riparian
 

issues. Accordingly, A.I.D. has not requested funding from the
 

Congress for laqarin 
in FYs 1982, 1983 and 1984. Nevertheless, the
 

Maqarin Dam project remains 
one of Jordan's highest development
 

priorities and it has A.I.D.Is continuing encouragement. We
 

appreciate the strong support of the Congress for this project In
 

the past.
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Question: The subcommittee was told last year that AID plans to have its
 

program completed In1985 except for some technical assistance.
 

-- Does it remain your objective to phase out the project program then?
 

Answer: Jordan's pivotal role in President Reagan's September I Middle East
 

highly
raace Initiative, along with its moderating influence in a 


unstable region, makes it a country of special political and
 

to the U.S. We now expect to continue our
strategic interest 


economic aid relationship with Jordan through the 1980s.
 

Despite considerable economic growth and development during the past
 

decade and the attainment of "middle-income country" status, Jordan
 

now faces some significant economic problems which must be addressed
 

if the nation's continued development and stability is to be
 

assured. In late 1981. Jordan's economy slowed down due largely to
 

factors beyond its control: 1) Arab assistance was reduced (from US
 

$1,240.1 million in 1980 to US $1,210.6 in 1981); and 2) lower
 

worldwide market prices depressed the country's commodity exports.
 

By the middle of
The trade deficit continued to worsen in1981. 


increase in remittances from Jord.:nlans working
1982, the rate of 


abroad had declined. According to data released by the Central Bank
 

of Jordan, during the first three quarters of 1982 Arab assistance
 

was 13% lower than in the comparable period in 1981.
 

Nevertheless, the over-riding rationale for continuing our bilateral
 

aid program is political. Like our military assistance, U.S.
 

economic aid is critical to our credibility and is a concrete symbol
 

continuing commitment to Jordan's development - a commitment
of ou 


we have honored for 30 years.
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Question: 	Jordan continues to have difficulty accomplishing a favorable
 

balance of trade (the imbalance is about 6 to 1).
 

-- What measures is Jordan taking to change this? 

-- Can mining (particularly of phosphates) help rectify this problem? 

Answer: The Government of Jordan, acutely 
aware of its chronic trade
 

imbalance, is taking the following measures to reduce this imbalance:
 

1. Encouraging its expatriate worke,.s 
to send substantial
 

remittances back to Jordan;
 

2. Encouraging the rapid development of Jordan's tourism industry;
 

3. Cotitinuing to expand and diversify its production of exports such
 

as phosphates, potash, manufactured goods, and fruits and
 

vegetables; and is
 

4. Attempting to 
introduce energy conservation as a means of
 

reducing Jordan's large petroleum bill.
 

Although Jordan's imports have increased sharply for the past few
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years, the structure and trends of these imports reflect the strong
 

domcstir demand and the relative increases Inorices of goods and
 

services that characterize expanding industrialization. For
 

example, the share of imports of 
raw materials has been increasing
 

at a faster rate - reflecting the needs of Jordan's rapidly
 

expanding industries. Imports of foodstuffs have declined sharply
 

since 1971. In recent years, roughly one-third of Jordan's imports
 

have been for machinery and transport equipment, while about
 

one-fifth have been for relatively high cost oils and fuels,
 

primarily coming from Saudi-Arabia by pipeline.
 

Jordan has made significant progress in both developing and
 

Jordan's exports increased by 29
diversifying its exports. In 1981, 


percent, but, due to depressed worldwide market prices for
 

phosphates, these export gains did not continue tu grow as rapidly
 

in 1982. Exports of fruits and vegetables have also lagged in
 

years due to several bad crops, but should expand as a result
recn'ri 


of substantial recent investments in greenhouses and improved
 

agricultural technology and expanding markets in Jordan's
 

neighboring countries. Exports of manufactured goods such as
 

cigarettes, textiles, clothing, pharmaceutical products, stoves,
 

batteries and electrical appliances, and a wide range of
 

construction materials and building components have been growing
 

steadily as markets have developed slowly in Iraq and the other Arab
 

states. (However, in 1982, as a result of the costs of its war with
 

Iran, Iraq has sharply reduced its imports of Jordanian goods.)
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Other important trading partners include Saudi Arabia and Syria.
 

There is no doubt that the continued expansion of Jordan's phosphate
 

mining industry is an all important element of its export trade.
 

During 1981, Jordan's phosphate production increased by nine percent
 

to 4.2 million metric tons, with virtually all of the output
 

exported. 
It is hoped that this production will increase to seven
 

million tons annually by 1985. Additionally, the Government is 
now
 

conducting feasibility studies for developing additional phosphate
 

deposits which could lead to export of an additional three million
 

ton by 1986. 
 Jordan's current five-year Economic Development Plan
 

1lsn 
includes projects for the production, and possible export, of
 

brriine, magnesium oxide, aluminum flouride and uranium oxide.
 

Expansion of these mining/processing activities hold excellent
 

promise of substantially increasing Jordan's export earnings in the
 

not.too distant future.
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Question: What specific steps is Jordan taking to slow down its population 

growth? 

Answer: Although there is increasing evidence of high level concern in 

Jordan over the country's rapid population growth, there is as 

yet no national population policy or government sponsored family 

planning program. Perhaps the most significant step that Jordan 

has so far taken with regard to slowing population growth is to 

have allowed population-oriented activities to take place in the 

country. To date, these have consisted of a variety of small 

programs such as training of female gynecologists, training In 

the use of population and development and planning models and 

tabulation of the 1979 Jordanian census data. In addition, the 

Jordan Family Planning and Protection Association provides family 

planning services and information, education and communication 

activities with consent of the Government. A new A.I.D. centrally

funded family planning information and education activity has re

cently been proposed of which, Crown Prince Hassan reportedly 

approves. 

Question: Palestinians compose over half of Jordan's population: Is there 

any difference in the birth rate between them and the rest of the 

population? 

Answer: We have no in,formation i.vallable iith which to resoond to this 

question. 



601..
 

Question: Tour CPD states that 1981 and 1982 respectively were the 

last years of obligations for two programs related to the 

Tel Water and Severage project. In 1980 and 1981 this
 

project had problems 
with overruns and the contractor. 

How ham this project turned out and were the problems 

facing it settled? 

Answer Construction of the Tae Water and Sewerage project bagen 

in 1979 end is vw about 95% complete. Progress wea mnl
tially slowed down by design, management, and supervision 

problems including unexpected rock excavation and re

sulting cost Increases.
 

The replacement of the original supervisory engineer in 

1981 largely solved the contract problems that existed in 

the early stages of the project. Cost overruns due to 

unexpected rock excavation were financed by the Arab 

donors financing the construction component of the proj

ect. In addition, the Yemen Covernment agreed to the use 

of a portion of the original AID loan (S10.0 million) for
 

this project to cover those overruns associated with the 

replacement end extension of the supervisory engineer 

through the end of construction in June 1983.
 

18-61 0-83-40 
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Question: 	 You are requesting $3 million for PL 480 money for wheat
 

flour imports. Given the fact that 80 per cent of Yemen's
 

food processors' raw material is imported and that its
 

agriculture Is in trouble, is promoting mofe food imports
 

the way to encourage agricultural self-subsistence?
 

Answer 	 The Administration has requested $3.0 million in PL 480
 

Title I (wheat flour) for Yemen in fY 1984. This program
 

is meant to serve as one component of the U.S. response to
 

the recent earthquake in Yemen th- local currency
 

generations from which will be used for
 

rehabilitation/reconstruction purposes.
 

Recent analyses indicate that, despite the dramatic rise
 

in food imports due to the Inflow of remittances, consumer
 

preferences have caused locally grown crops and livestock
 

to command premium prices. This is particularly reflected
 

In the horticulture subsector where data indicate a
 

significant shift from field grain crops to high value
 

horticultural crops. We believe that this relatively
 

small PL 480 program for wheat flour will have little or
 

no impact on agricultural trends In Yemen.
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Question: Yemen commenced a five-year development program last 
December which wrll spend 16.5 billion, of which at least 

13 billion according to the economist will have to come 

from forelgn assistance. 

-- Will Yemen be able to get this money? Which source 

will provide the most assistance?
 

-It is reported that the Saudi's are reducing their as

aistance to Yemen. 
 Do you know by hov such?
 

-Novvll the drop in oil prices affect aid to Yemen by
 

the Arab states?
 

Answer 
 Official Arab aid, the most substantial source of aid for
 

Yemen, Is slowing down in response to.the decreace in oil
 

revenues and the Iran/Iraq war. While difficult to quan

tify at this time, assistance from Iraq, Kuwait, and the
 

United Arab Emirates has been cut back substantially and
 

Saudi project aid has been reduced. Hovever, except for
 

Iraq, the pipeline for existing projects appears intact.
 

Rev project starts appear most affected.
 

The YARG's Second Five Year Pl.n calls for 46% of the $6
 

billion Investment budget to be In the form of foreign
 

loans and grants. 
 The reduction of foreign assistance as
 

well as reconstruction requirements arising from the re

cent earthquake will almost certainly require a scaling
 

back of plan objectives
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Question: 	 The economist reported last May that North Yemen's agri

culture was in serious trouble. It estiuated that 80 

percent of the food processors' raw material vas Im

ported, and that if labor costs remained high and tha 

currency overvalued. Yemen's food industry might be 

squeezed out of Its own markets. 

-Do you agree with this assessment?
 

-Is Yemen going to be able to correct this problem in 

Its agriculture? 

ANSWER 	 While ve agree with the economist's assessment that the
 

cost of labor, particularly in the agriculture sector, is
 

high and that the Yemeni currency may be overvalued, ve
 

do not necessarily agree vith its conclusion that Yemen's
 

food industry might be squeezed out of Its ovn markets.
 

Recent analyses Indicate that the incentives for agri

cultural production in some areas are still quite
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strong. For example' despite the dramatic rise In food
 

imports due to the inflow of remittances, consumer pro

ferences have caused locally grown crops and livestock to
 

command premium prices. This is particularly reflected 

in horticulture, where data Indicate a significant shift 

from field grain crops to high value horticultural 

crops. Production costs can be significantly decreased 

through the availability of information to the Yemeni 

farmer on higher yielding crop varieties and more effi

cient production techniques. AID and the Yemeni are 

attempting to address these constraints by developing 

extension activities which transmit cost-saving and Im

proved technological practices. 

The Yemeni are also aware of the problems posed by an
 

overvalued currency. They are seeking vayc to balance
 

the economic imperatives of pursuing a correct policy in 

this area vilh other, largely political. constraints. 
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RESPONSE FROM THE DEPARTHENr OF STATE: 

1. How much money does Jordan acquire annually from
 
Jordanian workers abroad? A 1981 figure was about $1 billion.
 

-- Did this figure decline in 1982? If so, why?
 

Data for calendar year 1982 are not yet available. We do
 

not believe, however, that the absolute amount will prove to be
 

less than the $1.03 billion remitted in :981. There is a
 

consensus that the rate of increase in remittances declined in
 

1982 from previous years. While the reason for that decline is
 

uncertain, it appears to be due both to apprehension caused by
 

the Israeli invasion of Lebanon last summer and to a general
 

slowdown in development projects in the Gulf states, caused by
 

declining oil revenues.
 

The Peace Corps has decided to end its activities
2. Q. 

in Oman. Why is this happening?
 

A: The Government of Oman has not submitted new project
 

requests and, apparently, does not consider the Peace Corps
 

so relevant to Oman's development problems as it once did.
 

Therefore, programs are being phased out as they are completed.
 

The last volunteers are expected to leave in late May, and the
 

program is being concluded in an orderly and amicable manner.
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RESPONSE FROM THE DEPARTMENT OF DEFENSE: 

QUESTION: 
 You plan to increase the number of authorized U.S.
iTitary personnel 
in North Yemen from six to eight. Why the
increase when the level of aid is remaining the same?
 

ANSWER: While the total program value remains level from FY83 to
FY84-, 
 we propose a shift from reliance on FMS financing (credit)
to the Military Assistance Program (grant) which will permit

increased number of U.S. 

an
 
technical assistance and training teams
and a considerable increase in the number of students trained in
the U.S. The increased manning is required to provide a fulltime officer for closer supervision and management of the additional training and technical assistance teams. An additional


noncommissioned officer will provide necessary administrative
 
support for the increased program.
 

QUESTION: What military equipment will Oman purchase with a $45
 mi-IT-n-program? What is the anticipated 
use of this $45
million? 
Would you provide for the record, an accounting of

Omani progress payments on past military purchases from the U.S.?
 
Aren't most Omani military purchases still British?
 
ANSWER: 
 The proposed $45 million for Oman anticipates continued
 
procuremeat of training and spare parts support for cxisting U.S.
weapon systems and acquisition of additional transport aircraft,

Sidewinder air defense missiles, and Improved TOW antitank
 
missiles.
 

Oman's Foreign Military Sales payments to the United States have
 
been:
 

FY1977 $ 194,326.52
 
FY1978 259,956.36
 
FY1979 419,044.94
 
FY1980 15,296,697.45 ($12,707,923.00 from FMS Financing
 

Program)
FY1981 40,352,027.58 ($22,292,077.00 from FMS Financing
 
Program)
FY1982 36,115,136.08 ($34,016,461.11 from FMS Financing
 
Program)
 

Oman traditionally acquires most of its arms 
from Great Britain.
Recent known procurements include Chieftain tanks, Jaguar aircraft,

and the Rapier air defense (missile) system.
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APPENDIX 9 

SUPPLEMENTAL QUESTIONS SUBMITED BY THE SUBCOMMITTEE ON 

EUROPE AND THE MIDDLE EAST TO THE AGENCY FOR INTERNATIONAL 
DEVELOPMENT (AID), AND THE DEPARTMENTS OF STATE AND DE-
FENSE AND RESPONSES THERETO (GREECE, TURKEY, CYPRUS, SPAIN, 
AND PORTUGAL) 

RESPONSE FROMTHE AGENCY FOR INTERNATiOiid. DEVELOPA..NT. 

0: 	 Does it concern you that the U.S.-Greek Scientific and
 
Cultural Cooperation Agreement signed in 1981 has never
 
gotten off the ground, in good part because of a lack of
 
funding on the U.S. side?
 

A: 	 -- Since the umbrella agreement was signed in April
 

1980, some bilateral cooperation in the areas of science
 

and technology, mainly in the field of earthquake research,
 

has been linked to the agreement. An MOU for cooperation
 

in strong motion data acquisition was signed in April 1982
 

between the US Geological Survey and the Greek Scientific
 

Reasearch and Technology Agency (which then had
 

responsibility for such research). American and Greek
 

earthquake specialists have worked together in several
 

workshops held under the agreement. EPA officials have
 

cooperated with their counterparts in Greece, briefing them
 

on American environmental legislation and policies, an area
 

of great interest to Greece.
 

-- Lack of funding is only one reason why cooperation 

projects have been limited. One area of cooperation
 

envisaged when the agreement was signed was in energy
 

research; this is an area where diminished fundino for the
 

Department of Energy played a role. In addition, the Greek
 

government was reorganized in July when the Ministry of
 

Coordination, responsible for implementing our 1ilateral
 

agreeement, was abolished and responsibility for scientific
 

and technological cooperation given to the newly created
 

Ministry of Science and Technology. We are working on
 

possible changes in the agremeent to meet the altered
 

circumstances.
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-- The Fulbright program covers graduate studies. In
 

1981-2, twelve Greek students began studies in the U.S. 

ten in the sciences and two in the humanities.
 

-- In response to student demand, the Fulbright
 

program in Greece has recently been focused more on
 

scientific studies than on the humanities. Since there are
 

more fellowships and assistanceships available in the U.S.
 

for scientific study, the number of students asslsted has
 

increased while the cost per student to the Fulbright
 

program has decreased.
 

-- Some Greek students are interested in study in
 

nearby Eastern European universities because of the
 

difficulty of finding places in Greek universities. It
 

would be difficult to compare the preferences of students,
 

but there has always been a substantial number of Greek
 

students in the U.S. as a result of available scholarships,
 

family ties and programs available in particular
 

universities. I can tell you that in the 1981-2 academic
 

year, the Fulbright centers in Athens and Thessaloniki
 

received 20,000 queries about study in the U.S.
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Question: How much of the FY 1983 program for Cyprus is being spent
 
on the scholarship program?
 

Answer: AID's supplemental ESF request contains $10 million for
 
the Cyprus-America scholarship program.
 

Question: How many Cypriot students are enrolled in U.S. colleges
 
and universities for the 1982-1983 academic year under
 
this scholarship program?
 

Answer: Fifty-nine students matriculated this year.
 

Question: Are these students from both Greek and Turkish Cypriot
 
communities? What are the numbers involved?
 

Answer: Our records indicate that 47 are Greek Cypriots and 12 are
 
Turkish Cypriots.
 

Question: How much money on average is given to each Cypriot student
 
who comes to the U.S. to study?
 

Answer: We estimated that it would cost, on the average, about
 
$12,000 plus travel costs to maintain a student in this
 
program this year. This amount is offset, to a small
 
degree, by scholarships received. Only a little of this
 
-- for living expenses and book allowances -- is paid
 
directly to the student. Most payments are made directly
 
to the educhtional institution.
 

Question: What is the status of the United Nations High Commission
 
for Refugees on Cyprus. Is it still administering
 
on-going aid programs?
 

Answer: The UNHCR is administering most programs funded by A.I.D.
 
The only major exception is the scholarship program.
 

Question: Is our program the only one it is administering on Cyprus?
 
Answer: For the past several years, the U.S. has been the sole
 

contributor to UNHCR programs in Cyprus.
 

Question: 	Has any serious thought been given to putting the U.S.
 
program under the UNDP whic: operates on Cyprus?
 

Answer: 	 Many alternatives have been seriously considered. The
 
difficulty with the UNDP is that resources could only be
 
used in the move economically prosperous Greek-Cypriot
 
south. Moreover, since the program was conceived to
 
assist displaced persons, the UNHCR has always seemed more
 
appropriate.
 

Question: 	Are there opportunities for funding projects which might
 
help conciliate the Greek- and Turkish-Cypriot communities
 
such as joint projects between the two communities in the
 
divided city of Nicosia?
 

Answer: 	 We encourage all project which would promote
 
reconciliation of the two communities.
 

Question: What are you doing to develop such confidence-building
 
projects?
 

Answer: Our support to the Red Cross provides one of the few
 
telephonic links between the south and north and has been
 
used to facilitate programs of humanitarian concern. We
 
hope that the scholarship program promotes reconciliation
 
through training outstanding students from both
 
communities and bringing them into contact with each other.
 



1974 

611
 

Question: How many refugees are 
there on Cyprus today?
Answer: 
 About 200,000 people were displaced by the eventi of 

and have not returned to their previous homes. 
 By
definition, a refugee is 
one who flees his country; very

few have left Cyprus.
 

Question: Are any of them in 
tents or in temporary housing?
Answer: There have been no 
tent communities for many years and
early wooden shelters are being torn down as 
newer housing
developments are constructed. 
 Even though these newer

housing estates are exceedingly well built to provide

excellent shelter for generations to come, the
Greek-Cypriots continue to refer to them as 
"temporary" as
an expression of the desire to 
some day return to their
previous homes 
-- which in many cases were 
not built to
such high standards nor provided rent 
free by the
 
Government.
 

Question: How many housing units have been built since 1974?
Answer: 
 Despite many attempts to find out, there is 
no clear and
consistent 
answer to this question. In 1979 we were told
that 23,459 government-financed public housiag units would
be completed by 1980 and an 
additional 9,427 former
Turkish Cypriot houses had been 
repaired. '%ore recently,
the U.S. Embassy was told only 26,884 uniti have Leen

constructed or repaired. 
 The facts may be somewhat

complicated because emergency housing units which were
constructed quickly have subsequently been torn down 
as
 more substantial housing was 
built.
 

Question: Are you satisfied that those refugees from the 1974
 
Turkish invasion are now adequately housed?
Answers The November 30, 1981 GAO report to 
the Subcommittee
 
concluded:
 

We believe that the need 
for continued U.S.

humanitarian assistance to Cyprus has greatly

diminished. The Government of Cyprus continues to
 
request financial assistance to house all the
displaced, irrespective of their income, 
including

families of their children. In our 
view, providing

such assistance goes somewhat beyond that 
normally

associated with U.S. 
foreign disaster recovery and
 
assistance.
 

While the report notes the difficulty in obtaining

complete, agreed-upon statistics on the numbers of
displaced people requiring housing, average family size,
etc., it does indicate that "housing for 
the displaced

Cypriots in greatest need will have been largely satisfied

by current and planned construction through 1983." 
 With
the number of housing units built and refurbished for 
use
by displaced persons 
-- not even counting the high level
of construction in the private 
sector -- we 
do not believe

that further external assistance to the housing sector is
 
warranted.
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FY 1980 was the last year for new economic assistance
Ouestion: 

the Azores.
t,- Portugal, except that targeted for 


Yet, there was money left in the pipeline (about $22
 

million as of September 30, 1982).
 

How much of this money remains in the pipeline?
 

When will it all finally be expended?
 

Answer: As of February 28, 1983, the pipeline has been reduced to
 

$20,072,682. We anticipate programs continuing through
 

late 1995 with the final disbursement (for the Agriculture
 

Production Program) taking place in 1986.
 

a number of AID funded projects which have been
 Question: Thera are 

They include technology
underway for the past few years. 


fertility: private sector development;
transfer: soil 

housing, sewerage and rural health projects: and the
 

How will

construction of secondary and primary schools. 


h-2 shift of ESF spending
these projects be affected by 


away from project aid?
 

Answer: AID's strategy for Portugal call fcr the orderly
 
None of them require
completion of ongoi.-g projects. 


future year appropriations. All

funding from FY 1983 or 

construction projects have been completud and both 

the
 
and


soil fertility/ agriculture production project 


technology transfers, including private sector development
 
We anticipate
initiatives, will continue though 1985. 


use some of the non-project
that the Portuguese will 

to establish a
 resources provided in the future 


Luso-American Development Foundation which would 
continue
 

two countri s.
technical exchange programs between our 
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RESPONSE FROM THE DEPARTMENT OF STATE:
 

Q 	 Is the US-Spain bilateral agreement going to be submitted
 
to Congress pursuant to the Case-Zablocki Act and when will
 
it be done?
 

A: -- The Department has every intention of complying
 

with the law, and will formally submit the agreement to the
 

Congress within sixty days of the agreement's ently into
 

force which will be effective with the Spanish parliament's
 

ratification of the agreement. 
We expect this ratification
 

in April. (FYI: 
 Advance copies of the agreement were
 

passed to the House Committee on Foreign Affairs and the
 

Senate Committee on Foreign Relations, on a confidential
 

basis, on August 12, 1982.
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Os Two years ago, Greek and Turkish officials were meeting 
regularly to try to iron out their differences in the Aegean. 
The Papandreou government suspended these talks. -- Why were 
they suspended? -- Have they resumed? 

As -- The dialogue which had developed between Greek and
 

Turkish deputy foreign ministers during 1981 was suspended
 

soon after Prime Minister Papandreou took office when his
 

government instituted a review of its relations with
 

Turkey. An informal "moratorium" on provocative statements
 

and actions was agreed upon in July 1982 and two meetings
 

between foreign ministers followed in the summer and fall
 

of 1982 which appeared to be leading to resumption of a
 

formal dialogue. Unfortunately, incidents stemming from
 

differing views regarding Greek airspace in the Aegean led
 

to cancellation by the Greek Government of a further
 

meeting scheduled for December 1982. High-level meetings
 

have so far not resumed, but recent statements by both
 

aides have been moderate and we hope the two countries will
 

find a way to discuss their differences,
 

--Why do the two sides not meet?
 

-- Prime Minister Papandreou has taken the position
 

that Turkey, rather than the Warsaw Pact, is the real
 

threat confronting Greece. The failure so far to establish
 

a dialogue can basically be attributed to this intense
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Greek mistrust and fear of Turkey which have deep
 

historical roots and cannot be easily overcome. 
As
 

indicat-d above, both sides 
seem to be looking for ways to
 

re-establish direct discussions.
 

Is the U.S. actively encouraging Greece and Turkey to
 
meet to resolve their differences?
 

-- The U.S. Government has followed 
a clear and
 
consistent policy of encouraging Turkey and Greece to work
 

out their bilateral differences through mutual contacts and
 
dialogue. 
We have made this point both publicly and
 

privatel, on every appropriate occasion, including meetings
 

between Secretaries Haig and Shultz and leaders of both
 

countries. 
We have also made it clear that 
we value highly
 

our relations with both countries and that we believe the
 

security interests of both countries are 
best protected by
 

full participation in the Western Alliance.
 

-- What are the prospects for a resolution of these
 
differences?
 

-- The issues dividing the two countries are serious,
 
involving complex legal questions relating to air space,
 

territorial waters and the continental shelf which are also
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sensitive political issues directly involving each country's
 

sense of national identity. Resolution of those difficult
 

issues is complicated further by the atmosphere of mistrust,
 

suspicion--and, for Greece fear--between the two which is
 

rooted in the history of their relations. Resolution of all
 

the 	issues is not necessarily vital to a cooperative
 

relationship between the two, as witness the era of good
 

relations inaugurated by Prime Minister Venezelos and President
 

Ataturk in 1923, and, in fact may not be achievable in the
 

short term. We are encouraging both sides to create the
 

conditions which will make possible a dialogue and, hopefully,
 

a reduction of tensions between them.
 

How many troops does Turkey maintain as an occupying force
0: 

on Cyprus and what does this cost the Turkish government
 

annually?--Have there been any withdrawals of Turkish 
troops
 

from Cyprus over the past year?
 

