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FOREIGN ASSISTANCE AND RELATED AGENCIES APPROPRIATIONS FOR FISCAL YEAR 1974
W ed nes day , N ov em be r 14. 1973.

D I S A S T E R  R E L I E F  A S S IS T A N C E  

F unds fo r S a ii e l  A fric  a, P a k is t a n , an d  N ic ar ag ua  

W IT NES SE S

HO NO RA BLE MAU RICE  J.  W IL LIA M S,  DE PU TY  AD MIN ISTR ATO R.  
AG ENCY  FO R IN TE RNATI ONAL DE VE LO PM EN T

DONALD G. MacDONALD,  ASS ISTA NT  ADMIN ISTR ATO R FOR AS IA, 
AG ENCY  FO R IN TE RNATI ONAL DE VE LO PM EN T

HER M AN K LEIN E, AS SIST AN T AD MIN ISTR ATO R FO R LA TIN  AM ER ­
IC A AN D DEP UTY  U.S. COORDIN ATOR, AL LIAN CE  FOR PROG RE SS 
AG ENCY  FO R IN TE RNATI ONAL DE VE LO PM EN T

RI CH ARD  L. PCDOL, DEP UT Y DI RE CT OR , OF FICE  OF RESO UR CES AND 
SYS TEMS, BU RE AU  FOR PR OG RA M AND POLICY  CO ORDIN ATION , 
AG ENCY  FO R IN TE RNATIO NAL DE VE LO PM EN T

CHRIS TO PH ER  H. RUSSELL, DIRE CT OR  FOR LE GIS LA TIV E PRO­
GRAMS, OF FICE  OF LE GIS LA TI VE A FF A IR S,  AG EN CY  FOR IN T E R ­
NA TION AL  DE VE LO PM EN T

RONA LD D. LE VIN , AS SIST AN T DIRE CT OR  FOR LEGIS LA TIV E PR O­
GRA MS,  OF FICE  OF LE GIS LA TIV E A FF A IR S,  AG EN CY  FOR  IN T E R ­
NA TION AL  DE VE LO PM EN T

BUDGET REQUEST FOR EMERG ENC Y AID

M r.  P a ssm a n . T h e  c o m m it te e  w il l co m e to  o rd e r.
'f h e  co m m it te e  w il l c o n s id e r th is  m o rn in g  th e  b u d g e t a m en d m e n t 

o f $1 50  m il li o n  w h ic h  h as  be en  re fe r re d  to  as  em erg en cy  a id  fo r  P a k ­
is ta n , S ah e l A fr ic a , a n d  N ic a ra g u a , a n d  w as  in c lu d e d  in  IT ou se  d o cu ­
m en t 93 -1G9 . I s  S ah e l a re g io n  i n  A fr ic a  ?

M r.  W il l ia m s . I t  is  si x  c o u n tr ie s  th a t  a re  sp o k en  o f  as on  th e  
b o rd e r  o f  th e  S a h a ra  D ese rt . T h e  S ah e l is  an  A ra b  te rm  w h ic h  m ean s 
the , sh o re  o f th e  s ea .

In  t h is  c as e th e  s ea  is  th e  S a h a ra .
M r.  P a ssm a n . W e  h av e  as th e  p r in c ip a l w it n e ss  th e  H o n o ra b le  

M a u r ic e  J .  W il li a m s , D e p u ty  A d m in is tr a to r , A g en cy  fo r  I n te r n a ­
ti o n a l D ev e lo p m e n t an d  o th e r  s u p p o r t in g  w it n ess es w hose  nam es w il l 
be  n o te d  i n  t h e  r eco rd .

I ass um e y o u  h av e  a s ta te m e n t you  w ou ld  li k e  to  m ak e  to  th e  co m ­
m it te e  i n  b e h a lf  o f  th e  b u d g e t re q u est ?

(1)
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General Statement of the  D eputy Administrator

Mr. W illiams. Mr . Ch airma n and mem bers  o f the  co mm ittee:
When Dr.  Han na h appeare d befo re th is committee in Ju ly  1973 he 

stat ed th at  alt ho ug h we did  not believe  th at  th e AID  fu nd ing request 
was adequate  to resp ond  to o ur intere sts  in ass ist ing  the less developed world,  it  rep resent ed the ad minist ra tio n's  judgment  as to wha t we 
shou ld pro vide in lig ht  of the Federal  Gover nment 's ov errid ing  need 
to economize. At  the same time, Dr . Ha nn ah  advi sed the  committ ee that  if  unfo rese en needs  arose—larg e-scale disast ers  requ iring  sus­
tained rel ief  and reha bi litat ion  assi stance in fiscal yea r 1974—we 
would have to reques t addit ion al fu nd ing from the  Congress.