A: 	 -- According to our best sources Turkey maintains a
 

force of about 20,000 troops in northern Cyprus, out of its
 

total armed forces of 700,000. We think the cost to the
 

Government of Turkey of maintaining these troops is
 

minimal. There may be some transport costs beyond what
 

would be incurred if the troops were based in Turkey, 
but
 

apart from that, the added expense is negligible. We are
 

not aware of any significant troop withdrawals over 
the
 

past year; however, the level of about 20,000 troops
 

represents a considerable reduction from the original force
 

of over 40,000.
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0: 
 What accounts for the US reluctance to offer Greece a
guarantee of its borders against Turkey? 

-- Has this been the general reaction within NATO?
 

Does the United States regard the exchange of letters
between Secretary of State Kissinger and Greek Foreign
Minister Bitslos on Greek territorial integrity still 
to be

valid?
 

Is the US willing, as part of 
an agreement, 
to reiterate
 
the essence of that exchange?
 

A: 
 -- The United States believes that it would be
 

inappropriate to offer a security guarantee to one 
member
 
of a defensive alliance directed against another member, a
 
view shared by most of our NATO partners. In our view,
 

full participation in the NATO Alliance offers its members
 

their best guarantee of security against the 
threat of
 

aggression. 
We recognize that Greek-Turkish differences
 

have deep historical roots which cannot easily be
 
overcome. The US is 
opposed to military solutions to
 
international disputes. 
We have consistently urged that
 
disputes between 
our allies Greece and Turkey be resolved
 

by discussion between the parties.
 

18-551 0-83--41 
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Would you list the four principal military facilities
0: 

covered by the U.S.-Greek base agreement? 

-- What is the function of each? 

Do we consider any of these facilities less valuable 

than the others? 

At -- The U.S. maintains four major and twelve secondary 

defense installations in Greece. Approximately 3,700 U.S.
 

dependents are
military personnel and a like number of 


associated with these facilities. 
The major installations
 

are Hellenikon Air Base near Athens, Nea Makri Naval
 

the mainland near Marathon Bay,
Communications Station on 


Iraklion Air Force Communications Station located on the
 

north central coast of Crete, and the Naval Detachment 
at
 

Souda Bay on the northwestern coast of Crete near 
Hania.
 

serves as an airlift
-- Hellenikon Air Base 


a
Nea Makri Naval Communications Station is 


relay station for naval communications, whle Iraklion 
Air
 

facility. 


Force Communications Statements performs a similar function
 

for the Air Force. The Naval Detachment at Souda Bay
 

services the Sixth Fleet and additionally some other
 

airlift needs.
 

the following
 
-- U.S. installations in Greece serve 

support, defense communications,type of missions; naval 


strategic airlift, wartime beddown of forces, 
peacetime
 

reserve materiel and
 training, storage of POL and war 


munitions.
 

-- Since the facilities serve different functions,
 

It would be difficult to rank
 

the defense of
 

they are all important. 


to the United States or to
their value 


NATO's southern flank in time of crisis.
 



-- 
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Ot 
 Soviet Premier Tikhonov visited Athens in February.
 

-- What was the purpose of that visit? 

How would you describe Greek-Soviet relations?
 

A: 	 -- The official visit of Soviet Prime Minister
 

Tilchonov 
to Greece reciprocated an official visit to 
the
 

USSR made in 1979 by then Prime Minister Constantine
 

Karamanlis. 
The visit apparently was intended to
 

strengthen Greek-Soviet bilateral relations. The
 

Papandreou government, although a member of NATO, has
 

expressed support 
in principle for 
some Warsaw Pact
 

disarmament concepts, such as establishment of nuclear free
 

zones. Our views on 
these issues are 
well known.
 

-- The current Greek government seeks improved 
 ties
 
with the Eastern bloc as 
a part of a policy of maintaining
 

good relations with all areas of 
the world, including
 

Eastern Europe, the Arab states 
and the Third World. The
 

Eastern Bloc is an important trading partner of Greece
 

(providing 6.7% of Greek imports and taking 8.1% 
of Greek
 

exports). Soviet-provided oil 
and Greek export of
 

agricultural products are particularly important. 
 At the
 

end of the Tikhonov visit, 
Greece and the USSR signed a
 

"Ten Year Agreement on Economic, Industrial, Scientific,
 

and Technical Cooperation".
 



-- 
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0: During the Tikhonov visit, Greece and the U.S.S.R. signed
 

an agreement on scientific and technological cooperation.
 

-- Does this agreement provide for Greek students to 

study in the Soviet Union? 

-- What else does it provide for? 

A: -- There is no indication that the cooperation agreement 

envisions specific student exchange programs, although research
 

programs might include some type of educational exchange.
 

The "Ten Year Agreement on Econooic, Industrial,
 

Scientific, and Technical Cooperation" provides a general
 

framework for cooperation possibilities, increased commercial
 

activity in commercial development projects, energy (oil,
 

natural gas, electricity and research projects) utilization of
 

raw materials, transportation, scientific research and
 

development, seismological research and ship repair.
 

Associated with the agreement is a letter of intent 
to build a
 

bauxite processing plant in Greece which would produce 600,000
 

tons of alumina per year. The agreement is to be implemented
 

with two-year programs established and reviewed by a joint
 

Greek-Soviet ministerial committee which is 
to have its first
 

meeting in Athens in October 1983.
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0: 
 How many Cypriot students do you estimate to be studying

currently in Eastern bloc countries?
 

A: --
 Our best estimate is 1500.
 

0: 
 In FY 1983, Cyprus received $5 million in the Continuing
Resolution. 
 Your FY 1983 supplemental contains a $10
million ESF request 
for Cyprus to make $15 million. Since
the $15 million appropriated for Cyprus was 
earmarked, and
a 5 per cent limitation is placed on the transfer of funds
from earmarked countries, this would require a Section 614
waiver 
to break the earmark. 
Why have you sought to
 reprogram $10 million from Cyprus?

send 

When do you intend to
to Congress a notification of your intention to use a
Section 614 waiver to break the earmarking for Cyprus and
reprogram $10 million of the $15 million appropriated for

Cyprus in FY 1983?
 

A: 
 -- The Administration intends 
to honor all the
 

earmarks, including Cyprus. 
 In reviewing the situation the
 

Administration faced under the Continuing Resolution, we
 

felt there was no 
alternative to asking Supplemental relief.
 

-- The action we took was 
to apportion the funds
 

provided under the Continuing Resolution, based on the most
 

urgent needs that had to be funded early in the 
fiscal year.
 

-- Our hope is that we will be able 
to fund the
 

Cyprus scholarahip program from monies made available in 
a
 

Supplemental.
 

0: 
 Could you provide the subcommittee with a list of the
specific programs which receive ESF funding in Spain and

the amounts available for each program?
 

A: -- ESF funds to Spain are 
used for numerous programs
 

administered by the Department's Office of Scientific and
 

Technological Cooperation and USIA's Bureau for European
 

Affairs. A definitive list of the programs currently
 

receiving ESF is attached.
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US-Spain Cooperative Scientific and Technological Program
 

Joint Projects currently receiving ESF
 

Project Title 


"oceanographic studies of 

the Rias Bajas" 


"Study and Development of a 

new steel for use in civil 

engineering" 


"Hydrology of large sedimentary 

basins" 


"Eutrophication response 

relationships for Spanish 

impoundments" 


"Conjunctive water uses of 

complex surface and groundwater 

systems" 


"Identification and 

propagation of resistant 

chestnuts"
 

"Nutrient cycling research" 


"Study of cucumoviruses in 

plants of economic importance 

to Spanish agriculture" 


"Biological evaluation of 

fluorine substituted anti-

juvenile hormone analogs" 


"Paleogeography of the 

Balearic Sea" 


"Factors affecting the 

corrosion of steel in pre-

stressed concrete" 


"Basic theory and efficiency 

limitations of bifacial so' ' 

cells" 


US Institution 

(Current funding,$) 


Skidaway Institute of 

Oceanography 

125,555 


Stanford University 

8,000 


University of Arizona 

13,679.99 


Texas Tech university 

16,796 


George Washington 

University 

64,436 


Concord College 

3,905 


Yale University 

10,000 


US Department of 

Agriculture 

10,560
 

US Department of 

Agriculture 

12,620 


Lamont-Doherty 

Laboratories 

33,029
 

National Bureau of 

Standards 

22,274.95 


University of Florida 

19,966 


Spanish Institution
 
(Current funding,$)
 

Instituto Espanol de
 
Oceanografia
 
103,305
 

Polytechnic University
 
of Madrid
 
20,619.97
 

University of Madrid
 
37,759.97
 

Center for Hydrological
 
Studies
 
14,254
 

Polytechnic University
 
of Valencia
 
53,954
 

University of Santiago
 
28,764.96
 

University of Barcelona
 
27,829.96
 

Jaime Ferran Institute
 
12,500
 

Institute of Organic
 
Chemistry, Barcelona
 
13,029.97
 

Jaime Almera Institute
 
38,790.92
 

Ministry of Public
 
Works
 
22,275
 

Polytechnic University
 
of Madrid
 
53,703
 

http:38,790.92
http:13,029.97
http:27,829.96
http:28,764.96
http:37,759.97
http:20,619.97
http:22,274.95
http:13,679.99
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University of California University of Madrid
 

"National parks" National Parks Institute for the 
Service Conservation of Nature 
0 2,050 

"Solar energy research and 
applications" 

Sandia Laboratories 
40,000 

Center for Energy 
Studies 

120,379.82 
"Techniques for planning, 
developing and managing water 
resources" 

Bureau of Reclamation 
155,800 

Ministry of Public Works 
205,239.67 

"Hydrogeology of large 
sedimentary basins" 

University of 
10,980 

Arizona Servicio Geologico 
20,229.97 

"Surface science research 
for solar energy conversion 33,539 
 27,539
and heterogeneous catalysis

"Biological activation of 
 University of 
 Institute of Catalysis
molecular hydrogen" 
 California 
 and Petrochemistry
 
7,500 
 10,340
 

"Development and testing of 
 US Department of 
 Aula Doi Institute
experimental monogerm sugarbeet 
Agriculture 
 21,769.96

hybrids" 
 5,500
 

"Primar, trisomic 
series in US Department of 
 Aula Doi Institute
inbred rtrains of sugarbeets" Agriculture 
 8,459.99
 
1,800
 

"Mechanism for conversion of 
 University of 
 Rocasolano Institute
 
light into solar energy" California 
 17,669.98
 

6,000
 
"Study of the Alboran Sea 
 Associated Scientists 
 Spanish Institute of
and its circulation" 
 of Woods Hole 
 Oceanography
 

43,069 
 49,000
 
"Dopamine hypothesis" 
 New York University 
 Nicolas de Achucarro
 

4,592.99 
 Institute
 
7_12
 

"Oceanographic study of 
 Atlantic Oceanographic 
 Instituto Investigacion
the Continental Shelf" 
 and Meteorological Lab 
 Pesquera de Barcelona
 
135,000 
 243,599
 

"Study of quality of 
 Bodega Bay Institue of Su'bdireccion General de
continental and maritime 
 Pollution Ecology 
 Sanidad Ambiental
waters in Ebro Estuary" 32,000 
 106,149.87
 

"Submicrowatt bipolar 

integrated circuit design" 


Stanford University Polytechnic University

25,401 
 of Madrid
 

65,319
 
"Increasing 
the useful gene University of Illinois Escuela Tecnica
pool of legumes and cereals" 8,909.99 
 Superior de Ing.
 

Agronomos Cordoba
 
8,909.99
 

http:8,909.99
http:8,909.99
http:106,149.87
http:4,592.99
http:17,669.98
http:8,459.99
http:21,769.96
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"plant protection" US Department of 
Agriculture 

Instituto Nacional 
Investigaciones 

de 

4,000 Agrarias 
37,039.95 

"Forestry" US Department of 
Agriculture 
3,960 

Instituto Nacional 
Inestigaciones 
Agrarias 

de 

28,439.96 

"Agricultural economics" US Department of 
Agriculture 

Instituto Nacio'nal 
Investigaciones 

de 

0 Agrarias 
15,659.98 

"Production of meat" US Department of- Instituto Nacional de 

Agriculture Investigaciones 
0 Agrarias 

48,869.94 

"Critical crops" US Department of 
Agriculture 
0 

Instituto Nacional 
Investigaciones 
Agrarias 

de 

64,799.82 

"-optimization in the 
use of water in irrigation" 

US Department of 
Agriculture 
11,250 

Institute Nacional de 
Investigaciones 
Agrarias 
11,429.97 

"Methodology and administration 
of agriculturil research" 

US Department of 
Agriculture 
8,250 

Instituto Nacional 
Investigaciones 
Agrarias 
58,979.62 

de 

"Control of infectious and US Department of Institute nacional de 

parass _ic diseases of livestock" Agriculture 
0 

Investigaciones 
Agrarias 
106,649.88 

"Fruits and vegetables" US Department of 
Agriculturi 
8,oo 

Instituto Nacional de 
Investigaciones 
Agrarias 
11,179.98 

"Solar air heating" Franklin Research 
Institute 

National 
Industry 

Institute of 

59,000 128,109 
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CURRENT ESF-FUNDED USIA ACTIVITIES IN SPAIN
 

r mt 

Amount
 

I. Grants to Spanish institutions 
 49,998

(to buy lab equipment, books, etc.)
 

2. Grants for research in Spain (for 
 232,000
 
museum study, cataloging, etc.)
 

3. Cooperative Reasearch Grants (for 
 168,000

joint US-Spanish sfi1dy; 
eg. archeological
 
research.)
 

4. Travel only grants (for travel 
to the 48,394
US or Spain to complete a thesis,

take courses, give recitals, etc.)
 

5. Post doctoral grants in US 
 823,067

(for Spanish grantees to study in US; 
 551,463
for US grantees to 
study in Spain) 271,604
 

6. Grants for the disemination of Spanish 
 321,198

culture in the US 
(eg, the Spanish

Institute in New York)
 

7. Special grants 
 15,650
 

8. Administrative Costs 
 311,821

(salaries, furniture, etc.)
 

9. Miscellaneous (set-aside accounts) 
 429,872
Treaty-agreement bridging contingencies 
 400,000
Foreign exchange losses account 
 29,872
 

10.Total 

2,400,000
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Q: 	 In FY 1982 you requested t22 million in ESF funding. The
 
figure for FY 1983 and 1984 is $2 million. Why have you
 
decreased the figure from t22 million to $12 million? Do
 
you see the $12 million remaining the same for the duration
 
of the new base agreement period?
 

A: 	 Under the terms of the 1976 Treaty we undertook to
 

provide to Spain the following levels of assistance
 

annuallY:
 

FMS credits: 120 million;
 

ESF: t 7 million;
 

IMET: 2 million;
 

MAP: t 15 million.
 

In FY 1982 MAP (grant military aid) was discontinued. In
 

an effort maintain our commitment to the Spanish, we
 

substituted the t15 million in MAP with thb same amount of
 

ESF. This increased the total ESF in FY 1982 to t22
 

million (.15 million + t7 million).
 

Under the terms of our new bases agreement with Spanish, we
 

undertook to make an annual best effort with Congress for
 

assistance to Spain. We may request more than t12 millios
 

in the "out years" of our five-year agreement, but will not
 

in any case request less than $12 million. To do so would
 

be seen as an abandonment of our best efforts pledge.
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Q: Could the offer of 
more aid for FY 1984 be affected in any
way by 
a failure of Portugal to 
sign a new base agreement?
 

--We do not 


our tegotiations with the Portuguese which would preclude
 

the conclusion of a new agreement. 


A: foresee any insurmountable difficulties in
 

Our close security
 

relationship with Portugal is one of mutual benefits as
 

well as shared responsibilities. 
In that context, the
 

Portuguese contribute some 
things, and we contribute
 

others. 
 possible disagreement on each nation's
 

contribution would be resolved in the 
course of the
 

negotiations. 
Lack of agreement of this 
issue could, of
 

course, lead to 
a reevaluation of current 
individual
 

negotiating positions.
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RESPONSE FROM THE DEPARTMENT OF VEFENSrX 

Question: In FY 1982, Greece made $204 million
 
in FMS purchases and Turkey made $526 million in FMS
 

the last
purchases. Has that disparity existed over 

several years? What are your FY 1983 and FY 1984 p..o
jections for each country.
 

Answer: No. When comparing the tctal value of
 

Foreign Military Sales Agreements signed by Greece and
 

Turkey over the past eight yers (FY 197 5-1982), the
 

Government of Greece exceeded the Government of Turkey
 
79 and 80 and Turkey exceeded
in fiscal years 75, 77, 


Greece in fiscal years 76, 78, 81 and 82. The FY 1983
 
FMS sales projections for Greece and Turkey are $300
 
million and $420 million respectively. The FY 1984 FMS
 

sales projections for Greece and Turkey are $300
 
million and $900 million respectively.
 

Question: The International Military Education
 
and Training program (IMET) request for Turkey for FY
 
1984 is $4 million, the largest program in the world.
 
This compares with a FY 1983 request of $2.75 million
 
and a FY 1982 request of $3 million. The FY 1984 pro
gram will fund the training of 290 Turkish military
 
personnel in the United States compared with a FY 1983
 
number of 170. Why the significant increase in the
 
number of Turkish military personnel to be trained in
 
the United States? On what systems are they to be
 
trained? What are the comparative costs of training
 
them in the U.S. and in Turkey?
 

Answer: Turkey's recovery from crippling
 
e'conomic problems has not yet permitted the necessary
 
acquisition and maintenance of military skills to
 
support Turkey's own and NATO's defense commitments.
 
While the increase in students appears substantial,
 
the IMET program is only a small, albeit a most impor
tant, part of the total Turkish training effort. The
 
FY 1982 IMET program for Turkey included a major
 
effort to improve its military English language pro
grams, which also temporarily limited the total number
 
of students in FY 82. The FY 84 IMET planned for
 
Turkey includes flying, operations, communications
 
electronics, maintenance, logistics administration and
 
professional/specialist training. Some of the weapon
 
systems on which Turkey receives training are M48A5
 
tank, TOW/DRAGON anti-tanks systems, OH-58 helicop
ters, T-37 aircraft and Sparrow missile. Most of the
 
training planned under IMET can only be acco.jplished
 
in the U.S. Some training can be provided by the U.S.
 
mobile training teams (MTTs) going to Turkey, but
 
normally the cost MTTs of (such as travel and trans
portation of instructors and training aids) is uneco
nomical by comparison to training at prepared facili
ties and classes in the U.S. which has the additional
 
benefit of Turkish student's exposure to the U.S.
 
military social and political environment.
 



629
 

Question: On December 13, 
 1982 Congress was
notified that Egypt was 
transferring thirty-five F-4E
fighter aircraft, at 
a value of $167 .3 million, to
Turkey. Yet, apparently this transfer has not occurred. Why has 
the transfer not occurred? How will
Turkey pay for thebe F-4Es 
if it does take delivery of
them? 
 How does this fit into Turkish plans to purchase
the F-16 or 
F-18 fighter aircraft?

Answer: The governments of Turkey and 
Egypt are
still negotiating this sale. 
 Should agreement be
reached Turkey could 
use both FMS 
credits and national
funds to pay Egypt. The arrangement to use 
FMS
credits would be 
structured so 
as to make it mandatory for Egypt to use 
the proceeds for procurement in
the United States. These additional F-4s would be
used to replace aging F-100 aircraft and would have no
impact on the eventual purchase of a new fighter aircraft which would not 
be delivered until 1987 
at the


earliest.
 

Question: 
 What ship leases or transfers do you
anticipate in fiscal year 1983 
and fiscal year 1984?
Answer: We anticipate that the following vessels
will be transferred to 
Turkey in FY 1983/84:
 

TYPE VESSELS 
 METHOD OF TRANSFER
 

Submarine (Gudgdon) 
 Lease
Patrol Combatants (2) 
 Lease
Auxiliary Repair Drydock 
 Lease
 
(ARD-1 2) 

Question: 
 What ship leases or transfers to
Turkey occurred in fiscal year 
1982?
 
Answer: 
 There were four ship transfers 


Turkey in FY 1982. 
to
 

They were:
 

NAME 
 TYPE 
 METHOD OF TRANSFER
 

Owens Destroyer 
 Lease
Orleck Destroyer 
 Lease
McKean Destroyer 

Piedmont Destroyer Tender 

Sale
 
Lease
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Question: What are the NATO missions of the
 
Greek Air Force and the Greek Navy? Are each of
 

these two branches of the Greek armed forces capable
 
of fulfilling their assigned missions? Or, are they
 
diverted from their ability to fulfill their missions
 
because of the perceived threat from Turkey?
 

Answer: The Hellenic Air Force mission is air
 
defense and tactical air support of the land and naval
 

forces. The mission of the Hellenic Navy, within
 

NATO's force posture in the Eastern Mediterranean, is
 

to contribute to Allied sea operations with the objec

tives of achieving an acceptable level of sea control,
 
securing the sea lines of communication, protecting
 
the Greek coasts and islands, and providing support to
 

Greek and Allied Armed Forces. The Hellenic Air Force
 
does not meet its commitment. The planned introduction
 
of 45 F-5 interceptor day fighter aircraft has not been
 

effected leaving a shortfall in NATO assigned forces.
 
A decision has been made to purchase five squadrons of
 

modern multi-role aircraft during 1982-1986. The NATO
 
The
commitment for the Hellenic Navy in 1982 was met. 


Greek perception of a threat from Turkey has no bearing
 

on the capabilities of the Hellenic Air Force and
 

Hellenic Navy to fulfill NATO commitments.
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Question: 
 In FY 1982 Spain purchased $66.3
million of weapons from the U.S. Do you have
estimates of projected FMS sales 
for FY 1983 and FY
 
1984?
 

Answer: The projected value of FMS sales for
Spain in FY 1983 is $2.7 billion and $300 million in
 
FY 1984.
 

Question: 
 Why had none of the $45 million of FMS
financing for Portugal for FY 1982 been expended by
the end of the fiscal year? 
 Has any been expended

since? 
 What 	is the problem?


Answer: 
 FY 1982 marked the beginning of FHS
credits for Portugal. Previously, Portugal's security

assistance program was grant aid. 
 No. 	 Under
Portugal's constitution and the 
new National Defense

Law which took effect in December 1982, the use of
foreign credits must be approved by Parliament.

Portugal's Parliament has recessed because of the
Government's resignation in December, and new elections are now scheduled for April 25. 
 We understand
that the internal procedures for handling these credits are still to be adjusted to satisfy the new

National Defense Law.
 

Question: 
 In FY 1983, Portugal purchased $42.3
million of weapons from the United States. 
 Do you
have 	estimates for the amount of sales expected in FY
 
1983 	and FY 1984?
 

Answer: The estimated value of FMS sales to
Portugal in FY 1983 and FY 1984 
is $120 million in

FY 1983 and $100 million in FY 1984.
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FROM 130 RETIRED GENERALS AND 

ADMIRALS CONCERNING STRATEGIC COOPERATION BETWEEN THE 
LETTER TO PRESIDENT REAGAN 

UNITED STATES AND ISRAEL 

AT LAST-A SoviEr DEFEAT 

ACCORDING TO A LARGE GROUP OF U.S. GENERALS AND ADMIRALS, RUSSIA-THROUGH ITS 

SOVIET-EQUIPPED SYRIAN SURROGATE-HAS SUFFERED A MAJOR DEFEAT WHICH PUTS 

INTO SERIOUS QUESTION THE VIABILITY OF SOVIET WEAPONRY AND MILITARY DOCTRINE 

DEAR MR. PRESIDENT: As former members of our country's miliL~ry and naval 

services, we are taking the liberty of addressing you directly on a national defense 

matter of great concern to us as private citizens. 
Only once before in our nation's history have large numbers of senior retired offi

cers publicly offered advice to their Commander in Chief. On January 21, 1979, 

alarmed by the then Administration's apparent complacency about rising Soviet 
to exmilitary strength and geopolitical gains, many of us wrote your predecessor 

press our views. It was gratifying to find that our concerns were reflected on No

vember 4, 1980, in the mandate which the people gave you to rearm America and to 

challenge Soviet aggression. The first two years of your Administration have proven 

the sincerity of your personal beliefs and expressed intention of restoring the secu

rity of the United States and the free world. 
We are troubled, however, that the profound military significance of the decisive 

defeat of Soviet arms in Lebanon is being obscured by the political turmoil sur

rounding Israel's armed intervention. We believe that the victory of Israeli-modified 
over those of the Soviet Union presents the freeAmerican weapons and tactics 

world with a tremendous opportunity to reduce the impact of Russia's extraordinary 
growth in tactical forces and battlefield technology. 

Despite denials in some quarters, it is clear to us that the Israelis have made 

major breakthroughs in conventional and electronic weaponry designed to over

whelm and destroy Soviet-made weapons systems. Advanced, battle-proven technol
unique opportunity toogy and tactics, as deployed by our Middle East ally, offer a 

diminsh the present quantitative superiority of Soviet forces in Europe. These ad

vances are in the areas of anti-armor, missile site suppression, and aerial combat, as 

well as command, control and communications (C3): 
A modified 105mm shell which pierced the honeycomb armor of the formidable 

Soviet T-72 main battle tank; 
Highly advanced Electronic Counter Measures (ECM) and strike techniques which 

neutralized and destroyed Syrian SA-6, SA-8 and SA-9 Soviet-made missile arrays 
without loss; 

Enhanced air-to-air missilery and other aerial ECM and tactics which resulted in 

an unprecedented combat kill ratio of at least 85-0 against Soviet aircraft; and 

A unique C3 ability to coordinate air, land and sea operations down to the unit 

level. 
This combination of combat-proven high technology and tactics employed under 

remarkable Israeli generalship, together with new NATO arms technology and tar

geting systems already under development, could conceivably revolutionize the over

all U.S. defense posture and offers exciting prospects for arms control and disarm

ament negotiations. Furthermore, the adoption of these modern, advanced technol

ogies could make a favorable impact upon future defense costs and the national bud

gets of the United States and our allies. 
An enhanced defense for NATO forces, achieved through the incorporation of the 

lessons of the war in Lebanon, raises the intriguing possibility of reducing the reli
because of conventional battlefieldance on escalation of tactical nuclear weapons 


inferiority.
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The entire Soviet "Wave Theory" of advance in the Central Front of NATObased upon swift movement of mass formations of armor and infantry, closely sup-
is 

ported by Wa'rsaw Pact air, all protected by integrated rr bile missile air defensesystems. If Pact tanks can be knocked out with unique penetrating shells, if SAMsites can be neutralized and destroyed in large numbers, and if their aircraft can beshot down in a virtual Turkey Shoot, then established Soviet military doctrine 
comes into question.

But lest the free world relax and congratulate itself on the recent victory of Israeli-manned American arms over those of the Russians, the crushing defeat of theSoviet-equipped PLO and Syrians in Lebanon should he recognized as a possible harbinger of future Russian aggression.
According to the best unclassified inteligence, the initial Soviet reaction to theirlosses was to blame Syrian manpower for ineptitude. Neither Soviet military doctrine nor equipment inadequacies were considered as factors. There is flow reasonbelieve that the Soviets are no longer so certain. 

to 
If the free world doubts the actuality or the significance of these startling advances in 'w.aponry and tactics, Moscow cannot afford to On an issue so fundamental to their aggressive designs, the Soviets must know whether or not their militarydoctrine ,,nd weaponty are flawed.Mr. President, if this supposition is correct, the Soviets will be tempted to testtheir doctrine and weaponry under combat conditions-and soon.Implementation of these plans may have already begun. This ominous replenishment of war stocks in Syria includes the construction of three bases for SAM-5 antiaircraft missiles and the further introduction of Soviet technicians. The SAM-5-which rings Moscow itself-has never before been placed outside the Soviet Union.Mr. President, it ill behooves military men publicly to comment upon purely political matters. Ifots-ver, the current strained relations between Washington and Jerusalem do not augur well for utilizing what you yourself have called "Recognizingthe Israeli Asset" in your Washington Post article of August 15, 1979: ". . . theparamount American interest in the Middle East is to prevent the region front falling under the domination of the Soviet Union .... lsraI has the democratic will,national cohesian, technological capacity and military fiber to stand forth as America's trusted ally ' . . Therefore, it is foolhardy to risk weakening our most critical
remaining strategic asset."
For example, 
 Israeli ports and bases would be open instantly to U.S. forces in theevent of a serious stratfgic threat to the Middle East. Israel constitutes the onlyU.S. ally capable of immediate parry to a serious thrust against free world interestsin this theater. And, Israel's continued sharing of vital intelligence on Soviet operations constitutes the other essential element of U.S. security in the Middle East.Your 979 views have proven prescient indeed, Mr. President. We concur in ourassessment of our ally's '' geopolitical importance as a stabilizing force, as a deterrent to radical hgr-mony and as a military offset to the Soviet Union." Therefore, your present initiative on the Middle East must carefully consider the Israelirequirement of strategic depth for her own security, lest our ally be transformedfrom a strategic asset into a liability.We have every confidence, Mr. President, that transitory political strains will notbe allowed to detract from the fundamental congruence (if strategic interests cemented by a common heritage of Western values and democratic ideals.Mr. President, we therefore urge you to revitalize the strategic cooperation between the United States and Israel, thereby enhancing the safety and well-being ofthe free peoples of the world. 

Sincerely and very respectfully,
Brigadier General Frank Albanese, AUS (Ret.).

Major General Earl 0. Anderson, USAF' fRet.).
Major General Earl J. Archer, 'Jr., USAF (Ret.,.
Brigadier General Charles If. Iarnwell, Jr., USA 'Ret.,.
Brigadier General Richard G. Beckner, USA (IRet.,.

Major General Paul B. Bell, USAR fret.j.

Brigadier General Tedd L. Bishop, USAF' 'Ret.

Brigadier General Edwin F. Black, USA (Retj.

Brigadier General .Jack S. Blocker, USA 'Ret.

Major General Charle:; P. Brown, USA (Retj.

Brigadier General Albert R. Brownfield, USA 'Retw.

Brigadier General Ernest I. Burt, USA (Ret).
Major General -Jonathan R. Burton, USA (Retj.Lieutenant General Charles W. Carson, USAF (Ret).
Major General Leslie 1). Carter, USA 'Ret).
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Major General J. Hart Caughey, USA (Ret).
 
Major General Claude H. Chorpening, USA (Ret).
 
Major General Wendell J. Coats, USA (Ret).
 
Major General Marcus F. Cooper, USAF (Ret).
 
Major General William A. Cunningham, USA (Ret).
 
Brigadier General Robert S. Dale, AUS (Ret)
 
Brigadier General Anthony F. Daskevich, USA (Ret).
 
Brigadier General Clinton W. Davies, USAF (Ret).
 
Brigadier General Kenneth F. Dawalt, USA (Ret).
 
Major General Elbert DeCoursey, USAC (Ret).
 
Rear Admiral Charles G. DeKay, USN (Ret).
 
Major General Sylvester T. Del Corso, USA (Ret).
 
Brigadier General Clyde R. Denniston, Jr., USAF (Ret).
 
Rear Admiral Wallace R. Dowd, Jr., USN (Ret).
 
Brigadier General Thomas J. DuBose, USAF (Ret).
 
Brigadier General Wilbur E. Dunkelberg, USA (Ret).
 
Rear Admiral Robert W. Elliott, Jr., USN (Ret).
 
Major General Harry J. Engel, USA (Ret).
 
Rear Admiral James E. Forrest, USN (Ret).
 
Major General John H. Foster, USAF (Ret).
 
Rear Admiral Walter M. Foster, USN (Ret).
 
Major General David P. Gibbs, USA (Ret).
 
Brigadier General John C. Gordon, USAF (Ret).
 
Lieutenant General Daniel 0. Graham, USA (Ret).
 
Lieutenant General Gordon M. Graham, USAF (Ret).
 
Vice Admiral Arthur R. Gralla, USN (Ret).
 
Vice Admiral Samuel L. Gravely, Jr., USN (Ret).
 
Rear Admiral George R. Gronvold, USNR (Ret).
 
Rear Admiral William S. Guest, USN (Ret).
 
Brigadier General Charles S. Harris, USA (Ret).
 
Brigadier General Edwin C. Heffelfinger, USA (Ret). 
Major General Harold F. Harding, USA (Ret). 
Major General John P. Henebry, USAF (Ret). 
Brigadier General Sidney R. Hinds, USA (Ret). 
Major General William J. lexson, AUS (Ret). 
General Bruce K. Holloway, USAF (Ret). 
Major General Charles 'I Horner, Jr., USA (Ret). 
General Hamilton H. Howze, USA (Ret). 
Major General W. T. Hudnell, USAF (Ret). 
Major General Herbert T. Johnson, AUS (Ret). 
Major General George F. Keegan, Jr., USAF (Ret). 
Major General Gerald F. Keeling, USAF (Ret). 
Brigadier General John E. Kelsey, USA (Ret). 
Admiral George E. R. Kinnear II, USN (Ret). 
Brigadier General Albion W. Knight, USA (Ret). 
Major General William R. Kraft, Jr., USA (Ret). 
Brigadier General Philip E. Kromer, Jr., USAF (Ret). 
Rear Admiral Chester A. Kunz, USN (Ret). 
Brigadier General Fred C. Kyler, USAF (Ret). 
Major General Edward G. Lansdale, USAF (Ret). 
Brigadier General Louis W. LaSalle, USAF (Ret).
 
Vice Admiral Fitzhugh Lee, USN (Ret).
 
General Curtis E. L May, USAF (Ret).
 
Rear Admiral James E. Leeper, USN (Ret).
 
Brigadier General Selig J. Levitan, USA (Ret).
 
Brigadier General Gerald F. Lillard, USA (Ret).
 
Brigadier General John J. Liset, USAF (Ret).
 
Major General John L. McCoy, USAF (Ret).
 
Rear Admiral Brian McCaulay, USN (Ret).
 
Major General Raymond F. McNally, Jr., AUS (Ret).
 
Vice Admiral William P. Mack, USN (Ret).
 
Major General Ralph J. Maglione, USAF (Ret).
 
Rear Admiral Robert C. Mandeville, USN (Ret).
 
Rear Admiral David L. Martineau, USN (Ret).
 
Brigadier General John A. Maurer, USA (Ret).
 
Major General John B. Medaris, USA (Ret).
 
Brigadier General Charles R.Meyer, USA (Ret).
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Brigadier General Robert L. Moeller, USAF (Ret).
Brigadier General Hammond M. Monroe, USA (Ret).
Rear Admiral Albert J. Monger, USN (Ret).
Major General Harley L. Moore, Jr., USA (Ret).
Lieutenant General George W. Mundy, USAF (Ret).
Lieutenant General Samuel L. Myers, USA (Ret).
Brigadier General Bernard A. Nurre, USA (Ret).
Rear Admiral Arthur H. Padula. USN (Ret).
Brigadier General Edward A. Pagels, AUS (Ret).
Brigadier General George A. Pappas, Jr., USAF (Ret).
Brigadier General Donald G. Penterman, USA (Ret).
Brigadier General Roy W. Peters, AUS (Ret).
Rear Admiral Richard W. Peterson, USN, (Ret).
Lieutenant General Kenneth E. Pletcher, USAF (Ret).
Brigadier General Jack P. Pollock, USA (Ret).
Major General John E. Ralph, USAF (Ret).
Rear Admiral Kendall S. Reed, USN (Ret).
Major General Thomas F. Rew, USAF (Ret).
Brigadier General Royal Reynolds, Jr., USA (Ret).
Brigadier General Nathaniel B. Rieger, USA (Ret).
Major General Milnor J. Roberts, AUS (Ret).
Brigadier General H. F. Safford, USA (Ret).
General Bernard A. Schriever, USAF (Ret).
Rear Admiral John C. Shepaid, USN (Ret).
Major General John K. Singlaub, USA (Ret).
Brigadier General Franklin G. Smith, USA (Ret).
Major General Paul T. Smith, USA (Ret).
Rear Admiral Philip W. Smith, USNR (Ret).
Major General Maxwell C. Snyder, AUS (Ret).
Rear Admiral Robert H. Spiro, USNR (Ret).
Brigadie- General Harry G. Staulcup, USAF (Ret).
Brigadier General Carl F. Steinhoff, USAR (Ret).

Major General Richard R. Stewart, USAF (Ret).

Brigadier General Clio E. Straight, USA (Ret).

Vice Admiral Robert J. Stroh, USN (Ret).

Major General James B. Tipton, USAF (Ret).

Lieutenant General T.J.H. Trapnell, USA (Ret).

Brigadier General Thomas K. Trigg, USA (Ret).

Vice Admiral Frederick C. Turner, USN (Ret).

Major General Fra ,cis E. Uhrhane, USA (Ret).

Brigadier General William M. Van Harlingen, USA (Ret).

Brigadier General Herbert D. Vogel, USA (Ret).

Brigadier General Frederick T. Voorhees, USA (Ret).

Major General Louis A. Walsh, Jr., USA (Ret).

Rear Admiral Joseph Harold Wellings, USN (1, ,).

Brigadier General Roger E. Whitcomb, AUS (Ret).

Brigadier General G.P. Wiedeman, USAF (Ret).

Rear Admiral Charles S. Williams, USN (Ret).

(Responses from additional signators arrived too late for inclusion in this list.)
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LETTER FROM HON. PETER M. MCPHERSON, ADMINISTRATOR, AGENCY 
FOR INTERNATIONAL DEVELOPMENT TO HON. LEE H. HAMILTON, 
STATING ADMINISTRATION POSITION ON PROPOSED AMENDMENT RE-
GARDING THE IMPLEMENTATION OF ECONOMIC ASSISTANCE PRO-

GRAMS IN EGYPT 

The Htonorable Lee I].llamilton 
Chairman
 
Subcommittee on Europe and
 

the Middle East MAR 2 1 1983 
Committee on Foreign Affairs
 
IHouse of Representatives
 
Washington, D. C. 20515
 

Dear Mr. Chairman:
 

I am -,riting in response to your request for our comments on a
 
proposed amendment regarding the implementation of the economic
 
assistance program in Egypt.
 

I share your concern for the effective implementation of the
 
Egypt program. Its political importance as well as its size
 
justifies thoughtful and innovative approaches to ensure that
 
our assistance will promote economic and political stability
 
and foster equitable economic growth.
 

The rapid expansion of the Egypt program and the complexity of
 
many of the programs have been the primary reasons for the
 
large piptline of unexpended funds. Good management of the
 
large project portfolio that resulted fron this rapid expansion
 
clearly would be enhanced by the ability to reappropriate funds
 
from more marginal projects for the benefit of projects with
 
greater potential. The logic of this approach is not
 
questioned. It is for this reason that I have been actively
 
discussing with OMB the need to seek authority to reappropriate
 
funds for the Egypt program. I am optimistic that we will be
 
going forward with such a proposal in the very near future.
 

It is in this light that I view your legislative initiative as
 
a very constructive step forward. As I read the language, the
 
provision would amend the Foreign Assistance Act to authorize
 
the amendment of a project agreement to extend its purposes to
 
include other projects or activities in Egypt. Once amended,
 
funds could be moved from one project component to another
 
where they could most effectively be used. The language, it
 
seems to me, is broad enoogh that it would not require all
 
project components contained in the amended agreement to be in
 
the same economic sector, though the word "extend" implies some
 
relationship to the original project.
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Your amendment, although offering the Administration a flexible
tool for the implementation of our Egypt program, raises
several issues. 
 I am concerned that the exercise of the
authority offered by your amendment would be counted as 
new
budget authority, with the result 
that either the Egypt program

or other country programs might be 
reduced by subsequent

congressional action. 
The Congressional Budget Office has
advised informally that 
it would be scored that way for
 purposes 
of the fireign assistance authorization bill. The

Office of Management and Budget concurs with this
interpretation. 
 We would be most concerned over such ;-n
accounting of this authority because of the 
implication% it
would have for the Egypt or 
other economic assistance
 
programs. 
 While the amendment does offer considerable
potential for making adjustments in our assistance portfolio

in Egypt, I am afraid I must 
withhold endorsement of it in

light of the uncertain budget imp. ications 
it might have.
 

The Office of Management and Budget advises that 
this report
is consistent with the legislative program of the President.
 

Sincerely,
 

M. Peter McPherson
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1, 1982 WALL STREET JOURNAL ARTICLE ENTITLED "ARMSOCTOBER 
EGyPT YIELDED HUGE PROFITS FOR OBSCURE NEW FIRM"SALES TO 

aFOR OBSCURE NEW FIRM 
ARMS SALES TO EGYPT YIELDED HUGE PROFITS 

IS BEING PROBEDA SHIPPING COMPANY SET UP BY EGYPTIAN, EX-AGENT OF CIA 

PENTAGON BENDS SOME RULES 

(By Edward T. Pound and Walter S. Mossberg) 

WASHINGTON.-In the spring of 1979, President Jimmy Carter and Egyptian Presi

dent Anwar Sadat were basking in the glow of the historic peace treaty between 

Egypt and Israel. 
A few months later, away from the limelight, another American and another 

different kind of agreement. They were entrepreneursEyptian were fashioning a 
with government connections, and they were looking to make money on the 

won for it a promise of biltreaty-lots of it. Egypt's willingness to make peace had 
lions of dollars in U.S. military aid to purchase jets, tanks, missiles and other arms. 

And someone would be hired to ship these weapons. 
As it turned out, that someone was the Egyptian American Transport & Services 

Corp., or Eatsco, an unknown company set up in August 1979 by the two men, Hus

sein K. Salem, a mysterious Egyptian businessman and Thomas G. Clines, an 

American fresh out of the Central Intelligence Agency. 
defense ministry and the U.S. Defense Department hadBy November, Egypt's 

shipments, despiteboth approved paying Eatsco to be the agent for the huge arms 
nagging worries at the Pentagon that the fledgling company was unqualified. 

PAYMENTS BEGIN 

In December, the U.S. Treasury, on Pentagon orders, began a series of payments 

to Eatsco that, by last month, totaled $71.4 million. The money came from generous 

U.S. government loans to Egypt that needn't be repaid for decades if at all. 

Now the new company's quick success is being questioned. For months, the Jus

tice department has been investigating Eatsco's affairs. A grand jury in Alexandria, 
won Pentagon approvalVa., is studying how the untried, hastily formed concern 

and whether its billing procedures were proper. 
Whatever the legal findings, the history of Eatsco raises difficult questions about 

nanner in which U.S. arms sales credits are spent, how the Pentagon monitorsth 
that spending and how defense officials deal with foreign allies anxious for money 

and arms. Defense officials questioned about the Eatsco matter concede that the 
Assistance Agency, the office responsible for armsPentagon's Defense Security 

sales, hasn't any auditing force to check on the billions of dollars in loans it doles 

out to foreign armies. 
was possible only because defenseThe company's smooth sailing at the Pentagon 

officials decided to swallow their own doubts and to bend Pentagon rules, according 

to officials there, Mr. Salem had the blessings of the Egyptian government, and the 

U.-. was anxious to please President Sadat. 

Reprinted by permission of the Wall Street Journal, copyright Dow Jones & C., Inc., 1982. 

A::. rigts reerved. 
(638) 
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PENTAGON POLICY 
Thus, Egypt was allowed to hand over some of its U.S. loan funds to Eatsco eventhough Pentagon policy normally bars using such funds to cover shipping. And Eatsco's approval came only a few months after the Pentagon rebuffed an earlier bid byEgypt to have Mr. Salem handle the arms shipments.Late last year, the Pentagon says, "the Maritime Administration raised suspicionsthat Eatsco may have overcharged" for certain portions of the arms shipments, eventhough its fees overall were competitive. A subsequent review by Pentagon aidesidentified several million dollars in charges listed on selected Eatsco invoices thatcouldn't be explained by comparing them with bills Eatsoc received from shippinglines. The Pentagon never determined whether the differences amounted to improprieties. But the Federal Bureau of Investigation is poring over Eatsco and Pentagon records to try to find out.Prosecutors are also investigating Eatsco's ties, if' any, to Edwin P. Wilson, aformer CIA agent currently in jail awaiting trial on charges of aiding terorists inLibya and conspiring to kill a Libyan dissident. In January 1979, Mr. Wilsonranged a $500,000 arloan for his friend, Mr. Clines. The money was funneled throughBermuda and some of it went to a company later used by Mr. Clines to buy intoEatsco, according to a source close to Mr. Clines.The prosecutors are studying, too, the conduct of two top Pentagon officials-AirForce Maj. Gen. Richard V. Secord and arms sales chief Erich F. von Marbod, nowretired-who helped oversee the Egyptian sales. Mr. Wilson and Mr. Clines knewboth officials. General wasSecord involved in a 1978 real-estate transaction withMr. Clines and Mr. Wilson and was given the use of Mr. Wilson's plane in 1978 and

1979. 

TIES TO EX-CIA MEN 
Investigators want to know if the defense officials' government actions relating toEgypt or other matters were influenced by their ties to the former CIA men. Of particular interst is a London dinner attended by Mr. von Marbod, Gen. Secord and Mr.Wilson in January 1979-around the time that Mr. Wilson arranged the loan for

Mr. Clines.
The grand jury is trying to determine if federal fraud, conspiracy or
were in other lawsbroken the Eatsco matter. But no such charges been andhave leveledEatsco continues to handle the arms shipments, which the Pentagon says have gonegenerally well. However, the Pentagon says, it stopped paying Eatsco timefor aearly this year and no longer makes multimillion-dollar advance payments to the 
company.

Gen. Secord, who advices Defense Secretary Caspar Weinberger on Middle Eastarms-sales policy, was suspended for three months this year after the Pentagonlearned of his ties to Mr. Wilson, according to a Pentagon official. Ile was reinstatedafter he agreed to a lie-detector test of his assertions of innocence. (The test wasnever given.) Mr. von Marbod, 53, retired last December citing health reasons.Lawyers for all the men and companies under Fttidy insist their clients are innocent of any wrongdoing, and some charge that closse associates of Mr. Wilson arefeeding the prosecutors false information that might help dig him out of his deeplegal hole. They also contend that some of Eatsco' competitors are spreading innuendoes. (The chief prosecutor, Theodore S. Greeberg, won't comment on the
case.)

The case is so sensitive, because of the potential for damage to U.S.-Egyptian relations, that it is being personally overseen by high Justice Department officials, oneof whom traveled to Egypt recently. The U.S. has taken pains to avoid angering orembarrassing Cairo and to seek its cooperation.Many questions remain unanswered; the ,Justice Department may be unable toanswer them all either. For instance, defense officials still can't say why Mr. Salemwas picked by Egypt to ship the arms, and Justice Department sources hasten to saythat prosecutors haven't any evidence that Egyptian officials were improperly influ
enced by him. 

The Egyptian government won't comment on Eatsco.A spokesman for Eatsco and Mr. Salem says the company performed both competently and legally. Eatsco, he says, actually saved 
ment 

money and the Egyptian govern"is satisfied with Eatsco's performance and charges, including all profits,which are below the limits permitted by its contract" with Egypt. Pentagon officialsconfirm that Eatsco's charges averaged less than the 10.15% of value shipped allowed in its contract. The Pentagon says Easco rates are competitive with other private firms and well below the cost of military transport. 
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It is known that prosecutors are intensely interested in the personal relations be
tween Mr. Clines and Mr. Wilson and the Pentagon officials, iAr. von Marbod and 
Gen. Secord. Mr. Clines and Gen. Secord have been close friends sinca both served 
in covert operations in Southeast Asia in 1967, and Mr. Clines introduced the gener
al to Mr. Wilson in -- . Both former CIA men also knew Mr. von Marbod, though 
apparently less well. 

In January 1979, around the time Mr. Wilson was arranging the loan to Mr. 
Clines of $500,000, Mr. Wilson met over dinner and drinks in a London restaurant 
with Gen. Secord and Mr. von Marbod, who were there on official business. The 
meeting among the three men is confirrrd by several sources, including two close 
to Gen. Secord. 

LINK TO LIlYA 

It isn't known what transpired at the meeting, which took place more than a year 
after it was publicly reported that Mr. Wilson was under federal investigation for 
his activities in behalf of anti-American Libya. Sources close to Gen. Secord say that 
the general and Mr. von Marbod have told associates that the occasion was purely 
social. 

Investigators are also studying transactions between Gen. Secord and Mr. Clines 
and Mr. Wilson. 

While serving as a U.S. military idviser in Iran in 1977, Gen. Secord bought a 
suburban Washington town house irom Mr. Clines for $56,500. The investment 
became a "big drag" on the general's finances because a tenant couldn't be found 
for it, according to a source close to Gen. Secord. So, in September 1978, shortly 
after Gen. Secord returned home, Mr. Clines arranged for Mr. Wilson tc take the 
house off his hands for $60,000 according to several sources and land records. 

The general's lawyer, Thomas Green, says the house deals were innocent and that 
his client didn't profit from them. 

Around the same time in 1978, officials in the Pentagon and elsewhere say, Mr. 
Wilson bought a private plane, a $100,000 twin-engine Beechcraft, for business use. 
He encouraged Gen. Secord, who had advised him on the type of plane to buy, to 
pilot the Washington-based aircraft as often as possible, the oficials say. 

From the fall of 1978 until mid-1979, the general piloted the plane on personal 
flights 11 times, paying for fuel but not for the use of the aircraft. Gen. Secord's 
lawyer says the flights shouldn't be seen as a free benefit for his client. Instead, he 
says, the general was doing Mr. Wilson a favor by giving the aircraft the t'se needed 
to keep it in good flying condition. 

DE:iAIS OF WRONGDOING 

The attorney says Gen. Secord did nothing wrong, hadn't any direct role in ap
proving Eatsco, and did nothing in his official capacity to aid Mr. Wilson and Mr. 
Clines. He adds that, at the time of the house deals, the aircraft use and the London 

Secord didn't know Mr. Wihon worked for Libya's government or thatdinner, Gen. 
he was under investigation. 

Mr. von Marbod's lawyer, Robert S. Bennett, says the former arms sales chief 
never engaged in "any improper, unethical, or illegal conduct," or violated his 
duties. 

John Ellsworth Stein, Mr. Clines's lawyer, says Mr. Clines "vigorously denies the 
or improper business practices"allegations that Eatsco engaged in any unlawful 

he won't be charged with any crimes. He says Mr. Clines deniesand is "confident" 
Mr. Wilson held any interest in Eatsco. 

Mr. Wilson's lawyer, IHerald Price Fahringer, declines comment. 
Under pressure from both the Justice and State Departments, the Pentagon has 

refused to let The Wall Street Journal see the more than 20,000 documents it holds 
relating to Eatsco, and it has stopped answering even routine press questions on the 
subject. 

But enough facts have emerged to show that Vatsco's story is an intriguing tale of 
business and international politics with a cast of colorful characters-spies and gen
erals, wheeler-dealers, feuding and bungling bureaucrats. 

From the start, the concept of a middleman company such as Eatsco, which serves 
as logistics manager for the Egyptian arms shipments, was a strange animal to 
those in the Pentagon who deal with arms sales. Defense officials explain that 
Egypt's approach to the shipments was different from that of other big customers, 
such as Israel, which haven't any commercial concern like Eatsco between their 
governments and the U.S. freight forwarders they use. These countries deal with 
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the freight forwarders through large government arms-buying missions here. (Afreight forwarder books cargo space and generally makes shipping arrangements.)Eatsco's tale begins with Hussein Salem, an obscure Egyptian busin,.ssman described as a short, stocky man in his 40s. People in this country who have dealt withhim seem to agree that he is ambitious, very secretive and careful to curry favor
with those in power.