It is in the lig ht  of  these  two sta tem ents th at  I appe ar befo re th is 
committee tod ay. The need fo r economic assi stance is gr ea ter tod ay 
than we foresaw last  Ju ly . We find ourselves nea rly  h alf -way throu gh  the fiscal year stil l op erat ing unde r a continu ing  reso lutio n which re ­
str ic ts our ab ili ty  to pla n sound pro gra ms . We face the  prospec t of pa inful cuts in an alr eady  lean  budget reques t as an outcome of the  
autho riz ation  conference. Wo rld  food shortage s have  forced ma jor  
redu ctions in Public Daw 480 food  aid.  Th e developing cou ntr ies  
have had  to buy  esse ntia l food at  hig h comm ercial  prices . Man y are  meeting th is une xpected  cost by red ucing  th ei r d evelopmment budgets, 
and  thei r external  assi stance needs  have increased sign ificantl y. We are now con fronte d with ex tra ordina ry  requ irem ents for rel ief  and  recons tructio n in Sahel Af rica, Pa ki sta n,  and Nicaragua .

In thi s s itu ati on —the Pre sident conc luded t ha t our  national intere st 
and  hu man ita ria n concerns  demanded an ade qua te response to these  unexpected dis ast er requirement s and jus tified a supplementa l request for  $150 mill ion.

Perm it me to desc ribe  the ma gnitude  of the cruel na tura l de str uc ­
tion which I have  seen in these  three cou ntri es, affecting some of the  poores t people  in the  world,  fo r wh ich we seek these  fun ds.

DROUGHT IN  SA HE L AFRICA

For the  pas t 5 yea rs, six cou ntri es of Sahel region of Afr ica have suffered the cum ula tive effects of  an expand ing  dro ught.  A country  
or region may survive 1 or  2 years  of  drou gh t conditions  wi tho ut 
ma jor  assistance, but  over successive yea rs the  de ter ior ati on  becomes progressiv ely  m ore severe and the  r eserves of  hum an ene rgy  and land  
and  resources become depleted. Th is happened thi s year  in the  Sahel threate ning  the  lives an d livel ihood  of  som e25 m illion people.

The  U .S. Gover nment  has played  a l eadin g role in the  int ern ational rel ief effort which has  succeeded in av er tin g mass fam ine  in Sahel 
Af ric a over  t he las t yea r. Publi c Daw 480 food  aid,  abo ut $41 mil lion  pro vid ing  more  than  256,000 tons  of  gr ain—alo ng wi th 400,000 tons 
addit ion al from oth er cou ntr ies  an d org aniza tio ns  arou nd th e wor ld— 
has  saved the  lives  o f mil lions of Afri cans  in the  s ix affected nat ions. About $7.2 mi llion of  n onfood aid  fo r such item s as a ir li ft  of  g ra in  to 
vill ages inaccessible  by road ; blanke ts, ten ts,  and medicines  for re f­
ugees: and sup ple me nta ry ca ttle  feed, also helped  to save the  lives of people and  cat tle . Moreov er prom pt  U.S . act ion  helped  to stimula te 
a wor ldwide effo rt to ta lin g $154 mi llio n in food and non food aid .
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Wide sprea d sta rvati on  was pre vente d th is year,  but serious  drou gh t 
and food  su pply prob lems rema in fo r the coming year.

Th e U.N. Food and  A gr icu ltu re  Organ iza tio n pre dic ts a gr ain sho rt ­
age of  abou t 720,000 tons of  g ra in  over the  coming yea r. The drough t 
effects—l itt le  and ir re gu la r ra in fa ll,  anoth er  year of  poor crop s, and  
dec ima tion  of  cat tle herds —will  again  mean wides pread food  sh or t­
ages,  gen era l malno uri shm ent . ami  increased vu lne rab ili ty to  disease  
for th e peop le o f th is r egion.