Mr. Salem operates out of Cairo, London, Geneva and Washington, and has beenvariously described as a former intelligence officer, a former Cairo bureaucrat, or aPersian Gulf shipper. But Pentagon officials say they knew nothing about him whenhe showed up in 1979 with a letter from Egypt s government granting him the rightto handle the Egyptian arms shipments.
Many in the U.S. government believe he is closely connected with Egyptian Foreign Minister Kamal Hassan Ali and Defense Minister Mohammed Abu Ghazala,both former generals. But a senior American diplomat, who served in Egypt in thelate 1970s, insists, "Inever heard of Salem while I was in Egypt, either as a government figure or a shipping magnate." (Mr. Salem has been out of the U.S. for months 

and isn't talking.) 

PENCHANT FOR SECRECY 

Mr. Salem's penchant for secrecy added to the mystery about him. One of hisformer employees recails Mr. Salem's taking copious notes at a business meeting ona long yellow legal pad. When the meeting ended, the employee says, Mr. Salemimmediately placed his notes in a paper shredder. "He once told me," the man says,"keep everything to yourself' You needn't tell anybody anything."Whatever his background, it is generally agreed that Mr. Salem arrived in Washington in late summer or early fall of 1978, around the time Egypt, Israel and theU.S. agreed at Camp David to seek a Mideast peace treaty. Already, some U.S. military goods were beginning to trickle into Egypt.But Mr Salem and others interested in arms sales expected the trickle to turn toa flood once Egypt and Isael formally made peace. His foreign-based company,Tersam, set up shop in Washington's Virginia suburbs. Mr. Salem's ace in the holewas a letter from the office of Gen. Ali-then Egypt's defense minister-appointinghim to handle the expected arms shipments, according to a Pentagon official.As predicted, the arms dam burst the following March, when the treaty wassigned. Since then, the U.S. has agreed to sell Egypt abo it$4 billion worth of military gear-F6 jets, M60 tanks, missiles, radar units ar.d many other items-andhas approved nearly $3 billion in loans to finance the purchases. The arns trade is a shipper's dream, 

EARLY REJECTION 
When Mr. Salem walked into the Pentagon offices of arms-sales official Erich vonMarbod that spring or early summer, however, he got a quick jolt: Mr. von Marbod,who had to pass on Egypt's use of the loan funds, turned thumbs down on him. AirForce Col. Thomas Schoegler, the Egyptian desk officer who worked for Mr. vonMarbod, attended the meeting. "He (Mr. von Marbod) was concerned that Tersamwasn't a company that could perform," the colonel recalls.The Egyptian, says C l. Schoegler, "was a little taken aback" by Mr. von Mar

bd's standin the face of Gen. Ali's letter of endorsement.Mr. von Marbod was well known for making just such tough calls, Pentagon officials say. Although at the time he was only deptity director of the Pentagon s armssales agency, he had been picked by then-Defense Secretary Harold Brown to assurethe quick, smooth start for the vital U.S -Egyptian arms relationship, which was ahigh White House priority. He was considered the man for the job because of hisreputation ior decisiveness and for finding ways around Pentagon red tape.Throughout his career, Mr. von Marbod had drawn a succession of tricky armssales assignments in the Middle East, Southeast Asia and Iran. He is said to .'avewalked the streets of Tehran earlier in 1979 with a derringer strapped to his le.Mr. von Marbod's specific problem that summer was to meet President Sadat 'demand that the first batch of highly visible U.S. weapons-including Phantom jet'sand armored vehicles-reach Cairo in time for the annual military parade on Oct. 6,a tight time schedule by Pentagon standards.After learning that the Maritime Administration knew nothing of Tersam's trackrecord, Mr. von Marbod concluded that the shipments couldn't be risked with MrSalem, Col. Schoegler says, and decided to send them on U.S. military ships andplanes. 
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NEED FOR A US. FIRM 

According to the colonel, Mr. von Marbod "told him (Mr. Salem) tbat we weren't 
going to use them for the interim period. . . . von Marbod didn't specify to him 
when" the shipping "was going to be switched over (to Tersam), or if it was ever to 
be switched over." In addition, the colonel says Mr. Salem-who knew little about 
PL itagon rules-was told that regulations required shippers to be U.S.-based firms, 
using U.S. ships, able to comply with Pentagon billing practices. 

The arms sales official had an ally in his stand: Cen. Richard Secord, a close col
league who at the time was the Air Force's top international relations official. The 
general knew that, under U.S. policy, the Phantoms themselves would be flown by 
the Air Force to Egypt. But he was fearful, Pent.gon sources say, that if the sup
plies and other gear needed to support the jets were shipped privately, they might 
be late or lost and the planned fly-by at the parade could prove impossible. 

The hard-nosed general, like Mr. von Marbod, had had years of experience in 
dealing with foreign arms sales. Both men served in Southeast Asia and Iran; both 
had worked closely with U.S. intelligence agencies and had many contacts in the 
intelligence and had many contacts in the intelligence community and overseas. 
Gen. Secord had personnaily signed the agreement to sell Egypt the Phantom jets 
that were th! heart of the 1979 arms package. 

Egytian o.'ficials complained about the von Marbod decision, but Col. Schoegler 
says "he jusi. cut them off . .. He had a hammer over them." 

Thus, Mr. Salem lost the first big U.S. arms shipment to Egypt, but it wouldn't be 
long before he got approval. He was already moving to form a U.S. company to 
comply with the Pentagon's wishes, and he was also seeking an American partner. 
He joined up with Thomas Clines, the former CIA official, after another American 
businessman declined Mr. Salem's partnership offer. 

CAREER IN CIA 

Mr. Clines served in the CIA for more than 25 ears, having joined the agency 
when he was only 19 years old. He rose to a senior position in clandestine oper
ations and also served as a liasion to the Pentagon, people familiar with his career 
say, before retiring in October 1978. He set tip several companies in 1978 and 1979 
to conduct international trade in military material, oil-field equipment and other 
goods. 

familiarIn early August 1979, Mr. Clines and Mr. Salem formed Eatsco. Sources 
with the company say Mr. Salem l)ut in $51,000 for his 51 percent control and that Mr. 
Clines used a small company he founded-Systems Services International Inc.-to 
ac(uire 49 percent of Eatsco for $49,000. 

Even today, it isn't clear how the two men got together or whether they were pre
wonviously acquainted. Mr. Clines has told others that he pursued Mr. Salem and 

him over alter the Egyptian expressed fear that any big, established American part

ner would swallow him up. 
Mr. Clines, who, associates say, bragged about his government connections, also 

offered to provide the new company with the services of R. G. Hobelmann & Co., a 
Baltimore freight forwarder with which he had good connections. 

A former Salem employee, retired Air Force Col. Joseph J. McLachlan, says Mr. 
Salem and Egyptian Gen. Ghazala told him the U.S. ordered Hobelmann's hiring. 
"Your government told us we had to take Hobelmapn." Mr. McLachlan says he was 
told by Gen. Ghazala, a close friend. 

ANY ROLE OF WILSON? 

Federal investigators 3re focusing currently on whether Mr. Wilson, the jailed 
former agent for the CIA and naval intelligence, had any rule in the Clines-Salem 
venture. A longtime friend of Mr. Clines, Mr. Wilson was an expert in using compa
nies, agents and secret bank acounts to mask his activities. In 1980, .. former em
ployee of his in Libya, arrested in connection with the shooting of a Libyan dissi
dent in Colorado, was found to possess handwritten notes listing the names of 
Eatsco, Mr. Salem and top Egyptian officials. 

People familiar wt:h the financial relationship between Mr. Clines and Mr. 
Wilson say that in early 1979, on Mr. Wilson's instructions, his Geneva attorney ar

from "a company associatedranged a $500,000 loan for Mr. Clines. The funds came 
with Ed Wilson," according to a source close to him, and were sent to a Clines com
pany in Bermuda. And Mr. Clines, according to a source close to him, made periodic 
fund transfers from the Bermuda firm to his companies, including Systems Services 
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International, to cover operating expenses. Later in 1979, Mr. Clines used SSI to buyinto Eatsco, the source says.
Sometime later, the source adds, Mr. Clines paid off the loan, with interest. Thereisn't any public evidence that Mr. Wilson held an interest in, or in any way controlled, Eatsco. Nonetheless, after the Wilson-Clines ties became public in a newspaper story in late 1981, Mr. Salem bought out Mr. Clines for an undisclosed sum,partly to avoid any ties with Egypt's Libyan enemies. 

EMBASSY PRESSURE 
While Mr. Salem was transforming Tersam into Eatsco, the Egyptian embassywas continuing to press Mr. von Marbod on his behalf. In letters and in meetings,Mr. Salem was backed by Gen. Ghazala, now the defense minister and then the military attache in Washington; and by a Ghazala aide, Gen. Mounir Sabet, brother-inlaw of Egypt's current president, Hosni Mubarek, according to Pentagon officials.By November, Mr. Salem was back in Mr. von Marbod's office, and this time he was given the go-ahead.
The reasons for the defense official's turnaround aren't certain. But his formeraide, Col. Schoegler, offers these explanations: First, Egyptian officials told Mr. vonMarbod that Mr. Salem had set up an American company, Eatsco, and, second,Maritime Administration official, S. Thomas Romeo, 

a 
informed the defense officialthat Eatsco had retained an able freight forwarder, Hobelmann, and could thus per

form the shipping.
Nevertheless, he says, Mr. von Marbod only "reluctantly went ahead." He "wasnever very comfortable" with the company, the colonel recalls. "He didn't feel thatEatsco had to be. (He felt) that Hobelmann could have handled it (alone)." Despitethese doubts, Mr. vom Marbo9 ordered an advance payment of $13.5 million toEatsco, followed by further advances of $7.5 million periodically over the next twoyears. Eatsco wasn't made to account for the advances until after the funds were 

spent.
Thousands of Eatsco invoices, accompanied by fat stacks of backup bills Eatscopaid, were submitted, but never audited, Pentagon aides say. They were reviewedonly by low-level clerks, who merely checked to see that Egypt had okayed that,that the arithemetic was okay, and that they didn't list payments for nondefense

goods. 

COMPARISON OF CHARGES
 
But the Maritime Administration 
also was monitoring Eatsco. In November lastyear, the Pentagon says, the agency's Mr. Romeo came to Mr. von Marbod and saidhe believed Eatsco's billing method was unacceptable and might contain substantialovercharges for particular services. Prompted by Mr. Romeo, and on Mr. von Marbod's orders, the Pentagon began an inquiry, Col. Schoegler says. Pentagon aidescompared certain of Eatsco's submissions with actual shipping line bills for sixsample voyages and found that Eatsco's charges were $5 million or so higher.The comparison involved bills Eatsco had paid to a Hobelmann subsidiary thatisn't a vessel operator itself but which assumed the responsibility for the shipments.The Pentagon never finished its review, or fully explained the difft ?nces, becausethe FBI stepped in. Nevertheless, the Pentagon ordered Eatsco to stop submittingbills from the Hobelmann unit and halted Eatsco's advance payments. Col.Schoegler says Mr. von Marbod and Mr. Romeo quarreled, blaming each other for

overlooking the billing problem.Spokesmen for HO- -Imann and Eatsco strongly deny that their bills were too highor were in any way impropez. Th3 Hobelmann firm says that prosecutors have informed it "that there are no allegations of wrongdoing" against Hobelmann. AnEatsco spokesman says its contract with Egypt allowed it to charge "an aggregatepercentage of the value of goods shipped" and that "any cost analysis on an item byitem basis would not be meaningful."
Pentagon officials strongly defend the arms sales office's stewardshii, of the creditprogram; Walter Ligon, the acting director of the office, says "the only reason wehave to believe there's anything wrong is the noise we're hearing from the outside." 



APPENDIX 13 

FROM HON. ANTOINETTE FORD, ASSISTANT ADMINISTRATOR,LETTER 
EAST, AGENCY FOR INTERNATIONAL DEVELOP-BUREAU FOR NEAR 

MENT TO 1ON. LEE H. HAMILTON CONCERNING THE EGYPTIAN AID 

PIPELINE 

The Honorable Lee Hamilton October 29. 1982
Chairman, Subcomittee on Europe 


and the Middle East
 
House Foreign Affairs Committee
 
House of Representatives
 
Washington, D.C. 20515
 

Dear Mr. Chairman: 

During the hearing on the Egypt economic assistance program on March 3U, I 
indicated the Agency's analyses concluded that the Egypt pipeline had 
plateaued at $2.5 billion and that expenditures during FY 82 should exceed new 

obligations of funds. More specifically, we projected that disbursements
 
the FY 81under the Commodity Import Program would be just slightly less than 

level of $380 million and that project disbursements would opproach $470
 
million.
 

During the months following the hearing, it became progressively clear that we 

were unlikely to reach our disbursement targets. We have just received 
preliminary reporting on the end of FY 82 expenditures and indeed there is a 

Not only did expenditures fail tosubstantial shortfall below our estimates. 

increase in FY 82 as we had anticipated, they actually fell by about $130 
million.
 

With regard to the Commodity Import Program, expenditures during FY 82 were 
only some $242 million, or $140 million below the level of the previous year.
 

The contributing factors were:
 

at the beginning of the(a) The pipeline of Comodity Import Program funds 
year was lower than at the beginning of the previous two years. That is, 
there was a smaller universe cf transactions in progress on which 
disbursements could occur.
 

(b) The FY 81 Commodity Import Program was signed in June of 1981 but was not 
opened for procurement actions until February of 1982, almost aine months 
after signature. At the time these funds were committed, the Government of 

to raise toward market levels theEgypt indicated it would be taking action 
interest rates at which CIP funds are made available to end-users. The 
Egyptian Government only completed this action in February. We had made it 
clear to the Government that we would be unable to release the funds made 
available by this agreement until such time as the interest rate adjustment
 
had been completed. 
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(c) The FY 82 Commodity Import Program agreement, which was signedFebruary 5, 1982 at 	 onthe time of President M4ubarak's visit to the U.S.,submitted for ratification by 	 was notthe People's Assembly until somefollowing 	 five monthsthe signature of the agreement. Consequently there were nodisbursements under the FY 82 Commodity Import Program during FY 82. 
On the project side, disbursements in IY 82 were again at $350 million, the
same level as in the preceding year. Thus while project expenditures didgrow, neither did they fall.	 

not 

The absence of anticipated growth in pLuject expenditures appears to be due to: 
(a) President Sadat's untimely death and the period of mourning that followedwhich caused a hiatus in program momentum; 

(b) There were two partial Cabinet changes duringsome leadership positions 	 the year which meant thatwere occupied by as many as three different personsduring this period. These changes in personnel have also affected progrP'momentum. 

Cc) The Memorandum of Understanding on Greater Supportin 	 to Economic ProgressEgypt, effected during President Mubarak's February visit, temporarilycaused some uncertainties in the operating ministries as to how it affected

projects in place.
 

(d) The Egyptian Government concern for propriety in Government has led to
extreme caution within the bureaucracy and contributed to a slowdown in
decision making in the awarding of contracts.
 

(e) 	Significant turnover in personnel in our mission in Cairo occurred duringthe second half of the fiscal year, and undoubtedly contributed to the
slowdown in expenditure growth. While turnover is a normal occurrence and canlargely be anticipated, the extent of personnel changes this year was
unusually heavy. 

(f) Lastly, a number of project specific factors arose to cause expenditures
to fall below expectations. 
 For example in our relatively successful
Decentralization portfolio various problems associated with moving our monuy
through their system using our regulations emerged which had to be sorted out
before second generation disbursements could occur. 
Another example is those
projects which were delayed because of significant variances between
engineering cost estimates and the bid prices as received thus requiringprotracted negotiations with the prospective contractor or in some instances
project amendments.
 

I am not happy with this outcome. 
We will be continuing to analyze the
factors that contributed to the slow down in FY 82 expenditures as complete
end of fiscal year data become available. However, I wantedon that our targets had not been 
you to know early

met. Secondly, aware of your concerns as tothe accuracy of the Agency's expenditure estimation, I wanted you to know that
we are taking special measures to assure that 
our projections for FY 83 and FY
84 are closer to the mark.
 

Thank you for your continuing interest and concern for our program. 

Snerely,
 

W. Antoinette Ford
 
Assistant Administrator
 
Bureau for Near East
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STATEMENT SUBMITTED FOR THE RECORD BY DR. JOYCE R. STARR,
 
OVERSEAS REPRESENTATIVE IN THE MIDDLE EAST, CENTER FOR STRA-
TEGIC AND INTERNATIONAL STUDIES, GEORGETOWN UNIVERSITY 

If we step back from the crisis response that events in
 

Lebanon have compelled us to adopt, the question can reasonably
 

be asked: Should the United States maintain its present influence
 

in the country once the Marines and Philip Habib have been with

drawn? and if so, how?
 

Lebanese Foreign Minister Eli Salem, echoing the fears of
 

most Lebanese, believes that Lebanon has never been at a more
 

cirtical stage, the outcome of which will be principally deter

mined by a single actor -- the United States. "At this moment in
 

history," says Salem, "we stand naked, hanging ourselves around
 

the neck of America like an albatross. It is the United States
 

that has become central to the survival of Lebanon."
 

The line separating Lebanon's potential reemergence as a
 

thriving nation from its further decline is narrow. Time is not
 

on the side of the Lebanese.
 

To the contrary, continued uncertainty about Lebanon's
 

future has brought the economy -- which valiantly withstood eight
 

years of war -- to a virtual standstill. The spirit of hope, so
 

evident this summer, has been slowly eroded by renewed fighting and
 

fear. Plans for productive, job-creating entecprises remain on the
 

drawing boards, which in turn only exacerbates the country's poten

tially explosive social problems -- including acute housing shortages,
 

the numbers of homeless, and an excessively high cost of living.
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Further, while it is acknowledged and oft-quoted that a
 
sum in the range of $10 to $14 
billion is required to reconstruct
 
basic infrastructure in Lebanon, not one country has-yet committed
 
the kind of economic support that the government of Lebanon urgently
 
requires. 
Common wisdom has it that Saudi Arabia will underwrite
 
the bill and thus it is unnecessary to unleash the anxieties of
 
Congress or the American taxpayer. 
This line of thinking ignores
 
Saudi Arabia's commitments in the Gulf, its dilemma in maintaining
 
OPEC oil prices on a profitable keel, and the threat that not a
 
penny will be forthcoming to Lebanon should there be the slightest
 
sign of normalization with Israel. 
 Lebanese, in private, also voice
 
concern that infusions of Arab money will be used as a cover for the
 
reentry of the I-LO, Syrians and others hostile to a unified Lebanon.
 

Put why, given these problems, should the United States take
 
responsibility for putting Lebanon back on it 
 it? There are
 
compelling reasons to do so. 
 Because of its location, Lebanon is
 
strategically important to U.S. interests in the Middle East, blunting
 
a Soviet thrust into the region and international terrorism. 
From
 
stations in the mountains of Lebanon, troop movements can be moni

tored from the Atlantic to the Gulf.
 

The war this summer was 
seen by many as a victory for the
 
free world, a triumph over pro-Soviet, PLO and Syrian forces. 
 And
 
just as Lebanon is now portrayed by the Administration as 
a show
case for U.S. power and prestige in the Middle East, Lebanese stabi
lity has also become a measure of our credibility. A weak or hesitant
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American policy towards Lebanon plays directly into the hands of
 

those who like to see Lebanon remain divided, thus undermining
 

the strategic position of the United States throughout the region.
 

Strong U.S. military assistance to Lebanon could also prove critical
 

in enabling the Lebanese Army to emerge as a force capable of defend

ing and stabilizing the country, which otherwise could once again
 

become a powerkeg for the entire area.
 

The historic vitality of the Lebanese economy, its provo~n
 

resilience, could also provide a key for U.S. economic interests.
 

Officials of the Export-Import Bank (EXIM) say that no other Middle
 

East capital can compete with Beirut as a commercial center for the
 

region. "Once they get the foreign troops out", declares a vice
 

president of the bank, "Lebanon will rebound so fast it will astound
 

the world."
 

The EXIM Bank has recently reopened all of its programs for
 

Lebanon (restricted to the Beirut area) and the Overseas Private
 

Investment Corporation is now considering a recommendation by one
 

of its top officials to do the same.
 

The Lebanese are hoping that both the U.S. Government and
 

the American private sector will play major roles in the reconstruc

tion process. But at present the prospects are unclear. Since the
 

election of Amin Gemayel as President of Lebanon in September of
 

1982, only one American corporate mission has visited Beirut (an
 

OPIC delegation of U.S. contractors), while senior level European
 

delegations (not to mention Japanese and Australian) have virtually
 

beseiged the Lebanese Goverrment with their constant visits. Teams
 

of U.S. technical experts sent to Lebanon on an emergency basis by
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AID and by private groups have also been no match numerically for
 
the French, who have maintained several hundred advisors on the
 

-ground for weeks at a time.
 

According to a senior member of the U.S. AID mission in
 
Beirut, American firms visiting Lebanon in the near future "are
 
already late." The Europeans, unlike their American counterparts,
 
are not waiting for guarantees of 
security or the withdrawal of 
foreign forces to make an initial foray which will give them a
 
competitive edge in future trade or project development. European 
governments, led by the French, are also already in advanced stages
 
on the signing of special financial protocol agreements with Lebanon 

which 	will bolster these efforts.
 
Lebanese Government officials recognize the competitive con

straints on American firms -- specifically the high cost of EXIM
 
and other U.S. financing as compared 
 to that of COFACE (Compagnie
 
Francasie Assurance 
 Pour le Commerce Exterieur, the French counter
part of the EXIM and
Bank) other subsidized export agreements -- but 
state that they are nonetheless ready to lean toward American companies 
whenever possible and that the quality of American products and tech
nology, coupled with competitive delivery dates, can offset higher
 

U.S. 	credit rates.
 

Advisors to President Gemayel also express the view that a
 
strong U.S. private sector presence in Lebanon will have important
 
political consequences that reach beyond the issue of "business as
 
business." 
 Many would like to see Lebanon economic future tied to
 
the West, preferably to the United States, which in turn would
 
reduce 	its dependence on and vulnerability to Arab investments and
 

18-551 0-83--43 
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fact that three 	U.S.
markets. Th,re was great concern over the 


banks based ir.Lebanon have recently sold their full interests 
to
 

a specific Saudi group (albeit for entirely different 
reasons
 

related to the internal problems of each insitution). The
 

February 15 announcement by the management of TAPLINE, 
which runs
 

one of Lebanon's two major oil refineries, that it will 
be closing
 

its operations, also produced shockwaves, since many Lebanese 
feared
 

that the departure from Lebanon of four major U.S. oil companies
 

could be perceived as a lack of confidence in the country. There
 

are Lebanese who argue that although TAPLINE suffered the loss 
of
 

revenues in Lebanon, its critical losses were actually incurred 
in
 

Saudi Arabia.
 

The issue of U.S. export financing vis-a-vis European credit
 

facilities also troubles the Lebanese since it is clear that European
 

governments are able to offer mixed-credit packages which the U.S.
 

Government cannot match. For example, EXIM rates for Lebanon are
 

now pegged at approximately 11%, whereas COFACE, in conjunction 
with
 

the French Treasury, can offer loan packages to French companies
 

low as 3 %, with a ten-year
doing business 	in Lebanon at rates as 


The EXIM has, on rare occasions, participated alonggrace period. 


side AID in joint projects, but only under exceptional circumstances
 

and in clear contravention of the Bank's usual practice (that it is
 

not to be used 	as an instrument of U.S. foreign assistance policy).
 

Therefore, even if a major lobbying effort were mounted, the likeli

hood that Lebanon would be declared an exception or that this 
long

standing policy 	would be reversed is minimal at best.
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If, however, Lebanon could document that another country
 

offered better credit facilities than EXIM is able to provide and
 

speqifically requests that EXIM match the more favorable rates,
 

the Bank is evidently permitted to react by reviewing its credit
 

provisions. 
The Catch-22 is that EXIM is already competitive with
 
the export finance facilities offered by its counterparts in other
 
Western nations 
-- but cannot match the favorable terms which result
 

when other governments link their export financing with foreign
 

aid monies.
 

Since EXIM project requests are also evaluated on an indivi
dual rather than a national basis, the opportunity for a special,
 
comprehensive bilateral agreement between EXIM and Lebanon does not
 

exist, nor therefore the possibility of a media event occasioned by.
 
the signing of a protocol similur to 
that from which the French and
 

others have benefited.
 

The AID package under study for Lebanon would provide only
 
$150 million over the next two years, which is not 
an enormous sum
 
given the extent of Lebanon's reconstruction needs. Nevertheless,
 

these funds will be tied to U.S. goods and services, which would
 

provide an important entre for American companies. The February 7
 
signing by AID of 
a $7.7 million telecommunications project to
 

repair lines in West Beirut was, for example, received enthusiasti

cally by the Lebanese Government and the leading press.
 

For U.S. corporate representatives worried about their
 

personal safety in Lebanon, the news is favorable. While there
 
have been a few rather depressing incidents of car bombings and
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the like 	over the last few weeks, the general climate and access
 

Beirut returned to relative normality,between East and West has 

and Lebanese Government seems to have successfully established its
 

when the 	Lebaneseauthority over both sectors of Beirut. Moreover, 

Army extended its authority to East Beirut on February 14, 

they did so with the full cooperation .of the Lebanese Forces, 

It should be noted
who had previously controlled that area. 


Army, General Ibrahim
that the 	new Commandant of the Lebanese 


served with the Lebanese Forces during the past eight

Tannous, 

his military
years of fighting, while simultaneously 	retaining 


and Forces is viewed

rank. The relationship between Tannous the 


towards the eventual emergence

in Lebanon as an important bridge 


of a unified army capable of defending the country.
 

In an effort to attract foreign investment, the Lebanese
 

Coissioner of Taxes, Joseph Torbey, will also soon submit to the 

Council of Ministers a legislative initiative establishing benefi

cial tax status for offshore holding companies in Lebanon. Further, 

a set of laws were promulgated at the end of January 1983 which 

a industry exemption from income taxprovide that new can obtain an 

for a period of ten years, that special 	loans will also be made
 

available by the Lebanese Government at 	preferential rates to such 

new industries, and that these industries will have a tax exemption 

fcr a period of six years. 