The leader s of the  Sah el sta tes , with  ou r help and th at  of oth er 
donors , have tri ed  ove r the  pas t ye ar  to bre ak into man age able pa rts  
the  seemin gly int rac tab le problem of emergency rel ief  fo r survival 
and  fu ture  recovery. A basic  frame wo rk to link in ter na tio na l emer­
gency rel ief  aid  to recovery  efforts  was discussed at a meeting o f the  
six affec ted sta tes  which I att en ded in Upp er  Volta in Septe mb er of 

p, th is yea r.
The Pr es iden t’s proposed assistan ce of $40 mil lion  in fiscal year 1974 

will su pp or t both  emergency rel ief  and a phased recovery  pro gra m in 
the six Sahelian sta tes  of  Chad. Mal i, Niger, M au rit an ia , Upp er  Vo lta. 

V and Senegal . These  funds will be pa rt  of a major  i nterna tio na l effort
to com bat  the continu ing  dr ou gh t and to cre ate  a bas is fo r at tack ing 
longer  term  recovery  problems.

Ab ou t $6 mil lion  of  th is  requ est is needed to add ress imm edia te 
emergen cy needs  inc lud ing  medicines and tran sp or t in areas s til l fight­
ing  fo r sur viv al. Furt her  Pu bl ic  Law  480 food gr ain also will be 
needed.

The bulk of  the  fun ds reques ted, abou t $32 m illion,  wPl be directed 
to recovery  and reh ab ili ta tio n pro jec ts. Ac tiv itie s such as improv ing  
sto rag e fac ilit ies  and  roads, cre ation  of earth en  dam s fo r wa ter  sto r­
age, and  seed mu ltip lic ati on  will be underta ken as rapi dl y as possib le 
in orde r to  m axim ize the  1974 h arv est an d avo id the  need for continu ­
ing food  rel ief ship ments.

A small portion  of th e $40 mil lion  w oidd a ddres s the  u nprecede nted 
long-term  problem  of  the  Sa he lia n region.

PA K IS T A N  FLOO DS

The floods t ha t swep t Pa ki stan  in late Au gust and ea rly  S ept ember  
were the  most devasta tin g in its  his tory. Th ey  came just as Pa ki sta n 
ha d com pleted a reco rd whe at ha rves t and was begin ning  to reg ister 
signif icant economic progres s.

An are a three  times the  size of the State of  Con nec ticu t was  inun- 
< da ted . Ne arl y 5 mil lion  peop le—1 out  of eve ry 13, in the co un try —

were adv ersely  affected. Hom es los t or  severely  dama ged num bered 
abo ut 900,000. About 4 mi llio n acre s of cro pped lan d were dam age d. 
The flooding  of 9,717 v illa ges  and the  dam age  of pub lic an d pr iva te  

>' fac ili tie s—railways,  ca nals , roads, schools, hou sing , t he  i rr ig at io n sys­
tems , a nd  in man y a rea s th e lan d its elf —seve rely  s trains  the social and  
economic lif e o f the c ountry.

In economic terms the damage to  co tton  and rice.  P ak is ta n' s pr inci ­
pal export crop s, and  to whe at stocks in sto rag e, will  to ta l ap pr ox i­
ma tely $400 mill ion.  Ap prox im ate ly  600.000 bale s of cot ton  ($140 
mi llio n at  to da y’s pri ces),  P ak is ta n’s most im po rta nt  exp ort c rop , have 
been lost, as have 300,000 ton s of rice ($110 mill ion) . Losses in stor ed



wheat are estimated at 650,000 tons ($150 mil lion). Some $147 mill ion 
of  antic ipated tax revenue has been lost while costs of  rendering aid 
to the homeless and destitute and rehabilitation  and reconstruction of  
health centers, schools, irrigat ion systems, transport, and other public 
facil ities  damaged by the flood waters, will add an initial $127 mil lion 
to the government's  expenditures.

The Government of  Pak istan’s highest recovery and reconstruction 
priorities ar e:

Rep air of  the irrig ation and ground water systems and the road 
and ra ilroa d net in the flooded area;

Seed, fertili zer , and other  agricultu ral-rela ted inputs to achieve 
maximum production from the rabi  crop (mainly  wheat) planted 
this fall and from the khari f crop to be planted next sprin g;

Reconstruction of  schools, hospitals, and other government 
faci litie s dam aged by the flo od; and

General balance of  payments assistance to help offset the loss of  
foreign exchange earnings.

The President is requesting $95 mil lion to support Pakis tan ’s recon­
struction effo rt: $23 million to reimburse other accounts for the emer­
gency loan and disaster relie f efforts already  undertaken plus $72 
million in recovery and reconstruction assistance.