There also exists in Lebanon a public risk insurance program
 

that is virtually unknown in the United States, but which would be of
 

particular benefit to medium and small-sized U.S. firms that would
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otherwise have difficulty meeting OPIC eligibility requirements.
 
Lebanon's National Investment Guarantee Corporation was established
 
in 1977 and is backed by the country's international reserves
 
amounting to approximately $375 million in gold and $1.5 billion in
convertible currency (based on 1981 figures, with gold valued at
 
US $42.22 per ounce and end-of-period exchange rates of dollars for
 

Lebanese pounds).
 

The NIGC covers only the risk of war and insurrection -
whereas OPIC also covers 
inconvertibility and expropriation 
-- but
 
its fixed assets insurance is available to any firm residing in
 
Lebanon, whether local or foreign, as long as 
it falls under one ,f
 
the following broad categories: commercial, industrial and servica
 
establishments; charitable, health and cultural institutions; 
and
 
international foreign missions. 
 Between 1977 and 1983, 173 firms
 
have taken advantage of the NIGC's program, with all claims for
 
damage and loss filed to date fully honored. According to the
 
Director of the NIGC, Alef Kahil, the NIGC has no 
equivalent in the
 
Arab world and its risk coverage for fixed assets is competitive
 
with any equivalent insitution worldwide.
 

Moreover, while the Government of Lebanon is in serious
 
financial difficulty, the private sector is not. 
The private bank
 
holdings of Lebanese citizens presently amounts to approximately
 
$4 billion, while Lebanese abroad are believed to hold at least three
 
times that amount ($12 billion). President Gemayel has recently
 
named 
a special External Economic Advisory Group, composed of leading
 
businessmen of Lebanon, to attract the investment of these local
 

and foreign deposits.
 

Even if the Government's program for reconstruction should
 
move slowly, opportunities for private sector joint-ventures and
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U.S. representational offices in Lebanon will probably increase at 

a rapid pace concurrent 	with improvements in the security situation. 

The argument that any "normalization" between Israel and
 

Lebanon will automatically eliminate critical Arab markets for
 

and also threaten the remittances of Lebanese workersAmerican firms 

in the Arab world (estimated by the Minister of Industry at 

approximately $150-200 million per month -- and the principal
 

balance its trade deticit overvehicle by which Lebanon was able to 

the last eight years) has been counterbalanced by some Lebanese who 

They state that other factors should
 move in Presidential circles. 


which will soften any such outcome: (1) Whateverbe considered 

markets might be closed 	to Lebanon in the Arab "East" would be 

extent by trade with Africa (where severalcompensated for to some 

hundred thousand Lebanese entrepreneurs and leading businessmen
 

presently reside), with 	Egypt, and even Jordan; (2) That Lebanese
 

working in the more conservative capitals are, in fact, among the 

:-nd technical advisors in thcse countries.most prominent firnnclal 

Thus, unlike the case of Egyptian guestworkers, it is unlikely that 

very many of these leading profesiionals will be asked to leave.
 

(3) That the Europeans do not seem exceedingly concerned about this
 

prospect, nor do evn some of the pro-Arab.members of the Gemayel
 

As onw such advisor, known as a spokesman for the "Arab"
Cabinet. 

position, reccntly commeated, 'Israeli Arabs are now allowed into 

it. This part of the world will never beMecca, ar" everybody knows 

the same. Thi question 	is one of process and timing."
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Two of Lebznon's most urgent priorities today are low-cost
 
housing and the creation of statistical analysis capability 
 for the adminJ 
strative agencies of the government. 
In both cases, the opportuni
t 
es for the U.S. business sector have not been properly evaluated.
 
According to an official with the U.S. Embassy in Beirut, 'most
 
American firms think that the Lebanese private sector can't build
 
anything but a mud hut, when 
 the exact opposite is true." In
 
fact, Lebanese contractors 
are quite able to absorb the amount of
 
construction work 
 requiired to meet the housing and i.adustrial needs
 
of the country. U.S. Embassy experts warn the
also that Lebanese
 
are concerned about maintaining their own 
heritage in construction 
projects, i.e. standar .aed U.S. building structures are not likely 
to fare well in Lebanon. 
On the other hand, sophisticated engineering
 
design technology and components such as windows, doors and forms
 
for pouring concrete are presently lacking in Lebanon and could prove
 
a substantial market 
 for U.S. firms, particularly medium-wized ones. 

Both the government and private sectors of Lebanon need the 
information systems technology and services that U.S. firms can 
supply. But where as the government, during the years of fighting,
 
was unable to introduce these systems 
 and therefore cannot easily
 
absorb the highly sophisticated consulting services 
U.S. firms are 
accustomed tc providing, the businejs community was able to intro
duce limited information technologies and is consequently more
 

likely to make use of U.S. capabilities.
 

Other 
sectors which U.S. companies could profitable explore
 
include: telecommunications -- as 
noted above, U.S. -
AID has been
 
working hard to "get a foot in the door" in this area; health indus
tries; transportation; communications; banking support services;
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tourism; and non-hardware intensive sectors such as water and
 

sewerage systems. Because Lebanon is now in the process of rehabi

litatIng all of its public assets, a sale of any major equipment
 

item today is likely to mean a long-term relationship in the supply
 

of parts and technical services. 

President Reagan has appointed a special commission -- the 

to

U.S. Business Commission on the Reconstruction of Lebanon -

encourage and guide the participation of American business in
 

Lebanon. This initiative, in combination with the AID package, 

EXIM and OPIC guarantees and financing, indicates an appreciation 

of our relationship with Lebanon.
 

Looking towards the future, a more comprehensive and
 

long range approach could take the form of increased military and
 

-
economic aid, the creatIton of a capital fund for joint U.S. 


Lebanese projects, and the tailoring of incentives for trade
 

to the Lebanese governmentbetween the two countries. Efforts support 

will have a catalytic effect both on internal security and 

economic revitalization. 

This material will appear in the forthcoming issue of MidLe East Insight.
 

DR. JOYCE R. STARR is Overseas Reprasentative in the Middle East
 

for the Georgetown University Center for Strategic and International
 

Stueie's. In addition, she currently serves as Directcr of the
 

Secretariat of the U.S. Business Commission on the Reconstruction
 

of LenbNnon. 
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STATEMENT SUBMrrED FOR Th' RECORD BY HON. NICK JOE RAHALL, A 

REPRESENTATIVE IN CONGRESS FROM THE STATE OF WEST VIRGINIA 

Hr. Chairman, of theMembers Subcommittee:
 

The 
 events of the past year in Lebanon have shed a new light on 
life in Lebanon and what the United States can do to help alleviate the 

suffering of the people of Lebanon and start them on a road to recovery 

and a rebuilding of their war-torn country. Lebanon, strugging to 
re-establish its government as an authority in its own country, faces 

an uphill struggle to free itself from the occupation and influences of 
outside forces. 
The United States of America must stand ready to help 

Lebanon in its quest for self-determination, free from those who use 
their country as a battleground to further their own self-interests.
 

Dring this past summer and again in the fall, 
I traveled to
 

Lebanon as well as to five other Middle East countries: Syria, Israel,
 

Egypt, Jordan, and Saudi Arabia. Duriag my travels through Lebanon, I 

saw first-hand what the ravages of war have done to this country, from 

the southern ports of Tyre and Sidon to the city streets of Beirut to 
the northern borders. Schools demolished, apartmenbp and private homes
 

leveled, shopping areas and restaurants destroyed, and even hospitals 
bore scars of repeated bombing and shelling. Host of tis daaage was 

done with weapons made right here in the United States; cluster bombs 

which carved out a path of destruction in all directions and 

sophisticated U.S. bombers keeping a constant flow of aerial 

bombardment raining down on the city of Beirut. 
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once called the "Paris of the Middle East', now reduced to
Beirut, 

streets filled with the rubble of leveled houses and hollow shells of 

were high-rise apartment buildings. The United r'ates must 

allies and it is incumbent 

what once 

bear responsibility for the actions of our 

to help the Lebanese in the rebuildingupon the U.S. to allocate funds 

of their shattered country, as ridiculous as this circle appears 
to the
 

world. 

In the past, United ;*tates aid to Lebanon has paled in comparison 

Now, Lebanon turns to 

In the Fiscal Year 1983 Supplemental 

to our aid to other countries in that region. 


the United States for help. 


that an additional $150
Appropriations, the President has requested 

to help rebuild the Lebanesemillion be sent to Lebanon in an effort 

Army and to help reassert the authority of the government over the many 

In addition, ';he President has requested thatfactions in Lebanon. 


Sales and $1Lebauon be allocated $90 million in Foreign Military 

million for a military education and training program. I view these 

steps as positive ones as we atteppt to help Lebanon rebuild. However, 

this may not be enough to build the Lebanese Army into a unit able to 

the region. The higherhold its own against the other forces of 

allocation to Lebanon in the FY 83 supplemental is strictly a one-shot 

the FY 84 budget request
deal. The funding level for aid to Lebanon in 

sinks back down to the minute levels of assistance before the recent 

In order
 
war. Rebuilding the Lebanese Army is not a 'one-shot deal". 
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to guarantee the authority of the Lebanese government and Army in the 
future, we must look past any wone-shot deals and plane the continuing 

growth of Lebanon among our 
top priorities. 
 The United States, through
 

weaponr supplied to other countrieu, has contributed greatly to the 
demise of the Lebanese government and we now have an opportunity to 

undo same of the damage we have wrought.
 

I would like to take this opportunity to urge you, Mr. Chirman, 
and the members of this subcommittee to recommend even more than the 
level of funding requested by the President in the FY 83 supplemental 

and to continue this level of funding in FY 84 and beyond so that the 
increasud levels of fun-ltng for Lebanon become a permanent fixture in 
our aid package. 
This would bring Lebanon a little closer to the 
levels of aid enjoyed by some of the other countries in the region, 
although still lagging far behind the levels contained in our id 

package to Israel and Egypt. 

In addition to economic and military aid, the United States must 
chrw its commitment to Lebanon in other ways. The reassertion of
 
authority by Lebanesethe government cannot be obtained until the 
withdrawal of all foreign forces from Lebanon is complete. It is 
incumbent upon the United States to do everything in its power to 
implement President Reagan's peace initiatIve. The key point in this
 
Initiative is the removal of all foreign forces from Lebanon. 

Negotiations in this regard are proceeding woefully slow. The United
 



660
 

States must assert itself in theme negotiations and facilitate the 

removal of all foreign troops. 

A strong Lebanon benefits the United Staten as well an Lebanon 

itself and it is in the best interests of the United States to play a 

larger role in strengthening Lebanon, establishing the goverment 

authority and helping to rebuild the Lebanese Army. The FT 83 

supplemental level is a starting point but not enough. We an a nation 

must follow-up on our commitment to Lebanon both economically and
 

politically. I urge the subcommittee to recommend that funding levels 

for Lebanon be inoreased and be made a permanent part of our foreign 

aid package. 



APPENDIX 16 
LEgrER FROM RICHARD F. PEDERSON, PRESIDENT, THE AMERICAN

UNIVERSITY IN CAIRO, CONCERNING INCREASED AUTHORIZATIONFOR THE AMERICAN SCHOOLS AND HOSPITALS ABROAD PROGRAM 

The Honorable Lee H. Hamilton
 
ChaIrman 
Sub-Committee on 
Europe and the Middle East

Foreign Affairs Committee
 
United States House of Representatives

Washington, D.C. 20515
 

March 11, 1983
 
Dear Congressmen Hamilton,
 
The American University in Cairo wishes to 
express its support
for an increased authorization for AID/ASHA above that of
last two years. 

the
 

The support which AUC receives from ASHA to enable it to
maintain high

for 

standards as a study and demonstration center
ideas and practices of the United States 
comes primarily
from PL-480 pounds. Nevertheless AUC also receives some
support 
in dollars. It is greatly appreciative both of the
dollar and pound support it receives through AID. In Egypt's
low income environment such support provides the 
critical
difference 
that makes it possible to provide a quality

American education.
 

For many years the amount authorized for support of American
Schools and Hospitals Abroad has remained level, or
reduced, with the result even been
that in real 
terms financial support
for such functions has been steadily erqding.
 
The objectives of the Mutual Educational and Cultural Exchange
Act 
of 1961 and Section 214 of the Foreign Assistance Act of
1961 remain 
important, indeed increasingly significant,
objectives in today's complex world of greater cultural
contact. AUC hopes that 
the erosion in the overall level
support supplied 
to American hospitals and educational 

of
 
institutions operating abroad 
can be reversed.
 

Si,;nerely yours,
 

Richard F. Pedersen
 
President
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LETTER FROM LEON PICON, U.S. FOREIGN SERVICE OF7ICER (RET.) TO 

HON. LEE H. HAMILTON, IN SUPPORT OF INCREASED FOREIGN ASSIST-

ANCE FOR TURKEY 

March 16, 198) 

The Honorable Lee H. Hamilton 
of Indiana 

Room 2187
 
Rayburn House Office Building 
Washington, DC
 

Dear Congressman Hamilton'
 

Assuredly, our nation's foreign policy, like that of any other 
nation, must be predicated on our own national self-interest. Having
 
attended the afternoon session of the Subcommittee on Europe and the 
Middle East's hearings of March 14, 1983, I was impressed by the
 
attempts of the Special Counsel of the American Hellenic Institute's
 
Public Affairs Committee, Mr. Rossides, to divert attention away
 
from major American foreign policy goals and to channel the discussion
 
along lines that support only the anti-Turkish and anti-Western
 
Alliance rhetoric of Prime Minister Papandreou.
 

Toward the close of the oession, it was heartening to note
 
that some of the members of your Committee obviously felt the need
 
to hear other points of view. It is unfortunate that the excellent,
 
well-documented testimony by Mr. Paul Henze in support of the Admin
istration's request for military and economic assistance to Turkey 
was met by personal vilification on the part of the Greek lobbyists
 
at the table. I am therefore grateful to you for suggesting that I
 
write to you and for offering to place this letter into the hands
 
of the other committee members.
 

Sir, contrary to the statements of Mr. Rossides, a high-water
 
mark was reached in American Foreign Policy when the Congress lifted
 
the injudicious Arms Embargo against Turkey in 1978, thereby allowing
 
vital strategic relationships in United States policy to return, at
 
least partially, to normalcy. Full restoration to normalcy will come
 
only after Turkey has finally recovered from the destabilization
 
brought on by the strains on her economy and by terrorism during the
 
four-year period of the Embargo. Turkey is well on the way to recovery,
 
but the process is not yet completed
 

The earlier distortions of history regarding Cyprus leading up
 
to the embargo need not be reviewed at this time. They are simply not
 
germane to the current issues, nor are they actually related to our
 
global, strategic goals. By now, It is well recognized that the onset
 
of the Cyprus problem was generated in the mid- and late-1950's by 
an intense propaganda onslaught from the Greek mainland, in which the 
keyword was "Enosis'---("unification"---with Greece). In any case,
 
Cyprus is a matter to be settled through negotiation by the Greek
 
Cyp:iots, the Turkish Cypriots, ar, .iieBritish in line with the
 
London Accords. It is not an JAmerican issue, and thankfully we have
 
begun tu recognize that.
 

The central issue for the United States has been and remains
 
the noed to maintain Turkey as a valuable asset in the NATO framework. 
The Embargo Years have revealed that even when the United States
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'laced Turkey in an untenable position by the imposition of an

embargo, Turkey remained steadfast in her commitments to NATO--and to the United States---by maintaining NATO installations and
*by keeping'operative essential intelligence collection activities.
It has been, in fact, a remarkable demonstration of reliability
and steadiness that speaks well for the future. 
 Contrast this
behavior with the disruptive position of Greece in the Alliance,

and the recent courtship that Mr. Papandreou has undertaken with
 
the Soviet Union.
 

Comparative statistics regarding the nature, size, modernity,
and effectiveness of the Greek and Turkish Armed Forces are readily
available to the Congress from American official sources and from
the studies published by our scholarly research institutions. These
make one major fact clears there is 
an urgent need for the Turkish
Armed Forces to modernize. 
In the wake of the political and economicreforms which Turkish democracy has just undertaken, a vibrantsociety is beginning to re-emerge. The Administration has set a

realistic figure for assistance to Turkey in FY '84. 
 It takesinto account the urgent needs of modernization. It should be
supported. Hopefully, in its deliberations, your committee will
this year recognize that it is a mistake to couple these appropri
ations with those of Greece. The ratios that were devised during
Mr. Xiesingeg' time are anachronistic, they hL,J no bearing on
today's real world and should be abandoned. This is recognized in
the Department of Defense and elsewhere in the Administration.
 

Our national interests dictate that we 
regard Turkey separately
for what that country means to our overall strategic objectives,
without the discoloration of issues that have been and continue
 
to be raised by Hellenic Americans.
 

The single and crucial fact is clear. 
Given the situation

into which our staunchest ally has been placed, as a result of the
eubargo and of the ensuing strains of political and economic reform
during the past few years, we must assist in strengthening and
modernizing the forces of our allies who 
are supporting and

protecting NATO's southeastern flank.
 

Respectfully,
 

"' Leon Picon
 

United States

Foreign Service Information Officer
 

Retired
 



APPENDIX 18 

FOR THE RECORD BY GEORGE R. PACKARD,STATEMENT SUBMITrED 
DEAN, SCHOOL OF ADVANCED INTERNATIONAL STUDIES, THE JOHNS 

HOPKINS UNIVERSITY 

For twenty-eight years the Johns Hopkins University's Center of International
 

Studies in Bologna, Italy has performed a unique educational role in Europe.
 

It has attracted European and Third World students, who each year make up half
 

the student body of 120, providing them with an understanding and knowledge of
 

American institutions and perspectives that are not available in their university
 

systems. It has given American students a chance to study in Europe with
 

Europeans under the leadership of an international faculty. In recent years,
 

the Center's Research Institute has held a number of conferences and seminars,
 

making it more and more 
an Atlantic resource for debate and high level discussion
 

on key issues of European-American relations.
 

The Hopkins Center is not only performing an educational function. It
 

also supports U.S. foreign policy objectives. While serving as United States
 

Ambassador to Italy,Professcr 'ichard N. Gardner called the Center "the single
 

most important American educ ,tional institution in Europe today." lieapplauded
 

the Center's role in training students -- both European and American -- who
 

move on "to become leaders in governments and in the private sectors throughout
 

the United tates and Europe." Indeed, the Center continues to serve broader
 

American foreign policy interests by training new generations of Europeans and
 

Americans who e~erge with mutual understanding and personal ties at a time when
 

the old postwar Atlantic network of leaders is passing from the scene. In
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short, the Center is helping develop a batter and more genuine foreign understanding
 

and appreciation of the institutions and people of the United States 
-- an
 

understanding that has a cignificant 
bearing on our total efforts to nurture a
 

harmonious and constructive EuropeanAmerican relationship and to build a
 

peaceful world.
 

Since the early 1970's the Center has received an annual grant from 
the
 

ADI/ASHA program. If this support is terminated as now projected, the Center
 

will face a very seious financial crisis which could force it to close. 
 This
 

would be a serious blow not only to The Johns Hopkins University and the
 

Center's 2,500 alumni but 
also for the United States, given the fine record and
 

reputation the Center has established over the past three decades.
 

The Center benefits from an Advisory Council of outstanding European
 

leaders, chaired by Egidlo Ortona, former Italian mbassador to the United
 

States. The present director is Dr. Robert C. Card, Jr. 
The Center Includes
 

among its alumni many U.S. foreign service officers and USIA officers. On the
 

European side, distinguished graduates include Gianfranco Pasquino, professor
 

at the University of Bologna; Fritz Bauer, political director of the Austrian
 

Foreign Ministry; Richard Shepherd, conservative member of the British Parliament;
 

Rei"ut Jochimsen, minister for science and research of the Land-Nordrhein-


Westfalen, Germany; Ruprecht Vondran, executive director of the German Iron and
 

Steel Federation; and Jean-Michel Corre of the Comnission of the European
 

Community. haerican graduates include Richard A. Melville, chairman and
 

president, Allied International Bank of New York; 
Professor Wolfram flanrieder,
 

University of California, Santa Barbara: 
Judy Hendren Hello, president, First
 

Women's Bank of New York, John Treat, president, New York Mercantile Exchange;
 

and Karl Van Horn, senior vice president of Morgan Guaranty Trust Company.
 

18-551 0-83--44 
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I = convinced that the U.S. Government's assistance to the flopkins 

Center through the AID/ASHA program is a sound investment in furthering European-


American understanding. Any cutback in the AID subvention to the Center would 

deal a severe blow to its ability to carry out its mission of training a 

sucessor generation of Atlantic leaders for their future responsibilities in
 

maintaining and strengthening the Western political and defense allaince and
 

fostering productive economic ties between Europe and the United States.
 

PackardR 


Dean 
School of Advanced International Studies 
The Johns Hopkins University
 
March 21, 1983
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STATEMENT OF M. PETER MCPHERSON, ADMINISTRATOR, U.S. AGENCY 
FOR INTERNATIONAL DEVELOPMENT, AND ATTACHMENTS 

THANK YOU. MR. CHAIRMAN. FOR THIS OPPORTUNITY TO APPEAR BEFORE THIS
 

SUFCOMMITTEE TO PROVIDE ADDITIONAL INFOPMATION RELATED TO OUR A.I.D.
 

PROGRAM IN SYRIA.
 

IN VIEW OF THE CRITICAL ROLE SYRIA PLAYED IN OUR EFFORTS TO BRING ABOUT A
 

PEACEFUL SOLUTION TO THE MIDDLE EAST CONFLICT. A NEW ECONOMIC ASSISTANCE
 

PROGRAM WAS INITIATED IN FY 1975. 
 THE PROGRAM WAS FUNDED INITIALLY FROII
 
THE MIDDLE EAST SPECIAL REQUIREMENTS FUND AND SUrSEQUENTLY FROM THE
 
ECONOMIC SUPPORT FUND. 
 BETWEEN FY 1975 AND FY 1979 A.I.D. OBLIGATED $438
 
MILLION FOR SYRIA. 
 THE PROGRAM WAS TERMINATED IN 1979 AND NO ADDITIONAL
 

FUNDS HA'lE CEEN OBLIGATED SINCE THEN.
 

IN APRIL 1981. IN ACCORDANCE WITH CONGPESSIONAL GUIDANCE, THE DEPARTMENT
 

OF STATE AGREED WITH CONGRESS TO FREEZE THAT PORTION OF THE UNDISBURSLD
 

FUNDS. THE PIPELINE. NOT *COMMXTTED" AS OF APRIL 9. 1981. 
 "COMMITTED"
 

FUNDS WERE DEFINED AS THOSE FUNDS TIIAT WERE EITHER SUCOBLIGATED OR EAR-


MARKED FOR 
(A) SIGNED CONTPACTSe (B) ISSUED INVITATIONS FOR BIDSa (C)
 

(667)
 



668
 

NEGOTIATED PROCUREMENIT FOR WHICH DETAILED NEGOTIATIONS WERE UNDEPWAY1 (D)
 

PROJECTS INVOLVING THE 'FIXED AMOUNT EEIMCUPSEMENT" PAYMENT PROCEDURE FOR
 

WHICH DESIGNS HAD IEEN APPROVED BY AI.D.. AND (E) PARTICIPANT TRAINING.
 

WHERE TRAINING PLANS WITH U.S. INSTITUTIONS (INCLUDING AUB) HAD BEEN
 

INITIATED. AID HAS ;[EN 2ESPONSI!LE FOR TI!EMANAGEMENT OF THIS AGREEMENT.
 

AT THE TIME THE PROGRAM WAS "FROZEN' IT INCLUDED TEN ACTIVE LOAN FUNDED
 

PROJECTS AND NINE ACTIVE TECHNICAL ASSISTANCE GRANT FUNDED PROJECTS. THE
 

PROJECTS EMPHASIZED IMPROVING THE LIVING CONDITIONS OF THE SYRIAN
 

PEOPLE. THE LOAN PROJECTS PROVIDED FUNDS FOF: (1) THE RURAL ELECTRIFI-


CATION OF 1.200 SYRIAN VILLAGESi (2) Tt.E CONSTRUCTION OF 94 RURAL
 

SCHOOLSI (3)CONSTRUCTION OF 376 KILOMETERS OF PUPAL ROADSt (4) CONSTRUC-


TION OF FOUR PROVINCIAL WATER SUPPLY SYSTENSI AND (S) THE IMPROVEMENT AND
 

REHABILITATION OF THE DAMASCUS WATER DISTRIUIITION SYSTEM. THE TECHNICAL 

ASSISTANCE GRANT PROJECTS INCLUDE EFFORTS IN THE HEALTH SCIENCES, ANIMAL
 

SCIENCE EDUCATION, LIVESTOCK PRCOUCTION TECIINIOUESI LCNG TERM ADVANCED 

DEGREE TRAININGi ENGLISH LANGUAGE TRAINING; SOILS CLASSIFICATION AND
 

MAPPING; AND NATURAL RESOUCCES INVENTORY AND MANAGEMrNT. TIlE FUNDS IN
 

THESE DEVELOPMENT PPOJECTS FINANCE THE EXPOrT OF U.S. GOODS AND SERVICES
 

AND THE TRAINING OF SYRIANS IN U.S. EDUCATIONAL INSTITUTIONS.
 

As OF APRIL 1981 THE AID PIPELINE AMOUNTED TO $308.4 MILLION (S129.6. 