The Government of  Pakistan  has mounted a repair and reha bili ta­
tion effort of  unprecedented magnitude and vig or,  making great in­
roads into the task of  restor ing the trans portation  network and vast 
irrig ation canal system upon which agr icultur al production depends. 
These works have been financed by imposing new emergency taxes  ex­
pected to return the equivalent of  $77 m illion , and by shif ts from the 
development budget  at a cost to future  economic progress. However, 
Pakistan does not have the resources to mount a m ajor reconstruction 
program on the scale I he situation demands and at the same time sus­
tain the momentum in the rest of the economy. The progra m for  which 
we are seeking funds  will help the Government  of  Pakis tan meet these 
needs.

The $95 million in this supplementary appropria tion request con­
sists o f $58 million in long-term loans and $37 million in grants. It  
will help finance the most urgent reconstruction n eeds:

The $32 millio n in grant funds will be program ed for S” ch 
urgently needed activities to reha bilitate the economy as school 
and medical facilit ies  reconstruction repair and restoration of 
community  water systems and irrigat ion works, reconstruction of  
grain storage , repair of railro ads, highways, and power faci litie s, 
and repair of  tubewells.

The remaining $5 million of the $37 m illion requested in gr ants 
will reimburse the “ Supporting  assistance’’ account for flu* emer­
gency assistance already extended and pesticide spra y and ag ri­
cultural seeds supplied immediately  aft er  disaster struck in 
August, as notified to the chairman of  this  committee and to the 
chairman of  the App ropriat ion Subcommittee of  the Senate, A p­
propriations Committee in mv lette r of Aug ust  29, 1973.

The $58 million in loans will provide Pakistan with commodi­
ties urgent ly needed to help restore agricult ural production and 
storage facilities, combat flood -aggr avated disease and health 
problems, and to help relieve pressure on Pakistan's balance of
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payments caused by the losses to anticipated export earnings  sus­
tained as a result of the flood and increased import needs to miti ­
gate its effects.

Both gran t and loan programs are described in greater detail in the 
annex to this statement.

The Pakis tan economy was showing signs of sustained economic 
growth before the floods. At one stroke the country suffered a stunning 
setback affecting its economic and political stability.

Help is needed from the United  States and others to assist Pak i­
stan's effort to permit the millions of people affected by the flood to 
regain the ir livelihood and to work toward early restoration of schools, 
health facilities, and water supplies.

The assistance we are requesting will help Pakistan  deal with the 
difficult problems of recovery wi th renewed hope for the future. 

EARTHQ UA KE  REC ONS TRU CTION AT MAN AGU A

The disastrous earthquake which struck the capitol of Nicaragua on 
December 23,1972. was described in our congressional presentation. In 
the months th at followed the earthquake, the international community 
provided timely and massive emergency relief and rehabi litation as­
sistance total ing $87 million, of which $27.6 was U.S. Government 
assistance and $8.4 million from U.S. private voluntary agencies.

The emergency relief assistance phase has ended. The Government 
is now adopting guidelines for replacement of facilities destroyed in 
the earthquake. Generally, the guidelines call for rebuilding Managua 
dispersed over a wider geographic area in the same general location. 
Major features of the plan are upgraded and earthquake  resis tant con­
struction standards, greenbelts in the more geologically dangerous lo­
cations, dispersed governmental, medical, and public service facilities, 
and more rapid development of suburban cities close to Managua.

The value of destroyed housing, schools, hospitals, and other public 
infra struc ture  has been estimated to be in the general range of $500 
million. The reconstruction cost will likely prove even higher because 
of the upgraded construction standards, dispersion of facilities over 
a wider area, and generally rising costs.

The Government of Nicaragua recognizes th at most of the burden 
of reconstruction will have to be met from domestic resources. Early 
this year it revised taxes and established a special $13 million fund 
for initial reconstruction expenses. It  is currently upgrading its  imple­
mentation and planning capabilities and is preparing a new budget 
for 1974-78 reconstruction activities, reflecting p rincipal reliance on 
domestic resources including increased taxes.

At the same time, Nicaragua needs internationa l assistance to carry 
out a task of this magnitude. The World Bank and the Inter -Amer­
ican Development Bank indicate that  they are planning  capital  assist­
ance of approximately  $58 million over the  next 2 years. It  is likely 
they will commit additional  amounts as o ther reconstruction invest­
ments are identified.

B e are proposing an AID level of approximately $50 million over 
the next 3 years—mainly to contribute to replacement of low-cost 
housing, public service facilities, and infras tructu re.



Fo r fiscal year 1974, the  Pr es iden t has  reques ted $15 mill ion to assi st the  Government  of  Nicarag ua  wi th its  hig hest pr io rit y—low­cost  housing. F if ty  tho usand uni ts, mostly  of  the  type  inh abited by peop le of  mod est income, were eit he r destroyed or  dam age d by the ear thq uak e. Of these, p erh aps 40,000 are  beyond r epair . G iven  an aver­age fam ily  size of  6 persons , rou gh ly 240,000 persons  need homes at pres ent . Man y are  housed in makeshift qu ar te rs  whi le oth ers  are crow ded in wi th relatives . To meet  th is  cr itica l need, the  $15 mill ion proposed fo r Nica ragu a under the supp lem entar y ap prop ria tio n ame ndm ent  wou ld provide  some 9,000 low’-cost homes.

CO NCL USION

I  have described devasta tin g des truction in thr ee  pa rts  o f  the  world largely in sta tis tic al  and ma ter ial  t erm s. In  h um an t erm s it  ha s meant fo r mil lion s of poo r an d une duc ated peop le an inex plic able blow of fa te  which has  threate ne d thei r lives and  live lihood. I t  is difficult to convey the  look of  b ewi lderment  and despair  I  have  seen t hi s ye ar  on the  faces  of  a Nicarag uan fam ily  su rro un de d by deb ris at  the  site of its  forme r hom e; a proud herdsm an of Nige r be reft of  his  ca ttl e;  or a Pa ki sta ni  fa rm er  who has  ju st  seen the crops,  on which he based  hope for  his  futur e and th at  of his child ren , sudden ly wiped out.
I f  it were poss ible  to help these people out of  funds previously re ­ques ted under the  A ID  p rog ram , I  w ould  not be here today.  H owever, the  tigh t fiscal ye ar  1974 b udget  which we proposed made no allo w­ance fo r dis ast ers  of th is scale. Now, cuts  made in the autho riz ati on  bill jeopar dize im po rta nt  pa rts  of the or ig inal ly  proposed pro gra m.  Even an ap prop ria tio n level between the House  and  S ena te au thor iza­tion  a mounts will re st ric t p lan ned technical ass istance  activity. I f  loan receipts are  d enied the Agency,  a s p roposed in the  Sen ate  bi ll, we will  not be able to  meet as sista nce  com mitments a nd  essential  needs o f many of the  deve lop ing  co untrie s in  which we hav e impo rta nt  fore ign  policy  inte rest s.
These redu ced  levels  would im pa ir ou r effectiveness  under any ci r­cumstances. Th is year  severe cutb acks in Pu bl ic Law 480 food av ai la­bil itie s have  r aised rea l ques tions  in the  minds of the  rec ipient s about our  in tent  t o assi st them in th ei r dev elopment  e ffort. I f  p rog res s is to be made and o ur  fo rei gn  policy objectives  met . A ID  must  not be forced  to absorb fu rthe r cuts , and  addit ion al fund s mu st be pro vid ed so th at  we can resp ond  to the im po rta nt  need s I  have out lined today.
Mr. Ch air ma n, I  herew ith  submit  att achm ents,  annex A, B. and  C. to my sta tem ent fo r the reco rd and am prep ared  to ans wer any  ques­tion s you have bear ing upon the budget requ est befo re you.

ANNEX A

DROUGHT IN  TH E SA HE L

The Sahel is a region which occupies a belt across Africa some 2,600 miles long from Maurit ania and Senegal on the west to Sudan on the east. Even if ther e were no drou ght cris is today, thi s region faces majo r development prob­lems. Four of the six Sahel ian countries—Chad, Mali, Niger, and Upper Volta— are  among the world’s least developed coun tries  as identified by the  United Nations. These coun tries  have large  nomadic  popula tions whose basic resource has l>een livestock. Liter acy rates in thi s region are  among the lowest in the world. Communica tions and transp ortation systems are  rudimen tary. Between



19(53 and 1970. food production in the  Sahelian Sta tes inereasaed at  an annual 
rate of only 0.4 percent, while population  increased at  a rat e of 2.3 jiercent.