MILLION OF THE TOTAL OBLIGATION OF $438 MILLION HAD fEEN DISBURSED). 
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SINCE THEN WE HAVE DISBURSED $68.3 MILLION AND DEOCLIGATED $11.6 MIL-


LION. THE CURRENT PIPELINE IS $228.5 MILt ION IN 19 PROJECTS. OF THIS
 

AMOUNT, $96.1 MILLION IS IN THE FROZEN CATEGORY WHICH WE WOULD EXPECT TO
 

DEOBLIGATE AS THE APPROPRIATE TERMINAL DATES FOR PISBURSEMENT (TDs) FALL
 

DUE. THE BALANCE, $132.3 MILLION, IS IN ACTIVE COMMITMENTS WHICH ARE
 

BEING DISBURSED. DURING FY 1983. DISBURSEMENTS ARE EXPECTED TO tE $85.9
 

MILLION. WE EXPECT THE PIPELINE TO EXPEND RAPIDLY 
IN FY 1984 AND 1985.
 

IT SHOULD BE FULLY LIQUIDATED :Y FY 1987.
 

MP. CHAIRMAN. I WOULD (E PLEASED TO ANSWER ANY QUESTIONS YOU OR MEMEERS
 

OF THE SUBCOMMITTEE MAY HAVE ON AID's MANAGEMENT OF THIS PROGRAM.
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SYRIA
 
DAMASCUS - DERA'A HIGHWAY PROJECT
 

On July 22, 1976, A.I.D. and the Government of the Syrian Arab Republic (SARG)

signed a loan agreement for $45.9 million to finance engineering and construc
tion costs for a four-lane divided highway extending from the southern fringe

of Damascus for a distance of 104 km parallelling the present inadequate road
 
to the Jordanian border at a point east and south of Dera'a.
 

Heavy domestic and international truck traffic had caused the existing two
lane road to become (1) inadequate in capacity; (2) substandard in structural
 
design; and (3)unsafe due to accident; caused by poor surface conditions and
 
the movement of traffic through populated centers. The new highway will
 
provide sufficient capacity to accommodate existing and future traffic and
 
will reduce the cost of highway transportation below costs incurred on the
 
present road. In addition to reductions in vehicle operating costs, the
 
project road will 
greatly reduce transit time and traffic accidents.
 

The existing traffic corridor connects the capital with the towns of Kiswe,

Sanamain, Sheik Neskin and Dera'a. Industrial development on the southern
 
fringe of Damascus includes agro-industries, chemical works and cement works.
 
Further south, the road traverses the provinces of Suweida and Dera'a which
 
are mainly agricultural and in early stages of development. The effect of
 
pro- posed irrigation in this area with a resulting increase in agricultural
 
pro- duction and the generation of traffic on the new road was, however, not
 
speci- fically included in the traffic projection. In Dera'a, all border
 
bound traf- fic must pass through the steep grades and heavily congests the
 
urban street system. Several past efforts have been made to completely bypass

the city but the hilly terrain would necessitate extensive, costly bridges and
 
large earth- works. At the time this project was authorized, Congress was
 
notified in accordance with usual A.I.D. procedures and did not object to its
 
implemen- tation. The implications of the highway location were thoroughly
 
discussed with the Congress.
 

The original project concept called for: 
(1)the design and supervision of
 
highway construction to be carried out by a U.S. engineering firm; and (2)

construction services to be provided by a U.S. construction company. A con
tract for the engineering services was signed with a joint venture of Daniel,
 
Mann, Johnson and Mendenhall (DMJM) and Tippetts-Abbet-McCarthy-Stratton
 
(TAMS). However, the project was redesigned during 1979/1980 because the
 
Ministry of Communications (MOC) conidered the bids received from American
 
construction companies excessive in price. 
 Under the revised project concept,

the road was divided into two sections and the MOC contracted with two Syrian

public sector firms, Mount Kassioun Construction Company (MK) for Section I,

and the General Road Company for Section II,to build the highway under the
 
supervision of DMJM/TAMS, financed by SARG. 
 It was also contemplated that the
 
construction firms were to be responsible for purchasing the American source
 
and origin construction equipment and related spare parts, valued at
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approximately $42 million. 
The A.I.D funds are associated only with this
construction equipment and the U.S. engineering services under a 
modified
 
"fixed amount reimbursement" (FAR) procedure. SARG is to pay the U.S.
suppliers directly from its own foreign exchange for the equipment and be
 
reimbursed by A.I.D. over the four-year construction period based on

attainment of predetermined construction milestones. 
Due to the requirements

of Re ulation I, contracts were to be signed with local agents of U.S.
 
manu ftre or necessary equipment, but payment was to be made directly to
 
the U.S. manufacturers.
 

Although the Syrians began construction with their own funds in April 1980,

progress has been behind schedule from the outset. 
Delays in procurement of

U.S. construction equipment have arisen from the Syrian Government's unwill
ingness to accept equipoent bids by U.S. suppliers which the Syrian authori
ties consider too high-priced compared with similar equipment from other
 
sources, and the SARG's decision to divert the General Road Company (Section

I) to work on other highway projects.
 

During April 1981, 
Mount Kassioun executed supply contracts totalling

approximately $27.2 million with twelve local dealers of U.S. construction
 
equipment manufacturers. The contracts were approved by the Syrian High

Economic Committee in May 1981, 
but no Letter of Credit has been issued,
apparently due to a 
SARG shortage of foreign exchange. On truck procurement,

Mount Kassioun, with the concurrence of the SARG, did not award contracts to
 
International Harvester (IH),the low responsive bidder for 158 trucks of

various types valued at approximately $11 million. During October 1981, an IH
representative visited Damascus and after negotiations provided a letter to
 
Mount Kassioun and the SARG agreeing to certain requests by Mount Kassioun.

These requests included IH signing the contract directly with Mount Kassioun,

thus bypassing the IH local dealer, and a provision for IH technical assistance to Mount Kassioun to provide services beyond the capacity of the local
 
dealer. 
To date, neither SARG nor Mount Kassioun has rendered a decision
 
concerning the IH trucks.
 

Most of the selected U.S. suppliers and their agents have kept their contracts
 
open, with price adjustments due to the passage of time. A.I.D. reviewed the
latest prices in December 198? and found they were reasonable. Recently, the
 
SARG asked AID for approval to rebid the procurement to U.S. suppliers, elimi
nating the local agents in the transaction. Because initial procurement was

properly conducted, with reasonable prices still available, A.I.D, advised the
 
Syrians that It did not find any justification for rebidding, particularly

since evidence indicates that U.S. prices are not likely to decrease. 
 The
 
USAID Mission in Damascus has also advised the Syrian representatives (the

Ministry of Communications and the State Planning Commission) that, under

normal A.I.D. procedures, if the Syrian Government did not act favorably on

this procurement, the Terminal Date for Disbursement under this loan wculd
 
expire and A.I.D.'s participation in the project would end. The Syrians have
 
expressed their intent to utilize the loan funds and cohtlnui tO'b6timstic
 
that an effective way can be found to utilize the loan. 
 The terminal
 
disbursement date for this loan is December 31, 
1983, at which time the 
project would normally be terminated. 
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Attachment I - General Project Information
 

A. A.I.D. Project Number: 276-0012
 

B. A.I.D. Loan Number: 276-K-012
 

C. Loan Amount: $45,900,000
 

D. Loan Agreement Date: July 22, 1976
 

E. Terminal Ddte for Requesting Letter of Conmiitment:
 
Original: July 30, 1978
 
Revised: June 30, 1983 (TDRLC applicable only for engineerir:.? services)
 

F. Terminal Disbursement Date:
 
Original: June 30, 1980
 
Revised: December 31, 1983
 

G. SARG Implementation Agency:
 
(1)Ministry of Communications
 
(2)Mount Kassioun Construction Company
 

H. U.S. Cwnsulting Firm: DMJM/TAMS
 
DMJM international/Tippetts-Abbett-McCarthy-Stratton (DMJM/TAMS)
 
Fred Swartzian, Resident Project Manager
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Attachment II - Financial Status
 

A. Funds were obligated in FY 1976 in the amount of $45,900,000.
 

B. At the time of the *freeze" of all non-commiltted funds on April 9, 1981, it
 
was estimated that of the $45,900.000 obligated, $35,735,000 had been
 
committed and $10,165,000 had not been committed (or frozen). Revised
 
estimates were made on April 28, 1981 
which changed the amount committed to
 
$44,998,000 and the amount frozen to $902,000. While these estimates have

been evaluated again on September 11, 1981, December 31,1981, February 22,

1982, March 9, 1982, May 14, 
1982 and in March 1983, the amount of funds
 
committed has not changed.
 

C. On April 28, 1981, the amount of committed funds for the architectural and
 
engineering contract with Daniel. Mann, Johnson and Mendenhall (DMJM) and
 
Tippetts - Abbett, McCarthy, Stratton (TAMS) has been increased by $3.3
 
million to cover: (a)additional services from DMJM-TAMS that are needed as
 
a result of construction supervision services will be needed, due to an
 
estimated eight month delay In project completion (now scheduled for May

1985 at the earliest). This delay has arisen from problems associated with
 
the failure in 1979 to obta',i satisfactory construction bids from U.S.
 
contractors and ensuing lengthy neguLidLions needed to reach a satisfactory

alternate arrangement; (c) six million dollars ($6.0) added to the
 
estimated costs of construction equipment being procured by the Syrian

contractor. Contracts recently received provided spare parts at 20% ef
 
equipment costs, while earlier estimates had assumed 15%. 
Also freight at
 
15% of equipment costs has been added to cost of equipment.
 

D. On May 15, 1978, 'n A.I.D. Letter of Commitment was signed for $2,935,000
 
to DMJM/TAMS to rrovide architectural and engineering services for the
 
construction of the highway. As of March 31, 1983. $2,201,000 had been
 
expended and an undisbursed balance of $734,000 remained in this letter of
 
commltment.
 

E. Contracts for equipment imports from U.S. suppliers totalling $27.4 million
 
dollars were approved by SARG. However, this project was placed under
 
modified FAR system (as with Damascus Water Supply) and the SARG did 
not
 
have sufficient foreign currency to pay for them. Subsequently these
 
offers ran out; and when new offers were received, SARG maintained prices
 
were excessive. SARG has not yet signed these contracts. 
 See Attachment
 
Ill for a listing of these U.S. contingent suppliers with the amounts of
 
these potential contracts follows:
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Attachment III - Potential Equipment Supply Contractors for
 
Damascus Dera'a Highway Project
 

COMPANY/ADDRESS ITEM FAS PRICE CIF COSTS 
With Spare Parts 

1. Fiat-Allis 
Mllwaukee, Wisconsin 

Dozers 
Loaders 

4,800,000 
1,460,000 

6,240,000 
1,898,000 

2. Terex 
Hudson, Ohio 

Dozers 
Loaders 

560,000 
1,750,000 

728,000 
2,275,000 

3. Champion Road Machinery Graders 1,170,000 1,521,000 

4. Blaw Know 
Mattoon, Illinois 

Pavers 1,345,250 1,748,825 

5. Harnischfeger Cnrp. 
Milwaukee, Wisconsin 

Cranes 1,400,000 1,820,000 

6. WABCO 
Peoria, Illinois 

Rear Dumpers 4,650,000 
(Off Hwy) 

6,045,000 

7. Cummins Engine Co. 
Columbus, Ohio 

Generators 927,613 1,205,897 

8. Dynapac 
Stanhope,. New Jersey 

Rollers 2,017,974 2,623,366 

9. CMI Corp. 
Oklahoma City, OK 

Autograder 654,480 850,824 

10. Clark-Michigan 
Benton Harbor, Michigan 

Dozers 369,600 480,480 



ACTIVEAIO-FUNEIEDCONTRACTSIN SYRIA 

($000as of 3/31/83) 

Grants 

Date Date Contract Amount 

Project 
No. and Title Contractor/Supplier 

RFP 
Issued 

Contract 
Signed 

mount Disbursed 
03/31/83 ContractPurpose 

267-0002 
EnglishLanguageTraining 
Center 

GeorgetownUniversity 
Schoolof Languages 
& Linguistics 
Washington.D.C.20057 

3/4/77 8/3/77 1,891 1,751 To assistthe Governmentof 
Syria improve English 
proficiencyof potential
A.I.D. splnsored 
participanttraineesand 
selected Syrian Government 
officialsandto establish 
a viable EnglishLanguage 
TrainingCenter(EI.TC) 
staffedby Syriansas 
teachersof English, 
replacingU.S.contract 
personnel of the ELTC. 

276-0003 
ArgriculturalEducationand 
LivestockProduction 

Participants for this project 

UniversityofMinnesota 12/27/771_4/12/82 
121PetersHall 2/2681 
1404Gortner 
St. Paul. Minn. 55108 

Var ,ous U.S. univer-
sitiesandtraining 
institutions 

4,663 

1.301 

603 

943 

ToexpandUniversityof 
Damascusedcational and 
researchactivities, 
especiallydevelopnt of a 
graduate progrm leadingto 
Master of Science Degreein 
fieldsof nutrition. 
poultryand dairyscience. 
Some livestock arebeing
provided to the University 
farmso studentscan learn 

hands on' animal husbandry 
practices. 

276-0004 
GeneralParticipantTraining VariousU.S.universitiesN.A. 

and training institutions 
2/27/75 7.108 5.755 To providespecialized 

training in the U.S. for 
key Syrianofficials,and 
academic training In 
development related fields 
primarily forfaculty
rmers of Syrian 
universities. 



ACTIVE AID-FUNDED CONTRACTSIN SYRIA 

($000 as of 3/31183) 

Grants 

Project 
No./ 
Title Contractor/Supplier 

Date 
RFP 
Issued 

Date 
Contract 
Signed 

Contract 
Aount 

Aount 
Disbursed 
03131/83 Contract Purpose 

276-0005Technical Services and 
Feasibility Studies II 

Various U.S. universities N.A. 
and training institutions 

(Includes participants 
in tr~inng) 

9/20/77 3.500 

(763) 

3,083 

(414) 

To finance the cost of 
teChnical adnice. 
feasibility studies and 
other consulting services 

to be carried out by U.S. 
and Syrian Individuals, 
consulting firms or 
educational and other 
Institutions. A total of 
74 partlcipants have been 
trained. 

276-0019
Tecnmical Health Institute Medical Service 2/14/70 9/17/7 4.721 3.525 To provide technical 

Consultants. Inc.1716 Wtlson BInc. 
1lilston V. 2220Technical 
Arlington. ¥a. 22209 

Participants In 
training 

797health 

services. equiment
and training to the 

Health Institute 
for retraining of auxiliary 

Personnel. 



IN SYRIA 

($000 as of 3/31/83) 

ACTIVEAID-FUIDEDCOITRACTS 

Grants 

Project 
NO./ 
Title Contractor/Supplier 

Date 
RFP 
Issued 

Date 
Contract 
Signed 

Contract 
Amount 

Aount 
Disbursed 
03/31/83 ContractPurpose 

276-0020 
Soil Survey/LandClassificationLouisBerger Inter- 3/15/79 

national,Inc. 
100HalstedSt. 
EastOrange,N.J. 07019 

10/10/79 2.200 2.200 To Strengthenthe Govertment 
'bfSyria's capacity to 
undertakeandmaintain a 
current inventory of land 
and s.,1 resourcesand to 
perform the necessary 
analysis and 
interpretationsof these 
data toguide policy
formulation cnd decision 
makingin regard to land 
soil resourceallocation 
and use. 

276-0026 
TechnicalServicesandFeasi-
bility Studies III 

VariousU.S.and Syrian N.A. 
individuals,consulting 
firms and educational 
institutions 
(Includesparticipants 
In training) 

7/12/78 2.000 

(459) 

1,796 

(255) 

To finance the costof 
technicaladvice. 
feasibilitystudiesand 
otherconsultingservices 
to he carried out by U.S. 
and Syrianindividuals. 
consultingfirm or 
educationaland other 
institutions. 

(IncludesLouisBerger 12/14/77 2/8/79 
International.Inc. 
l00"HaltedSt. 
East Orange. N.J.07019) 

(1,591) 1,541 To conduct a coaprehensive 
transportationsectorstudy. 
(Partially funded under 
prior project). 

276-0041 
NationalRemoteSensingCenter TranscenturyCorporation5/22/80 

and TechnicalDevelopmnt
Corporation(HostCountry
Contract) 
1789 Columbia Road. N.W. 
Washington.D.C. 2009 

5/20/81 3,500 732 To provide technical 
assistance,trainingand 
comodities for the 
establishmnt of Syria's 
National RemoteSensing 
Center. 



ACTIVE AID-FUNDED CONTRACTS IN SYRIA
 

($000 as of 3131/83) 

Loans 

Project 
No. and Title Contractor/Supplier 

Date ofV
AID 

Comitment 

Contract 
Amount 

Amunt 
Disbursed 
03/31/83 Contract Purpose 

276-0008 
Damascus 6ater Supply I Gilbert Associates. Inc. 

Morgantown Road 
Green Hills. Reading. 
Pennsylvania 19603 

1127177 
Contract signed 
/210/76 

1.330 20) To provide architectural and 
engineering services for 
construction of the Damascus 
City Water Supply system. 

U. S. Pipe 
3300 First Ave. North 

Birgmingham, Ala. 35202 

IFD issued 12/24/SO 
12/2/80 

18.654 5.6051/ To import equipment for the 
Damascus Water Supply system 

Caterpillar Tractor Co. 
Peoria. Illinois 

Proprietary Procure-
ment Waiver Req. 
7/2180 
4/3/81 

1.898 
1.389 

To import equipment for the 
Damascus Water Supply system 

Neuller Co. 
500 N. Eldorado St. 
Decatur. Illinois 62525 

4/3/81 3.041 
2.483 

Tv import equipnt for the 
Damscus Water Supply system 

-4 
0 

Yazbak and Sons, Inc. 
I0 Becson Avenue 
Unionto n. Pa. 

4/3/81 543 
667 

To import equipment for the 
Daiascus Water Supply system 

0 & E Trading Co. 
Post Office Sx 853 
BInminghm. Alabama 35201 

4/3/81 1.620 To import equipment for the 
Damascus Water Supply system 

P & H Harnischfleger Inter-
national 
Post Office Box 
Milwaukee. Wisconsin 30201 

Proprietary Procure-
ment Waiver Req. 
7/2/80 
4/3/81 

519 To imort equipent for the 
Damascus Water Supply system 

1/Total for all below contracts in this project 



ACrIVE AID-FUNDED CONTRACTS IN SYRIA 

($000 as of 3/31/83) 

Loans 

Project 

. and Title Contractor/Supplier 

Date ofZ/
AID 

Commitment 

Contract 
Amount 

Amount 
Disbursed 

03/31/83 Contract Purpose 

276-0010 
Damascus Water Supply 1I Gilbert Associates. Inc. 

Morgantown Road 
Green Hill, Reading. 
Pennsylvania 19603 

Contract signed 
5/18/78 

1/11/79 

1,127 533 To provide architectural and 
engineering services for the 
construction of pumping 
stations and installation 

Philip E.'Laeoreau with 
Gilbert Associates, Inc. 
Morgantown Road 

Green Hill, Reading. 
Pennsylvania 19603 

Contract signed 
12/3/80 

/1981 

1,165 451 

of communications and 
disatching systems. 

To provide architectural and 
engineering services for the 
investigation of Figeh
Sprng. 

G. E. Boggs & Associates 
6862 Elm Street 

McLean. Virginia 22101 

2/18/81 3.080 To import equipment for a 
coemnications systems. 

G. E. Boggs & Associates 
6862 Elm Street 

McLean, Virginia 22101 

2/18/81 4,507 To import equipment for a 
dispatching system. 

C 

General Company for 
Executing Industrial Projects 
Syria 

2118181 3.62S To construct dispatching 
building, four pumping 
stations and to install 

utility systems for 
remote radio locations. 



276-0011 

Project TAmount 
No. and Title 

Euphrates Basin Irrigation 

Maintenance 


ACTIVE AID-FUNDED CONTRACTS IN SYPIA 
($00 as of 3/31/83)) 

Date uf?/ Contract 


Contractor/Supplier Comitment 


Louis Berger. International 8/7/78 2.320 

100 Halsted St. East 

Orange. New Jersey 07019 


Soule Steele Co. 1/24/80 741 

6200 Wilmington Ayenue 

Post Office Box 71618
 
Florence Branch
 
Los Angeles, Calif. 70001
 

Warner and Swasey 7/2/79 
 779 

Cedar and East Blvd. 

Cleveland, Ohio 44106
 

John Deere and Co. 10/9/80 334 

John Deere Road 

Moline. Illinois 61265 


Clark International Marketing 7/2/79 
 590 

Post Office 333. Benton 

Harbor, Michigan 49002
 

J. I. Case Co. 7/2/79 81 
700 State Street 

Racine. Wisconsin 53404
 

Koehring Co. 7/2/79 
 375 

Bomag 0.R.. 1210 Kenton St. 

Springfield. Ohio 44503
 

Wacker Corp. 7/2/79 
 34 

3808 Elm Street 


Milwaukee. Wisconin 3209
 

Amount
 
Disbursed
 
03/31/83 


1.433 


641 


779 


334 


581 


74 


375 


33 


Contract Purpose
 

To provide architectural and
 
engineering services for the
 
purchase and maintenance of
 
equipment.
 

To Import pre-fab steel
 
buildings.
 

To import irrigation
 
maintenance equipment.
 

To import Irrigation
 
maintenance equipment.
 

To import irrigation
 
maintenance equipment.
 

To import irrigation
 
maintenance equipet. 

To ImPort Irrigation
 
maintenance equipment.
 

To Import irrigation
 

maintenance equipment.
 

00 



0 

ACTIVE AID-FUNDED CONTRACTS IN S'RIA
 

Loans
 

Noect 
 No0. and Title 


Euphrates Basin Irrigation 

Maintenance (Continued) 


Contractor/Supplier 


Raygo Inc. 


9401 Sth Avenue North
 
Minn.. Minnesota 5S445 


Ar icdn Export 

6L New Hampshire Avenue
Wa.hington. D.C. 20037 


Champion Road 


107 McQueen St., West
 
Columbia, S.C. 29169 


New World Research 

One World Trade Center
 
Suite 1717 

New York, New York 10048
 

Insley Manufacturing 

801 orth Olney Street 


Ind.. Indiana 46201 


America,,Equipment Co. 

150 E. Palmetto Park Rd
 
Post Office Box 381 

Boca Raton, Floria 33432
 

0000 as of 3/31/83))
 

Date of-/ 

AID
Comitment 


7/2/79 


7/2/79 


7/2179 


7/2179 


7/2/79 

7/2/79 

Contract 

Amount 


34 


190 


347 


251 


794 

158 

Aaount
 
Disbursed

03/31/83 


33 


190 


341 


239 


771 


153 


Contract Purpose
 

To import irrigation
 

maintenance equipment.
 

To import irrigation
 

maintenance equipment.
 

To import Irrigation
 

maintenance equipment.
 

To import irrigation
 

maintenance equipment.
 

To imPort irrigation
 
maintenane gein
 

maintenance equipment.
 

To import irrigation
 

maintenance equipment.
 

00 



ACTIVE AID-FUNDED CONIRACTS IN SYRIA 

($000 as of 3/31/83) 

Loans 

Project 
No. and Title Contractor/Supplier 

Date of/ 
AID 

Commitment 

Contract 
Amount 

Amunt 
Disbursed 
03/31/83 Contract Purpose 

276-0012 
Damascus  Dcra'a Highmay Daniel. Mann. Johnson and 

Mendenhall (uM.94) 
725 I Street. N.W. 
Washington. D.C. 20006 

Contract signed 
5/15/78 
6/22/79 

2.935 
2,201 To provide architectural and 

enTa prv ercetur and 
contrition of the 

casscs-Dera'a Highway. 

.ith Tippetts-Abbet-McCarthy-
Stratton (TAMS) 

655 3rd Avenue 
New York. New York 10017 

00 



Potcitfal [qufPent Supply C0stractorg
Ddiasos Der'4 Nhghy Project 

For 

COMI'ANT/AIESS 

1. 	Ffat-AllIs 

HIwlvAkee. Wisconsin 

2. 	 Tere. 
Hudson. Ohio 

3. 	Chmpfon Road Machinery 


Colambfa. S. Carolina
 

4. 	Pla. &no. 

Mattoon. Illinois
 

5. 	Harnischfeger Corp. 


Milsaukee Wisconsin
 

6. 	WAICO 

Peoria. Illinois
 

7. 	Cunins ngine Co. 


Colesus. Ohio
 

8. 	71napac 


Stanhope. Tes Jersey
 

9. 	CMI Corp. 

Okleho.a City. OK 

10. 	Clark-MIchigan 


Benton Harbor. Michigan
 

Co.tto.ctt(lot e n 	 tmrOoo. C U.3. totalilnq $2o51r617.4 

ITEN FAS PRICE 

Dozers 4.8 0w 000 
Loaders 1460.000e 


Dozers 560.000 
Loaders 1.750.D00 

Grad. 1 1.170.^00 


Pavers 1.345.250 


Cranes 
 1.400.000 


Off Hsy 4.650.000 

Generators 927.613 


Rollers 2.017.974 


Autograder 654.480 

Dozer 369.600 

CIF COSTS 
WfthSisre Parts 

6240,000
 
1.8911.001 

788.0t0
 
Z.75.MO
 

1.521.000
 

1.748.825
 

1.820.000
 

6.045.0OO 

1.205.897
 

2.623.366
 

150.824 

480.480
 

.o d~fted .y.t" 	 -111,o-h dIo. n .ra'os ky fl.Ytn I... *. DC.o-A. Vt.e. f-wr) nd 	 U.ne tht. poJec p1meo .darEARS did no% h.. enfrlolnt foi e o pay t_ -tb .ortet. wre recet"l. SARW- tntatned prices on saj 
Vh'a t offar _oAsr,- ORG ha. not yet ... a h oeqfttlyth.. ae t t o _.. of 	 r . ft % 

0 



ACTIVE AID-FUNDED CONTRACTS IN SYRIA 

($000 as of 3/31/83) 

Loans 

Date of! 
/ 

Contract Amount 

Project 
No. and Title Contractor/Supplier 

AID 
Commitment 

PeAount Disbursed 
03/31/83 Contract Prpose 

276-0017 

Lattakia - Tartous Highway Lyon Associates. Inc. 6/25/796707Whltstan6707 Whitestone Rd. 
5,022Rd.and 

1,924 
1ide 

To provide architectural 
a ri eengineering services 

for the construction of 

Baltimor_, Maryland 21207 the Lattakra-tartous 

Highway. 