Natural forces have always posed significant thr ea ts to this region. Rainfal l 
varies from less than  20 inches per yea r to  about  40 inches, bu t more significantly, 
the  prec ipitation is irre gular and subjects  farmers and herders to gre at un­
certainty. Another natural force, stil l not fully understood, is the Sahar a Desert 
which continues  to advance southward . A rough estimate is th at  abou t 250,000 
square miles of arable land have been forfe ited to the desert in the pas t 50 years.

.Most of the area ’s ecological deterio ration is probably  att rib uta ble  to man’s 
interventions. Human popula tion in the region has grown sub stantially  through 
migration  and na tural increase. Animal populations, largely a result of veteri ­
nary progress, have also grown tremendously.  In turn, the search for water  has 
intensified. Modern technology has helped develop new wells which lead to an 
overconcentration of animals.  As a resu lt, the  land is stripped of vegetation  and 
becomes vulnerable  to erosive forces.

This degenerative process has  now reached a climax in the  curr ent crisis. The 
drought, reach ing its  fifth year,  has had a cumulative  effect and the  frag ile 
ecological base of the  are a is extremely  imbalanced. The human and animal 
populations have nearly exha usted the  car rying capacity of the land. The eco­
nomic base of existence for many people has  been severely eroded. Thousands 
of nomads have lost the ir livestock  and must  seek a new livelihood. Many farm 
famil ies have  joined in the  mass migration in search of food. The drou ght has 
made it clea r th at  a new base of social, economic, and envi ronmental harmony 
must  be developed.

The FAO repo rts that  30 percent of the  livestock in the region has  perished . 
Other reports  indicate  that  Mauritania , for  example, has lost  as much as 70 
percent of its  livestock. In Senegal, the pea nut crop, which provides 70 percent 
of the expo rt earnings, was cut in half. Niger had sim ilar  losses. The FAO 
pred icts there will be a grain shor tage  of almos t 720,000 tons thi s coming year. 
Not only has  human misery increased, hut the  loss of crops and anim als has 
nearly  depleted the revenue-earning resources available to governments to de­
velop a response to the cris is s ituat ion.

PREVIOUS U.S.  EMER GENC Y ASS IST AN CE

By the fall of 1972, it became ev ident that  problems of major proportions  were 
developing. Since then  events  have  moved quickly, and our response both in 
initial planning and emergency relief has been significant. In March 1913, the 
six Sahelian Sta tes formed the Interst ate Committee for the  Struggle Against 
Drought in the Sahel—CILSS—headquartered in Ougadougou. Upper Volta, 
to help fac ilit ate  the  inte rnational relie f aid. and to help link emergency aid to 
longer-term efforts. We have been working  with  CILSS as well ns the individual 
African Sta tes  and othe r donors  in car rying out emergency assis tance .

The United Sta tes  took a leading pa rt in the  major effort to alle via te the 
drought emergency. The inte res t of a wide spectrum of U.S. c itizens and priv ate 
voluntary agencies shows a rising concern about human  problems in the Sahel, 
and with gre ate r intensity,  than could be noted previously , about development 
problems African people face. To date , the  United States has provided near ly 
one-third  of the total donor effort. We have provided over $47 million in emer­
gency drought assistance out of a total effort of about $154 million. Most of the 
U.S. a ssis tanc e has been food con tribu tions—256,000 metric tons of cereals  valued 
at  $40.S million. The rema inder includes  costs of air lif t, seeds, livestock feed, 
medicines, and rela ted needs. Othe r major donors include the  European  Eco­
nomic Community, United Nations,  France, and China, and Africa donor na­
tions—Nigeria, Zaire, and Libya. This  collaborative emergency effort h as  he lped 
avoid massive famine which thre atened  the Sahel ian coun tries  only weeks ago.

Although major star vat ion  has  been averted , serious food supply problems 
remain. People now without livestock, to help  meet food needs, have turn ed 
to grains and have increased the demand on foodstuffs. Severa l of the  countries  
repor t inad equate harves ts again  thi s fall. Othe r problems also pers ist. Diseases 
and malnutriti on afflict many people. The dislocation of people h as been immense. 

TH E SUPPL EM ENTAL REQUEST FOR MEDIU M TERM RECOVERY PROGRAM

In the face of thi s contin uing crisis, AID is requesting  supplemental funds 
to support a recovery program.  The African State s, through CILSS, have crea ted 
a framework for  continued assi stance. We have encouraged the  Sahel States
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an d ot he r do no rs  to  deve lop  a rec overy an d re hab il it at io n  pr og ra m  to  ge t under ­way  in  th e ne xt  mo nth or  two . Th e ad dit io nal  fu nd s requ es ted wi ll he lp  financeth is  prog ram. I t  wi ll af fect th e ca pa ci ty  of  th e  peop le to  cop e with  th e prob lemsof th e ir  fr ag ile en vi ro nm en t w ith in  th e ne xt  12-24  month'--. The se  fu nd s arene ce ssary to  prom ote th e  rec overy  of  t he  w as ted la nds of  t he  Sa he l by putt in g  a d ­di tio na l re so urce s in th e  ha nd s of people so th ey  ca n bett er cope  w ith  prob lemsof su rv ival . Our  as si st an ce  is neede d to  he lp  re dre ss  th e im ba lanc e of  too  man ypeo ple  a nd  too  man y an im al s on pri or ra ng es  a nd  un pr od uc tive  s oi’ s. T he  dr ou gh tpro ble m is  no t one of  ob ta in in g mo re  w at er . Mo re catt le  ha ve  die d fo r lac k ofad eq ua te  past ura ge th an  fo r lac k of  w at er . The re fo re , th e na tu ra l ra ng es  mus tbe re ge ne ra ted.  H er der s m us t le ar n bett er how to m an ag e th eir  liv es tock . Beyondthe se  eff o rt s howe ver, fo r ma ny  peo ple , a lt e rn a te  are as to liv e in an d new vo ca ­tio ns  to  re pl ac e no mad ic  he rd in g m us t evo lve . The se  fu nd am en ta l re ad ju st m en tsare  es tim at ed  to  af fect som e G mi llio n people in th e Sa he l reg ion  it se lf  an d som e20 mi llio n mo re  in ne ighb or ing co un tri es .
Th e ch all en ge s pos ed by thes e prob lems a re  now cl ea rlv rec ogniz ed bv the sixSahel go ve rnmen ts.  Th ey  a re  th e one s wh o mus t a rr iv e  a t so lu tio ns  to th e  Sahelpro ble m.  I t is urg en t th a t we an d oth er do no rs  work in close co lla bo ra tio n withthes e go ve rn m en ts  in ord er to mak e an  eff ective, im m ed ia te  co nt ribu tion  to therec overy  eff ort .
We a re  seek ing $40 mi llion  in su pp lemen ta l g ra n t fu nd s to ad dre ss  the fo l­low ing n eeds: y1. Em erge nc y re qu irem en ts—
About  $G mill ion is ne ed ed  to he lp keep  p eople  an d an im al s al iv e unti l re co ve r''  ef fo rts  ta ke  ho ld.  Fund s a re  nee ded  to purc has e me dicin es , to re nt or  bu v truck® to keep  gr ai n movin g, an d to prov ide a ir li ft  to  inac ce ss ib le ar ea s.  $2.5 mi llion  of th es e fu nd s will be used  to  re im bu rse A ID ’S co nt inge nc y fu nd s wh ich  ha ve  a l­re ad y been us ed  fo r a ir li ft , me dic ines, an d use d cl ot hing  am on g oth er  items .2. Re covery an d re hab il it at io n pro gr am —
Th e bu lk  of  ou r re ou es t. $32 mi llio n, is  re qu ired  to  su pp or t a me diu m ter m rec overy pr og ra m. Th ese ef fo rts  will focu s on max im iz ing th e harv est  of ne xt  fa ll an d overc om ing  prob lems which  ha ve  co nt ribu te d to  dr ou gh t co nd iti on s in pa st  ye ars. The se  fu nds wi ll he lp  su pp or t th e fo llo wing ki nd s of  ac tivi ties .St or ag e an d tr ansp ort . F ir s t an d fo remos t, th e th re a t of fa m ine an d fu rt her los ses  of  he rd s m us t be avoid ed  as  we ll as  re du ci ng  th e need fo r ex cess ively  costly a ir  sh ip m en ts  of  re li ef food  supp lie s. Simple  st or ag e fa ci li ti es  m us t be co n­st ru ct ed  to  su st ai n  ra ti onal di st ri but io n of  food an d seed gra in s in are as mo st su bj ec t to  cr it ic al  sh or tage s.  