O0 



ACTIVEAID-FUNDEDCONTRACTSIN SYRIA
 

($000as of 3131/83) 

Loans 

ProjectPoject 
n. and Title Contractor/Suplier 

Dateof?
/ 

AID 
Commitment 

Contract 
Amount 

Amount 
Disburscd 
03/31/83 ContractPurpose 

276-0018RuralElectrification GilbertAssociates,Inc. 
MorgantownRoad 
GreenSills,Reading. 
Pennsylvania19603 

Contractsigned 
3/31/79 
2/ZR/so 

5,269 4,097 Toprovidearchitecturaland 
engineeringservicesfor the 
constructionof ruralelec
trificationsystem. 

SouthernWoodPiedmontCo. 
PostOfficeBox 5447 
Spartanburg,S.C.29304 

11/30/80 
IFBissued3/29/81 

16,285 12,344 In importwoodenpolesfor 
ruralelectrification 
syste.
system. 

SouthwireCo. 
Carrollton,GA. 30117 

11/30/80 
IF8 issued3/29/81 

2.139 1.849 Tu importbareconductor 
for ruralelectrification 

ALCOAConductorInternational11/30/80
510One AlleghenySquare IFB issued312/81
Pittsburgh,PA. 15212 

2,394 
system. 

To importinsulatedcon
ductorfor ruralelectri
ficationsystem. CD00 

JoslynManufacturing& Supply11/30/80 
COpAny IFBissued3/29/819200 5. Fulberton Avenuesytm 

954 To import hardware for 

ruralelectrification 

PostOfficeBox 368 system. 
FranklinPark.I11.60137 

A. 8. Chance,Inc. 
720 N. AllenStreet 

11130/80 
IFS issued3.19/81 

208 To importhardwarefor 
ruralelectrification 
system. 

NenWorldResearch 
One.WorldTradeCenter 

IFS issued3/29/81 808 To importhardwarefor rural 

Suite1717 electrificationsystem. 
New York,New York10048 
Centralia,Mo. 65240 

276-0024ProvincialWaterSupplySystems SyrianConstruction 
Contractors 

7122/80to 
8/18/801/ 

16,104 1,728 Toprovideconstruction 
of provincialwatersupply 
systemson a reimbursable 
basis. 



ACTIVE AID-FUNDED CONTRACTS IN SYRIA
 
($000 as of 3/31/83)
 

Loans
 

Date ofg/ Contract Amount
 

AID Amount Disbursed
 

No. and Title 	 Contractor/Supplier Coamitment 03/31/83 Contract Purpose
 
Project 


276-0033
 
Rural Roads Syrian Construction 818180 to!/ 2.490 To provide construction
 

Contractors 11/26/80 12.641 of rural roads on a
 
reimbursement basis.
 

276-O35	 3
 
Rural Schools 	 Syrian Construction 9/5/80 to / To provide construction of
 

Contractors 2/3/81 9.633 
 5.505 	 rural schools on a
 
reimbursement basis.
 

276-0036
 
tDevelopmnentImports II (tIP)
 

Energy Efficiency Systems 10/16/79 535 496 
 To import. install and
 
187-B N. Orangethorpe Ave. 
 provide training services
 

Placenta. California 92670 for air quality/pollution
 
control monitorian aquip
went for the Meteorology
 
Dept.
 

Penske Power Systems 2/10/81 5,6771/ 	 To import five mobile gas
 
turbines for electricity
 
generation by the Minister
 
of Electricity.
 

s/Although the TO0 expired on 8/31/83. the
 

performance bond remains valid pending
 
completion of outstanding contractor.
 
obligations.
 

Footnotes:
 

I/ A contract was sigled with the University of Nebraska for implementation of this entire Title XII project. A solicitation for a
 

replacenent contractor to implement the second phase was Issued February 26. 1981.
 

/ 	 Coaniitr nt date is defi ed a. the date an IFB was issued or contracts oere signed. In soe cases contract dates were not readily 

available. In these cases the dates of issuance of Letters of Conmitnent (L cin)against contracts was used. The L/Com data Is always 

after the date of the contract. On loans for rural schools, rural roads. a-mdprovincial water, dates of AID approval and authorization to
 

the Syrian Goer-cnt to enter 'nto construction were used as comltwent dates as earlier agreed with Congress.
 

Dates Vn whih AID approe-d the designs and authorled the Syrian Governnent to enter into construction contracts.
3/ 


For Daascus Water Supply I Project (,76-0003). the contracts fnr ripe. fittings and hardware, and construction equipment. whose combined
 

value tota;i $30.1 million. were financed by comienrcialletters of credit issued by the Syrian Ara. Republic Government utilizing its own
 

forewin exchange. 


4/ 


AID reimbursement to the SARG Is on a modified fixed amount reimbarseient based on construction progress of the water
 

system.
 



APPENDIX 20 

BIOGRAPHIES OF WITNESSES 

NICHOLAs A. VEIIOTES 
Nicholas A. Veliotes was sworn in as Assistant Secretary of State for Near Eastern and South Asian Affairs on May 21, 1981. Prior to this appointment, he hadserved since 1978 as United States Ambassador to Jordan.
Mr. Veliotes, a career Foreign Service Officer, was born on October 28, 1928 inOakland, California. ie received Bachelors and Masters degrees from the University of California at Berkeley and served in the United States Arny from 19.1; to 19,18.

He joined the Foreign Service in March, 1955.
Mr. Veliotes has served overseas as Deputy Chief of Mission in Tel Aviv (1973-75)and earlier in a variety of positions in Vientiane, New Delhi, Rome and Naples. Inthe Department, he has held the positions of Deputy Assistant Secretary for NearEastern and South Asian Affairs (1977-78, Deputy Director of the Policy PlanningStaff' (1971-77), and as Special Assistant to the Deputy Secretary of State (1970-73).Mr. Velictes was selected as a Woodrow Wilson Fellow at Princeton University in 

1969.
 
Mr. Veliotes is married to the former Patricia Nolan. They have two sons. 

COL. IIOMER D. McKALJ, 
Col. Homer D. McKalip Asiahas served as the Chief' of the Middle East/SouthDivision of the Defense Security Assi.tance Agency since August 1980. In this position, he is responsible for U.S. security assistance within an area extending from 

Egypt to Bangladesh.
Colonel McKalip received a Bachelor of Arts degree from the Pennsylvania StateUniversity and a Master of Int-national Affairs from the George Washington University. He is a graduate of the U.S. Army Command and Staff' College and the Na

tional War College.
An armor officer, Colonel McKalip has served with tank and reconnaissance unitsin the United States and Europe. In addition to his present duties, he has had previous security assistance assignments in Vietnam, in Iran, and on the staff of the U.S. 

Army Chief of Staff. 

RUSSELL MISHELOFF 
1. PresentPosition 

Director, Office of European Affairs;
 
Bureau for the Near East; and
 
Agency for International Development.
 

2 Previous Positions 
Numerous positions in A.I.D.'s Bureaus for the Near

East, Africa and Latin America serving in Washington and overseas; and

Peace Corps Volunteers in Ethiopia.
 

d. Education 
M.A.in Economics, American University, 1973;
M.A. in International Relations, University of Pennsylvania, 1962;
B.A. in Economics, University of Michigan, 1961. 

(6;87)
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W. ANTOINErrE FORD 

W. Antoinette (Toni) Ford is the Assistant Administrator for the Near East in the 
Agency for International Development (AID). 

Ms. Ford, nominated by President Reagan and confirmed by the U.S. Senate, ad
ministers AID programs that provide economic and humanitarian assistance to 
Egypt, Israel, Jordan, Turkey, Cyprus, Morocco, Oman, Syria, Portugal, Tunisia, 
Yemen, Italy and Lebanon. 

Ms. Ford worked for General Motors first as a corporation manager for career 
planning and managerial recruiting in Detroit and later as manufacturing superin
tendent for the Fisher Body Division, where she had full responsibility for a $60 mil
lion production facility.

White House Fellow and a special assistant to Secretary of theIn 1971 she was a 
the, 11nited States it)TIreasurV -John Connallv. In that capacitV, she r')rv'. 'ltv(d 

South Asia, Japan and Africa. She also was elected as a delegate to the Internation
al Peace Academy in Helsinki, Finland, in 1972. 

From 1973, to 1975 she was a City Councilwoman for Washington, D.C. President 

Gerald Ford appointed Ms. Ford to the Presidential Clemency Board in 1975 and in 
Federal Contract Compli1976 she was designated deputy director of the Office of 

ance Programs. 
in Philadel-Ms. Ford received her bachelor's degree from Chestnut llill Collegc 

at American University. Shephia, Pennsylvania, and did graduate study ii,biology 

was a Fellow at IHarvard University's Institute of Politics and performed research at
 

the Harvard Business School.
 
Ms. Ford has been a National 
Science Foundation Fellow at Stanford University, 

where she studied biological oceanography. She worked as a oceanographer for the 

U.S. Navy Department and for Ogden Corporation before her assignment as a White 

House Fellow. Ms. Ford was a member of the American Council of, Young Political
 

Leaders delegation to the Soviet Union in 1971 and chaired the delegation's confer
ence on the uses of communication technology. Ms. Ford was also a member of the
 
State l)epartment's Threshold Review 
 Panel, which recommends foreign service 

junior officers for career status and tenue. 
Ms. Ford has received numerous awards, including the United Nations Associ

ation Service Award for humanitarian service in 1976. 
She is married to Melvin Ford and they have a daughter, Regan. 

MAJ. GEN. RICiHAiDO V. SE:Coito 

Maj Gen. Richard V. Secord is deputy assistant secretary of Defense for interna-
South Asia affairs), Washington, D.C.tional security affairs (Near East, Africa and 

193,2, in La Rue, Ohio, and graduated from highGeneral Secord was born July 6, 
school in Columbus, Ohio, in 1950. Ile entered the U.S. Military Academy, West 

aPoint N.Y., in 1951, and graduated in 195:, with a bachelor of science degree and 
commission in the U.S. Air Force. le received a master of science degree in interna
tional affairs from The George Washington University, Washington, D.C., in 1972. 

and Staff College at Maxwell Air ForceHe is also a graduate of the Air Command 
Base, Ala., and the Naval War College, Newport, 11.1. 

He entered pilot training at Marianna, Fla., after graduation from the academy, 
and received his pilot wings in August 1956 at Greenville Air Force Base, Miss. Ile 

then se:-.ed m; an i.istrurtor pilot in single-engine jet basic pilot training from 1956 

at Laredo Air Force Base, Texas. From 1959 until 1961, General Secorduntil 1959 
a flight instructor and operations officer at Tinker Air Force Base,was assigned as 

Okla., flying jet trainers and transports including T-3Tis, U-3s, C-'As and C-97s. 

In August 1961 he was selected to serve with a special volunteer tactical organiza

tion which was formed at Hurlburt Field, Fla. He remained with this unit, later 
as the 1st Air Commando Wing, until 1965. During this four-year assigndesignated 

ment General Secord had numerous extended temporary duty tours in overseas 
he was assigned as an adviser to the Republic of Vietnam,areas. In March 1962 

time he logged more than 200flying Vietnamese air force AT-28s, during which 
combat missions. Beginning in January 1963 he served for six months in Iran work

the Iranian air force as an adviser on air-ground operations. Generaling with 
Secord again was assigned on temporary duty tours in Iran from ,January to May 

1964 and from January until March 1965, working on joint operations. 
The general then served as chief of the Tactical Operations Division, 1st Air Com

1965 when he entered the Air Command and Staff College.mando Wing, until Ju!y 
air oper-After graduation in 1966, he returned to the Republic of Vietnam as an 

ations officer in Saigon. Transferring to Udorn Royal Thai Air Force Base, Thai
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land, in August 1966, he served as an air adviser until August 1968. He flew 285
combat missions while serving in Southeast Asia.From September 1968 to November 1969, Gener;I Secord was assigned to EglinAir Force Base, Fla., as assistant deputy chief of staff for operations, U.S. Air ForceSpecial Operations Force, Tactical Air Command. IHe then took command of the603rd Special Operations Squadron at lHurlburt Field, flying A-3713's. He served assquadron commander until 1971 when he entered the Naval War College.After graduation from the Naval War College in June 1972, General Secord wasassigned as a staff assistant in the Office of the Secretary of Defense, Washington,D.C. His duties included serving as desk officer for Laos, Thailand and Vietnamunder the assistant secretary of Defense for international security affairs. In July1973 he assumed the position of executive assistant to the director, Defense Security
Assistance Agency, under the secretary of Defense.In March 1975 General Secord was named deputy commander for operations, 29thFlying Training Wind, Craig Air Force Base, Ala. In this position he was responsiblefor pilot training in T '17s and T-38s in three squardrons.

General Secord was appointed chief, Air Force Section, Military Assistance Advisory Group, Iran, in September 1975. While there he acted as chief adviser to thecommander in chief of the Iranian air force, and managed all U.S. Air Force pro.grams in Iran as well as some Army and Navy security assistance programs.Following his return to the United States in July 1978, he was appointed directo.of military assistance and sales, Office of the Deputy Chief of .t~df, Logistics andEngineering, Headquarters U.S. Air Force, Washington, D.C. In January 1.979 General Secord was named director of international programs, ()lfir, of the DeputyChief of Staff for Programs and Evaluation. He assumed his current duties in April
1981. 

General Secord is a command pilot with more than 4,500 flying hours. His military decorations and awards include the Distinguished Service Medal, Legion ofMerit, Distinguished Flying Cross, Meritorious Service Medal, Air Medal with twooak leaf clusters, Air Force Commendation Medal, Republic of Thailand Most Exalted Order of the White Elephant and Republic of Korea Order of National Security
Merit Cheonsu Medal.

He was promoted to major general May 1, 1980, with date of rank July 1, 1976.General Secord is married to the former Jo Ann Gibson of Oklahoma City. Theyhave three children: Julie, John and Laura. His hometown is Fort Walton Beach,
Fla. 

LT. GEN. Pii.iii C. GAST 
Lt. Gen. Philip C. Gast is director, Defense Security Assistance Agency, Office ofthe Secretary of Defense, Washington, D.C.
General Gast was born Jan. 9, 1930, in Philadelphis; Mo., and graduated from Emerson-Philadelphia High School in 19,8. He received a bachelor of science degreefrom the University of Missouri in 1952 and was commissioned a second lieutenant
through the Air Force Reserve Officers Training Corps program. General Gast
graduated from Squadron officer School in 1957, at Maxwell Air Force Base, Ala. Hereceived a master's degree in military science through the Army Command and
General Staff College, Fort Leavenworth, Kan., in 1965, and completed the National
War college, Fort Lesley J. McNair, Washington, D.C., in 1970.
He entered active duty in August 19 2 ar.d completed pilot training at James Connally Air Force Base, Texas, in December 1953. In April 1954, after gunnery training at Williams and Luke Air Force Bases, Ariz., he went to Turner Air Force Base,Ga., where he was assigned as an F-84 pilot in the 31st Fighter-Bomber Wing.In April 1955 he transferred to Larson Air Force Base, Wash., as an RF-84F pilotwith the 71st Strategic Fighter Reconnaissance Wing. From April to July 1957, heattended Squadron Officer School He next was assigned to Bergstrom Air ForceBase, Texas, and flew F-84s for the 12th Tactical Fighter Wing and F-101s in the27th Tactical Fighter Wing. In January 1959 he began a tour of duty with the 81stTactical Fighter Wing at Royal Air Force Station Bentwaters, England, again flying

F-10is. 
General Gast returned to the United States in March 1962 and was assigned toGeorge Air Force Base, Calif., as an F-105 pilot in the 355th Tactical Fighter Wingand became chief, wing standardizatiop and evaluation. Following completion of theArmy Command and General Staff College in June 1965, General Gast was assignedto Headquarters Tactical Air Command, Langley Air Force Base, Va., as chief of thecommand briefing team and later as chief, Fighter Commitments Branch. 



690
 

From July 1966 to January 1967, during the Vietnam War, he w'ts assigned to the 
operations staff, 355th Tactical Fighter Wing and later became commander of the 
354th Tactical Fighter Squadron, Takhli Royal Thai Air Force Base, Thailand. Gen
eral Gast completed 114 combat missions, 101 of which were flown over North Viet
nam. He is credited with destroying one MiG-17. 

He was next assigned to Hahn Air Base, Germany, in July 1967 as operations offi
cer of the F-4 equipped 10th Tactical Fighter Squadron. lie became squadron com
mander in November 1967. 

Following graduation from the National War College in June 1970, the general 
was assigned to Headquarters U.S. Air Force, Washington, D.C., as an executive offi
cu:r to the Air Force vice chief of staff. In April 1971 he became deputy director of 
doctrine, concepts and objectives in the Office of' the Deputy Chief of'Staff for Plans 
and Operations. 

General Gast was named vice commander of the 12th Flying Training Wing, Ran
dolph Air Force Base, Texas, in July 1972. lie then served as commander of' the 
3550th (redesignated the 38th) Flying Training Wing, Moody Air Force Base, Ga., 
from August 1973 to April 1975. 
He became vice commander, San Antonio Air Logistics Center, Kelly Air Force 

Base, Texas, in April 1975. In December 1976 he transferreI to Wright-Patterson 
Air Force Base, Ohio, where he served as as'istant for international logistics, Air 
Force Logistics Command, until June 1977 when he became the command's chief of 
staff. 

From November 1977 to October 1979, General Gast served as chief, Military As
sistance Advisory Group, Iran. In November 1979 he returned to the United States 
as assistant for readiness at Tactical Air Command headquarters, and in March 
1980 became the command's vice commander. In July 1980 he was named director 
for operations, Joint Staff, Organization of the Joint Chiefs of Staff, Washington, 
D.C. lie assumed his present duties in August 1982. 

He is a command pilot with more than 4,150 flying hours. His military decora
tions and awards include the Defense Distinguished Service Medal with one oak leaf 
cluster, Silver Star with one oak leaf cluster, Legion of Merit with one oak leaf clus
ter, Distinguished Flying Cross with three oak leaf clusters, Bronze Star Medal, 
Meritorious Service Medal, Air Medal with 10 oak leaf clusters and Air Force Com
mendation Medal. 

He was promoted to lieutenant general March 1, 1980, with same date of rank. 
General Gast is married to the former Kay Martin of' Menlo Park, Calif. They 

have three children: Tracy, Philip II and Mark. His hometown is Ewing, Mo. 

JAMES A. PI.ACKI: 

Born: June 14, 1935 at Grand Island, Nebraska. 
Education: Graduated from University of Nebraska- B.S. in Business Administra

tion-1957; M.A. in Economics-1959. 
Professional: Entered the Foreign Service in September 1958. From 1959 to 1971, 

Mr. Placke served mainly as an economic specialist on the staff of U.S. Embassies in 
Iraq, Kuwait and Libya, and also completed Arabic language training at Beirut, 
Lebanon. He received the State Department's Meritorious llonor Award in 1969 and 
again in 1971 for his work on petroleum and financial matters. 

While assigned to the State Department from 1971 to 1976, Mr. Placke served as a 
Foreign Service Inspector and as Director of the Department's Office of Food Policy. 
In this capacity, he was a member of the U.S. delegation to the World Food Confer
ence in 1974. He was assigned to the Embassy at Ottawa, Canada, as Counselor for 
Economic and Commercial Affairs in 1977 and from there to the Embassy at Jidda, 
Saudi Arabia, as Deputy Chief of Mission in 1979. 

Returning to Washington in August 1982, he is serving as a Deputy Assistant Sec
retary in the State Department's Bureau of Near Eastern and South Asian Affairs, 
where he is responsible for overseeing economic matters in that region and also for 
general relations with the states of the Persian Gulf area. 

CHARLES; W. JOHNSON 

Charles W. Johnson has served as the Director, Office of Development Planning, 
Near East Bureau in the Agency for International Development since December, 
1981. He was commissioned in the Senior Foreign Service with the rank of Counsel
or in February, 1982. Previously, he served as Deputy Director, Office of Develop
ment Planning in the Asia Bureau (1978-81), Program Officer in the USAiD Mis
sion in Bangladesh (1976-1978), Deputy Program Officer in the USAID Mission to 
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Afghanistan (1973-1976), Assistant Program Officer in the USAID Mission to Ethio
pia (1968-1972), and Assistant Desk Officer for Somalia in the Africa Bureau in 
A.I.D. (1967-1968). Prior to joining A.I.D. in 1967 as a Management Intern, Mr.
Johnson was a Peace Corps Volunteer in rural Ethiopia (1964-1966) and a budget
analyst for the City of Los Angeles (1963-64). Born in California on February ',
1941, Mr. Johnson attended California State University Los Angeles (B.A.) and the 
University of California at Los Angeles (M.A.). 1-e and his wife, the former Patricia 
McHale, have two children, Juliet Elizabeth and Gregory Charles. 

DAvuD A. SANTOS, JR. 

David A. Santos, Jr., of Washington, D.C., born Plymouth, Massachusetts, 1935;
educated in the public schools of Plymouth, Massachusetts; received BS degree Holy
Cross College, Worcester, Massachusetts, 1957; MA degree Indiana University,
Bloomington, 1960; U.S. Civil Service Commission 1961-63; Agency for International 
Development 1963 to present; Director, Office of American Schools and Hospitals
Abroad, 1978 to present; married former Carol M. Connelly, 1965. 

NABEEaI E. III.AIIY 

Najeeb E. lialaby is President of Halaby International Corporation, a firm en
gaged in development and finance in the Eastern Iemisphere. He was formerly
Chief Executive Officer of Pan American Worl-I Airways (1969-72), and he served
President Kennedy as Federal Aviation Adminisirator. Previously, he served Presi
dent Truman and Secretary Forrestal as a Defense .4 ffairs Advisor during formation 
of NATO and the Mutual I)efense Aid 'rogram. anld I'residehnt Eisminhlower as 
Deputy Assistant Secretary of Defense for International Security Affairs. 

Mr. Halaby is Chairman of the Board of Trustees of the American University of 
(B-irut, and is its first chairman of leban's- heritage. lie is a Fellow of the Ameri
can Institute of Aeronautics and Astronautics and also serves on the Boards of the
Aspen Institute for Humanistic Studies, Business Council for International Under
standing, Colorado State University, and Eisenhower Exchange Fellowships. lie is a
Director of BankAmerica Corporation, International Information Services Co., Lt'. 
(Chairman), Inter-Asia Management Co., Ltd, and Menlo Financial Corporation He 
is a graduate of Stanford University (AB 1937) and the University of Michigan and 
Yale Law School (LLB 1940). lie holds honarary degrees from Alleghb-. College and 
Loyola University. His publications include "'Crosswinds", 'he First 410Years ofJet Aviation', and numerous articles on civil aviation and the Middle East. 

MA.:OI.M 1I. KERR 

Malcolm IH.Kerr is the ninth President of the American University of Beirut. For
the 20 years preceding his 1982 appointment as President, he was professor of politi
cal science at the University of California at Los Angeles, and had served for sever
al years as a trustee of AUB. lIe was born in 1931 in Beirut, where his father, the 
late professor Stanley Kerr, taught bio-chemistry at the university for :36 years.

Dr. Kerr earned his BA at Princeton, obtained his MA in Arab Studies from AUB, 
and received his PhD in international relations from J,hns Hopkins in 1958. He 
taught at AU13 from 1958 to 1961 and again from 1965 to 1966. Fluent in Arabic, Dr. 
Kerr is an authority on Middle Eastern Affairs and was director of the University
of California's G.E. von Grunebaum Center for Near Eastern Studies from 1977 to
1979. He had previously served as dean of UCLA's division of social sciences. Dr. 
Kerr is the author of numerous books and articles on the Middle East. 

BERNICE TANNENBAUM 

Bernice Tani:,mhaum is the immediate past president of Hiadassah, the Women's 
Zionist Organization of America, which is the largest women's volunteer organzia
tion in the United States. With over 370,000 members, Iladassah is also the largest
Jewish organization in the country and the largest Zionist organization in the
world. She is now chairman of the Hadassah Medical Organization which includes 
the HIadassah-l-Iebrew University Medical Center in Jerusalem, and a network of 
clinics as well as full partnership with the Hebrew University in various schools of 
medicine, health and nursing. 
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Mrs. Tannonbaum, a life-long Zionist, was elected chairman of the American Sec
tion of the World Zionist Organization at the World Zionist Congress held in Jerusa
lem in December 1982. She is a member of the Board of Governors of the ,Jewish 
Agency, a member of its Assembly, and a member of the Conference of Pres;dents of 
Major American Jewish Organizations. 

Mrs. Tannenbaum is the co-president of' the World Confederation of United Zion
ists, as well as a member of the Executive of the American Zionist Federation. 

She is national vice-president of AIPAC (American Israel Public Affairs Commit
tee). 

She is a member of the executive bodies of the National Conference for Soviet 
Jewry; the World Jewish Congress-North American and American Sections, and 
chairman of its International Affairs Commission; a member of the Board of )irec
tors of the -Jewish 'l'elegraphic Agency; a member of the Board of Governors of the 
Ilebrew University and of the United Israel Appeal. She has been an official dele
gate to the Board of Governors of the World Jewish Congress at meetings held in 
Geneva, Amsterdam, Washington, I).C., and Jerusalem. 

She is a member of Mayor Koch's Ilolocaust Commission for the City of New 
York, and a member of the Arerican lolocaust Com mission, headed by the lion. 
Arthur Goldberg. 

Since she joined Ifadassah in 9.10, she has held a variety of positions on the 
Chapter, Region and National levels, as National Vice President, National HtMO 
Funaraising Chairman, Ya'al Liaision, Zionist Affairs and Youth Aliyah chairman. 
She was a io National Secretary and National Iembership chairman. She was 
chairman of Iladassah's tribute to Israel's 20th Anniversary and (if the first Ifadas
sah Mid-Winter Conh.'rer,:e ever to be held in Israel. And in 192-83 she was chair
man of Iladassah's 70th Anniversary Committee. 

She was instrumental in founding the Kew ;ardens Chapter of ltadassah in 19.11. 
In 1918 she was one of the organizers (if the Long Island Region and in 195.1 she 
became its president. She later hellp,ed to creat(- tie Nassau-Siffolk Regions of la
dassah, off-shoots of the former ILng Island Region. 

In 1951, in recognition of her ability as a speakeor, she was sent to Israel by Na
tional Iladassah as its Speaker's Bureau Fellow-of-the-Year. Mrs Tannenbaum has 
been a member of the National Board of' lfadassaih since 1951. In 19.57 she became 
National Chairmtin for Junior Iladassah and it was during her chairmanship that 
Junior Itadassah became a department of National Iladassah. In 19l1 she was ap
pointed chairman of I tadassah's Press, {aio/TV I)'- pri i ent. Mrs. Tannenbaum 
served as co-chairman of fladassah's National Convotiions in 1962 and 193;,. In 
1969, as Youth Aliyah chairman, she coordinated an Intratitnal Specialists Semi
oar (ionGroup Care., co-sponsored by Youth Aliyah and Iladassah in ,Jerusalem. 

Ms. Tannenbaun made her first trip to Israel in 1950. She has been a del-gate to 
seven World Zionist Congresses. She has made more than 50 visits to Israel over 
these yea:-s; she was delegate to the Sixth Plenary Assern,: of the World Jewish 
Congress in Jerusalem, February, 197.- and to the Asst-rnblies of the Jewish Agency 
in 1975, 1976, 1977, 1978, 1979, 1980 and 1981 

Mrs. Tannenbaum was a delegat,- represe nting Iladassah and the World Jewish 
Congress to the U.N. Mid-DecaedoCon forence on Wornen held in Copeinfagor in 
1980. 

She participa ted in the rededication (if the Itadassah University Ilospital, Mount 
Scopus in October, 1M975 and the )ouble Dedication ceremonies of tle I ad assah-
Itebrew U niversity Medical Center of the Guggenheirt Rehabilitation Pavilion on 
Mount Scopus, and the Ulmann Building for Cancer and Allied Diseases at Ein 
Karem in June, 1976. 

Mrs. Tannenbaurn served as co-editor of 7'7w Ihaodssh dea, the handbook on Ila
dassah which is widely usod by I ladassah leaders throughout the country. 

A woman of broad irterests, Mrs. Tannenbaum has served over the year as Gen
eral Chairman of the IUJA's Queens Women's D~ivision, a member (tf the New York 
an(d National UJA Advisory Boards, chairman of the long Island Women's Division 
of Bonds for Israel, Social Actions chairman of her local sisterhood. She was also 
active in the P.T.A., Jewish Community Council, and the United lospital Fund 
Drive it her community as well as many other ad-hoc committees and commissions 
set up to benefit the general and Jewish communities. 

Mrs. Tannenbaum has acted as Confeirence Advisor to almost all Regions of IIta
dassah. Mr. and Mrs. Tanneariium ;ire Founders of the Illadassah-Ilebrew Universi
ty Medical Center, both at Ein Karem, and at Mount Scopus and are members of 
the society of Major Donors of I ladassah. 
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Mrs. Tannenbaum was born in Brooklyn, N.Y., and received her B.A. Degree in 
English and Art from Brooklyn College. 

THOMAs A. )INE 

Thomas A. Dine, an expert on American foreign and defense policy, has been Executive Director of the American Israel Public Affairs Committee since October
1980. In February 1982, he was cited by Washingtonian magazine as being one of
the 100 most influential people in Washington. In March 1983, he was appointed by
the Administration, along with 1.1 other distinguished citizens, to be a public
member of the Commission on loreign Security and Economic Assistance.

Mr. Dine's previous 10-year Senate experience includes: deputy foreign policy ad
visor to Senator Edward M. Kennedy; SALIT advisor to Senator Edmund Muskie; di
rector of the nat,,-nal security staft of the Se.nate Special ('ommittee on National
Emergencies and I),legated Emergency Powers; legislative assistance for foreign af 
fairs to Senator Frank Church.
 

iis articles regularly appear 
 in various public aflairs journals, the Washington
Post, New York Times, a nd other newspapers. As a senior fellow at tie Brookings
Institution, Mr. Dine co-authored the 1979 chapter on the detnse budget in SettingNational Priorities. In 1974-1975, he held fellowships at Ilarvard University's Ken
nedy Institute of Politics, the Center for International Affairs, and the Program for
Science and International Aff-iirs. 

Before coming to Capitol IIill, Mr. )ine served as personal assistant to Ambassa
dor Chester Bowles at the American Embassy in New l)elhi, India. lIe was U.S.Peace Corps congressional liaison and before that a Peace Corps volunteer in the 
Philippines from 1962-19;4


Born in Cincinnati in 19.10, Mr. Dine has a B.A. from 
 Colgate University and an
M.A. from the University of California in South Asian history. 

I)oi (;tAS M. IBL.OOMFIEILt 
Douglas M. Bloomfield is Legislative I)irector of the American Israel Public Af

fairs Committe. 
lie Joined AII'A(' after iiine years as a senior legislative assistant to Congressman

Benjamin S. Rosenthai of New York. Prior to tfat, hIe was a legislative assistant
and speech writer for Senator H ubert 11. Ilumph rey. Mr. Bloomlield has played aleading role in the major legislative aInd other Congressional initiatives affecting
Israel and Soviet Jewry.

Mr. Illoomfield holds BA and MA degrees from Ohie State University, where lie
also did post-graduate study in legislative governnerit. Ile was t he recipient of feid
lowships from the Ford Fojndation to legislative governent, the Washington Jour
nalism Center, an d the American Political Science Association Congressional FeI
lowship and the Van ILeer -Jerusalem Found ation. 
Prior to coriing to Washington,Mr. Bloomfield w s on the editorial staf of the (Chleveland(Ohio)IIain I)ealer andtaught college journalism courses. IIis articles have appeared in a variety of publica
tions.
 

AIPAC is the only registered lobbying group which works 
on behalf of legislation
and other Congressional action affecting Israel. It is also active in other publicaction in Washington to improi the friendship and cooperation between the United
 
States and Israel.
 

ROBEiT A. BASiH
 
Robert A. Basil is 
 the founder and president of' Robert Basil International, Inc.

(RBIt, a high technology inte-national consulting firm with major corporate clients 
in the U.S., Canada and Euro... 

Mr. Basil served from 1971 t: rough 1977 as a senior Pentagon official in NATO,
Middle East and Far East affairs. tIC served six years as a principal member of theMiddle East Task Group responsible to the Secretary of' Defense for Middle East de
cisions and actions. Spe 'ically, Mr. Basil was responsible for all international R&D 
procurement, technolo,, transfer, foreign military sales, East-West trade andCOCOM and technical military positions for 1)O1) and interagency grous. In addi
tion, he interfaced with the White Ilouse; Congress; )epartments of State; Com
merce and Treasury; NASA and senoir officials throughout the world. 

Some major accomplishments were: 
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Author and major architect of NATO RSI, thus initiating policies of international 
cooperation in R&D and production for increased NATO military and industrial ca
pability. 

DOD positions ofn East-W.est Trade, COCOM, technology transfer and control. 
Interagency techno-military positions on ha-dware and technology release in 

Middle East. 
Interagency techno-milio-ry position on hardware and technology release in 

NATO-Warsaw Pact context. 
4100 Data Exchange Agreements, Memoranda of Understanding and Protocols 

with foreign countries around the world, including the U.S.S.R. 
Approval of all FMS, international co-production and licensing agreements. 
DOD policy on international transfer of R&D and production technology consist

ent with national economic, technological, political and military objectives. 
Intt-rface with many Ministries of Defense and Foreign Ministries around the 

world. 
Frum 195,1 to 1971, Mr. Basil served in senior management positions with Hughes 

Aircraft Company and Rockwell International in missile, avionics, and reconrais
sance and strategic programs. 

As President and chairman of the Board of the American Lebanese Leagtue, Mr. 
Basil has met with tw,, U.S. Presidents and Vice Presidents, several top foreign offi
cials and His Holiness Pope John Paul il. Mr. Basil has testified before Congress on 
sixteen different occasions daring the past Five years on Lebanon and U.S. policy. 
Mr. Basil has had close personal relations with the late President-Elect of Lebanon, 
Bashir Gemayel, and with his brother, now Lebanese President Amin Gemayel. 

Mr. Basil is a graduate of West Point. Further, he has done graduate work in 
physics and mathematics at the University of California and the University of New 
Mexico. 

Married to the former Labibe Sissi, Mr. Basil is the father of three boys-Bobby, 
"J.J" and Phillip. 

DAVID ,J. SAnD 

Mr. Sadd was appointed Executive Director of the National Association of Arab 
Americans in October, 1980. Hle had previously served the organization as Treasurer 
and member of the Board of Directors and the Executive Commi'tee. lie has had 
extensive involvement with Middle East issues and with Arab-American relations. 

Education: U.S. Naval Academy, BS in Naval Science, Minor in Electrical Engi
neering; George Washington University, MBA Finance & Investment/International 
Business. 

Background: Served ,as a U.S. Naval Oflicer from 1966 to 1969. From 1969 to 1980, 
Mr. Sadd .vas associated with prominent Wall Street firms representing them in 
various investment banking and securities trading capacities. Mr. Sadd has provided 
financial consultant services to governmental institutions. 

Misc: Serves on the Board of Directors of the American Near East Refugee Aid, 
the Industrial l)evelopment Financing Authority of Loudoun County, Virginia, and 
the Board of Gternors of the Army & Navy Club in Washington, D.C. 

Mr. Sadd is married with four .11children and resides in Virginia. 

JAWAD F. GEORGE 

EMPLOYMENT EXPERIENCE 

.January 1979-Present: Law offices of Jawad F. George, -5010 Wisconsin Ave., 
N.W., Washington, D.C. 2(0016, President. 

Responsibilities: Management and supervision of eight person staff involved with 
following types of legal representation: legal counsel to foreign sovereigns, interna
ti,"a-l law, general corporate, political consultation, administrative law, economic 
v elopment programs, and other representation of individuals and groups. 

August 1976-January 1979: Arnold & Porter, 12100 New lampshire Ave., N.W., 
Washington, D.C. 2003(, Associate. 

Responsibilities: Associate at major Washington, D.C., law firm; participated in 
major litigation in the following areas: antitrust, SEC, aviation, commercial arbitra
tion, employment discrimination; designed system to computerize factual back
ground information :n complex class action litigation; supervised other attorneys 
and paralegals. 
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March 1979-May 1979: Antioch School of Law, 1624 Crescent Place, N.W., Wash
ington, D.C. 20009, Adjunct Faculty.

Responsibilities: '[aught government internship seminar designed to integrate traditional legal education with actual practice in government legal offices.,January 1975-September 1975: Chief ,Justicv Warren Burger, United States Supreme Court, Washington, l).(., Judicial ntern and Research Associate.Responsibilities: E'xamined various aspects of judicial administration and fbrmulated alternatives for reform; monitored activities on Capitol Nill; speechv' riting;undertook major study of course offierings ofevery law school it] the country.
May 19 73-September 1972: Congressman Edward . Pat ten, Raybru IHOuse
n C')fliceBuilding, Washington, D.C'. 2051;5; Legislative Assistant.Responsibilities: Formulated legislative proposals; represente-d Convressman atvarious meetings; handle-d constituent responses.
•Januarv 1972-September 1972: Seraltor Edward Kennedy, Residence in Mclvan,

Virginia; personal aide
Responsibilities: landled rciived atconstit uerit respons1'., the, Senator's residence; assisted with social and pJlitical 'unctio.s cionducted;at Kennedy household. 

Juris Doctorate. Antioch School of Law, Washington, ).( 197 .Achievements: Received dr-signttion of "Ifolors on tpproxi iniately 91) per-ceitall classroom intl clinical work; of 
thesis: .he, l)omiro Theorv of le-gal Education," acoirnputerizi.d anal ' is of the- interrelarionship of the foilowing f;ictors: pire-lawschool grades ILSA T scores, chssroorn p.rforimince in law school, ability to pass abar examination, and basic lawvering competeicy; plubl, Id mate.rials on teachingparalegal basic law courses; "Who's Wh1o Arnong Law Stude-nts."

Majster of Science in Foreign S(ervice. Georg',town Ijiirrsity fradoate School,Washington, I), 1972. Major: niterniationial Law ;nd Orl)ganization.
Achievenents: Graduated with "Distinction"; rc.iced }fellowship to study it theBologna (triter of the School of Advanced Ilit.rnatioi;lI Studies, lologni, Italy; selected to participate in combni,+ undd'rgraduat.!grauate degree progrm; rlesignd
curriculum which included intorrnational law courses at 
(Gorgretown [Inice.rsity Law 

Center.
 
Bachelor of Science in Foreign Service. Georgetowrn Ufniversity School of Foreign
Service Washington, I).C., 1972. Major: lntfrotional E'conoric Affairs.

Achievements: |Jean's List; Preside-rit. (iorgtown iUniversitv Student Senate;School of Forign Service Ai.adimnic ('onutitln.e; "Who's Who Among Univrsity Stu

dents." 

.J4VI:s .1.Zo(;N 
James Zogby is the National Organizing I)irector of the American-Arab Anti-I)iscrimination Committee IA)C. lie also serve.s as the National Chairman of' the Pal

estine H uman Rights Campaign.

Married, with four children, 
 he is a native of' Utica, New York. Ife received hisPh. 1). in 1975 from Trniplfr University in Philadelphia in tIie area of' Islamic Studies, from the I)epartment of Religion- his dissertation on "Arabs in Israel". Ibe formerly held th, position of Associate Professor of' Ifistory and Philosophy at Ship

pensburg Stite (ol lege in Peris lnvania. Iis publications include th, nmonthlytine luman Rights Bullet in, and ilesnumrous articles arnd books on the lintfestirneQuestion and U.S. Middle East policy, including 'New Perspectivr's on PalestinianArabs and Israeli Jews,' and "Zionism and the b'robdrrn of Pallestinian uiuman 
Rights."

Dr. Zogby has been an invited speaker bitfrre a number of U.N. Confe rrnces bothin the U.S. and Europe, and has recently te.stifl ed -tobfrt' the, National Council ofChurches Middle East Pariel and Numerous Iouse arid S-tate Committoes. 

'I(A.Nr-:s E. N :r.y
 
Education: MA from the University of California at Herkrle:v.

Mr. Neely has served on the staff of the Friends Conmnittee on National Legislation for 23 years. IHer areas of responsibility have included military spending, inter

national development, and UN related issues. 
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PETER S. KOULCHAIAKOS 

The accomplishments and activities of Supreme President Peter S. Kouchalakos 
would easily fill the biograrhies of three active individuals. 

In addition to .A. and M.A. degrees from the Unversity of Miami, he has taken 
graduate course., at Peabody College, Atlantic University, and Chicago University's 
Kellogg Center. Until his retirement in 1979, Kouchalakos had spent 32 years as a 
teacher, coach, and administrator for the )ade County Public School System. He is 
also a licensed and registered psychologist in the Domestic Relations Court in 
Miami, FL. 

The Supreme President's AIHEPA actornplishments are equally impressive. In ad
dition to holding various chapter offices he servw on the District No. 2 L)dge for six 
yedrs, including two years as Governor lie has served as Supreme Governor, Trea
surer, Secretary, and Vice-President, was a inember of the Supreme Board of 'T'rust
ees for five years, and a six year mewber of the A!IEPA Educaional Foundation, 
including one year as Chairman. 

He has been elected Supreme Convention Chairman three times, and has attend
ed aver 15 District and Supreme Cnventions as a delegate. He neatly sums up his 
AHEPA activity by saying: "No matter whatever other activities I had going on in 
my life, my work for AHEPA always camie first." 

Brother Kouchalakos has also been deeply involved in various Miami commumity 
organizat ions. Ile has served on the Executive Committee of the Dade County 
March of' l)imes for ]I years, and presently serves (Jn the City Commissioners Advi
sory Board, the Dante Fascell U.S. Congress Acaden,y Ci-,il Service Board, Dade 
County Water and Sewer Board, and as Chairman of the Miami Reading Olympics 
Comtnittee. In 190) he was the U.S. Census )irector for Dade and Monroe Counties 
and was in charge of over 1,701) employees conducting the census. 

He and his wile, Penelope, are the parents of three children. 

PAul. BERNARD IIENZE 

Born in Minnesota in 1924. Entered U.S. Army at age of l and served three 
years in World War 1I, primarily in Europe. Earned BA from St. Olaf College in 
1948 (Summa cur Laude, History, Languages ) and MA from Harvard University in 
1950 (Russian Programi.

Spent 30 years in U.S. Government and government-related organizations, l:K0 
198(, including Radio Free Europe, Johns Hlopkins Operations Research Office, De
partment of Defense, U.S. Embassies in Addis Ababa and Ankara and National Se
curitv Council Staff (1977-91!0. 

Retired from U.S. Government December l90 and has since been active as busi
ness consultant aad free-lance journalist, contributing to the Christian Science Mon
itor, Wall Street Journal, Reader's Digest and other publications. 

Publictions include "Ethiopian Journeys" London, 1977) and numerous articles in 
scholarly journals and periodicais on Caucasus and Central Asia, Eastern Europe, 
Turkey, Ethiopia, archaeology, current affairs, travel, broadcasting and linguistics. 

During 1982. Fellow at the Woodrow Wilson Center for Scholar., at the Smithsoni
an Institution, Washington, D.C., working on project "The Superpowers and the 
Horn of Africa-Dilemmas and Challenges."

Currently Resident Consultant, RAND Corporation, Washington, D.C. 

EUGENE T. RossinI.s 

Eugene T. Rossides is a senior partner in the New Yotk and Washington law firm 
of Rogers & Wells. 

Mr. Rossi'les erveId as Assistant Secretarv of -he[Iiit'd States Treasury I e-part
ment from 1969 to 197:3. His responsibilities included direct supervision of the U.S. 
Customs Service, U.S. Secret Service Bureau of Alcohol, Tobacco & Firearms, 
Bureau of the Mint, Bureau of Engraving and Printing, Office of Tariff and Trade 
Affairs, Office of Foreign Assets Control, Office of Law Enforcement, Office of Oper
ations, and Consolidated Federal Law Enforcement Training Center, and policy 
guidance for Internal Revenue service law enforcement activities. 

Mr. Rossides was the customs, tarff and trade policy advisor to the Secretary of 
the Treasury and handled Treasury's relations with the Congress and with the 
other Executive Departments on those matters. He had final authority for Treas
ury's decisions under the customs and -elated laws including tariff clas, ifications 
and valuations, and the Antidumping and Countervailing Duty laws. He sapervised 
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U.S. relations with the Customs Cooperation Council (CCC), an international organi
zation of some 72 countries. He is the author of "U.S. Customs, Tariffs, and Trade," 
published by the Bureau of National Affairs in October, 1977, and Chief Editor of its 
"U.S. Import Weekly." 

Mr. Rossiles served as the law enforcement policy advisor to the Secretary of the 
Treasury. He served as United States Representative to INTERPOL (International 
Criminal Police Organization) from 1969 to January, 1973, and was one of the three 
Vice Presidents (1969-1971). 

In 1952 he served in the Rackets Bureau on the staff of New York County District 
Attorney Frank S. Hogan. In 1956-1958, he served as an Assistant Attorney Gener
al, New York, in the Bureau of Securities, appointed by the then Attorney General, 
Jacob '(. Javits. From 1958 to 1961, he served as Assistant to Treasury Under Secre
tary Fred C. Scribner, Jr., before returning to the practice of law. 

A native of New York, Mr. Rossides graduated from Erasmus 11lal High School 
and received his A.B. Degree from Columbia College ;n 1919 and his LL.B. Degree 
from Columbia Law School in 1952. 

In 1972, Mr. Rossides was awarded the Columbia University Medal for Excellence 
and was also given the Young Lawyer's Award by the Columbia Law School Alumni 
Association. 

In 137.4, he was chosen by the National Collegiate Athletic Association as one of 
five recipients of its Silver Anniversary Award. 

A member of the Greek Orthodox Church, Mr. Rossides served on its highest 
ruling body, the Archdiocesan Council, from 1969-1972. lie is a founding member 
and Chairman of toe American Ilellenic Institute, Inc., and Special Counsel to the 
American Hellenic Institute Public Affairs Committee, Inc. A former legal officer 
for the Air Materiel Command, U.S. Air Force (1952-1953), Mr. Rossides was presi
dent of the Judge Advocate General's New York Unit of the Reserve Officers' Asso
ciation. 

Mr. Rossides is married and has four children. 

RIcAnm) R. BUT 

Richard Burt was sworn in as Assistant Secretary of State for European Affairs in 
February 1983. 

From January 1981 through 1982, Mr. Burt served as Director of the Bureau of 
Politico-Military Affairs at the Department of State. Previously, he was the Nation
al Security Affairs Correspondent for the New York Times covering foreign policy
and defense issues in Washington. Mr. Burt has served as Assistant Director of the 
International Institute for Stragegic Studies in London; was a Research Associate at 
the International Institute for Strategic Studies; worked as an advanced research 
fellow at the U.S. Naval War College in Nwport. Rhode Island; and was an adviser 
on defense and arms control to the H-ouse of Representatives Republican Wednesday 
Group. 

Mr. Burt recieved ;, B.A. in Government (Honors Program) from Cornell Universi
ty in 1969, and an M.A. in International Relations from the Fletcher School of Law 
and Diplomacy at Tufts University in 1972. He is the author of many scholarly arti
cles on European security and strategic affairs. He was born in Sewell, Chile, on 
February 3, 1947 and currently resides in Washington, D.C. 

RICHARD N. PERLE 

Born: New York City, September 16, 1941. 
Education: B.A. (International Relations) University of Southern California, Los 

Angeles 1964; Honors Examinations, London School of Economics and Political Sci
ence, 1963; M.A. Princeton University, Department of Politics, 1967 

Fellowships: Princeton University, 1964, 1965, 1966; Ford Summer Fellowships, 
1964, 1965, 1966; Foreign Area Fellowship, (1967-68) Administered by Social Science 
Research Council and American Council of Learned Societies; and American-Scandi
navian Foundation fIlonorary Fellowl. 

Employment: March 1980-March 1981, Consultant; July 1972-March 1980, Profes
sional Staff Member, Senate Permanent Subcommittee on Investigations; Staff, Sub
committee on Arms Control, U.S. Senate, Committee on Armed Services; January-
June 1972, Staff, Senator Henry M. Jackson D., Washington); and October 1969-
January 1972, Member, Professional Staff, Subcommittee on National Security and 
International Operations, U.S. Senate, Washington, D.C. September-November 19619, 
Full-time Consultant, Special Assistant to the Secretary of Defense, Office of the 

18-51,1 0_83_1-i; 
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Secretary of Defense, Washington, D.C. (Paul Nitze). June-August 1969, Committee 
to Maintain a Prudent Defense Policy, Washington, D.C. (Under the Direction ofDean Acheson, Paul Nitze, and Albert Wohlstetter). Westinghouse Electric Corpora
tion, Defense and Space Center, Advanced Studies Group, Waltham, Massachusetts,
Octooer 19(7-March 1969, Consultant; March-June 1969, Senior Political Scientist.
Sandia Corporation, Albuquerque, New Mexico, September 19(6-October 1967, Consultant. Institute of Naval Studies, Center for Naval Analyses, Cambridge, Massa
chusetts, June 1965-December 1965, Professional Research Staff'. Research Assistant, Institute of Government and Public Affairs, University of Southern California,
Los Angeles, February 196.1-September 196-1. 

PUBIICATION AND RE:SEARC! P1'ItOj.ECrs 

"An Information System for Iousing Decisions, Research Memorandum 1:, Institute of Government and Public Affairs, University of California, Los Angeles, 1961. 
"Overseas Bases in American Defense Policy," Sandia Corporation, Albuquerque,

New Mexico, 196n,.
"Deterrence and Sub-Limited War" (joint authorshipi, Research Report CNA No.1.1, Center for Naval Analyses, Washington, D.C., 1966 (especially Annex 13," an

historical analysis of' post-war conflicts, 19.15-196-1. 
Miscellaneous Reports and Memoranda in connection with work on Committee to

Maintain a Prudent Defense Policy (see above:. 
Numerous speeches, reports, etc., for Senator Ilenrv M. -Jackson.
Lectures at numerous institutions including: Iarvard University, M.IT., Princeton University, University of Chicago, UCLA, Georgetown University, N.Y.U., Uni

versity of Colorado, etc. 
"Echos of the 19:,(s, Strategic Review," Winter 1979.
Memberships: International Institute for Strategic Studies, London; Council on 

Foreign Relations. 
Current: Assistant Secretary of Defense, International Security Policy. 

RoBER" If. PEIIET'I'I.REAL 
-

Ambassador Pelletreau was born in 'atchogue, New York, in 19,5. Ile attendedYale University (B.A. '571 and tHarvard Law School ILB '6;1. lIe is a member ofthe New York Bar Association and practiced with the firm of Chadbourne, Park,Whiteside and Wolfe before joining the United States Foreign Service in 1962. Ifis
diplomatic caroer has included service in seven Arab countries, most recently as the
United States Ambassador to Bahrain. Ie v-as Deputy Assistant Secretary of' Defense for the Middle East, South Asia and Africa prior to assuming current respon
sibilities in May 19S1. 

Ambassador I'elletreau is married and has three children. lIe currently lives in
Washington, D.C, 
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