Sim ila rly we  m us t he lp  ex tend  th e season al pe rio ds  th a t road  an d ri ver tr ansp ort  fa ci li ties  can be use d. Thi s mea ns  fu nd s fo r re pai r an d m ai nt en an ce  ac tivit ie s.  We  also  m us t as si st  ef fo rts to ex pa nd  th e tonn ag e ca pa ci ty  of  th es e fa ci li ti es  an d im prove th e ra te  of  uti liza tion  of ba rg e flee ts.A gr ic ul tu ra l pr od uc tio n.  Tn the ne xt  few  we eks , tl>e Sahel  go ve rn m en ts  m us t in it ia te  pr oj ec ts  aim ed  part ic u la rl y  a t in cr ea si ng  food  pr od uc tio n nex t fa ll . Th ey  ha ve  develop ed  pr op os al s wh ich  we an ti c ip ate  as si st in g  such  a s : (o f M ult ip lica ­tio n au d di st ri bu tion  of  proven high -v ie ld ing vari e ti es of  mill et,  so rg hu m, co rn , an d rice, fh ) ex tens ion th ro ug h sim ple la bo r- in te ns iv e tech niou es  of  ir ri gat io n  syste ms alon g rive rs , an d (c ) in sel ec ted  in st an ce s,  mor e am bi tio us  de ve lopm en t of ir ri gate d  cr op la nd s whe re  sig nific an t pr od uc tion  in cr ea se s cou ld re su lt . In ad ­di tio n.  we  wil l seek  to  su pp or t pr oj ec ts  to  develop  mi xe d fa rm in g an d open th e wav  to  se tt le m en t of  t ra d it io nal he rdsm en . P ro je cts  to  im prov e local die ts  an d to cr ea te  em ploy me nt  amon g no mad s a re  be ing develop ed . 4Li vesto ck  an d ra ng e deve lop me nt.  Im m ed ia te  a tt en ti on  m us t also  foc us on in su ring  th e su rv iv al  of  th e rem aini ng  ca tt le  as  a nu cleu s fo r re st oring he rds.Mobile  te am s of  loc al vet er in ar ie s m us t carr y  ou t an im al  he al th  ca mpa igns . Su p­pl ies  fo r th es e ca m pa igns  wil l be ne ce ssary.  M ai nt en an ce  ra ti ons m us t be pro ­vided fo r su rv iv in g ca tt le , an d new sour ce s of  food m us t he dev eloped th ro ug h wex pa ns ion of  p it  sil os  an d fee d mi lls . P ro je cts  aimed  a t reseed ing pas tu re s an d in trod uc in g fo ra ge  in to  re gula r cro p ro ta tion  will be  un de rtak en .H ea lth  pr ot ec tio n.  Em erge nc y co nd iti on s of th e dr ou gh t ha ve  fu rt h e r wea k­ened  people a lr ea dy li tt le  re si st an t to dis ea se . The re  is a co ns id erab le  re quir e­m en t fo r me dic al eo uipm en t an d supp lie s to  pr ov id e pr ev en tiv e he al th  ca re , d is ­ease  co nt ro l, de ve lopm en t of  sa n it ary  w ate r supp lie s, an d prov id ing mob ili ty  an d logi st ic  s up po rt  f or  h ea lth  te am s wi ll be cr it ic al needs.2. L ong-ter m  p la n n in g —

We wil’ pe ed  fu nd s,  ab out  $1.5 mi llion , to  as si st  ef fo rts  to p’an long -te rm  de ­ve lopm en t re qu irem en ts . W hen th e cu rr en t cr is is  of  su rv iv al  ebb s, th e  Sahel



go ve rn m en ts  fa ce  th e ne ed  to  overc om e th e fu nda m en ta l prob lems of  th e  ar ea . 
P la nn in g m us t begin  now .

4. O pe ra ting  co st s—
Sup po rt co sts fo r A ll ) emplo yees to  he st at io ne d in th e Sa he l co un tr ie s to  

he lp im plem en t th e reco ve ry  pr oj ec ts  ov er  th e nex t yea r wi ll re quir e ap pro xi­
mately $500,000.

In  al l th e  ac ti v it ie s in wh ich  we  par ti ci pat e,  th e pri m ar y re sp on sibi li ty  fo r 
plan ni ng  an d im pl em en ta tion  is th a t of  th e local go ve rnmen t. W ith in  th is  fr am e 
of loc al go ve rnmen t ad m in is tr at io n , ho wev er , we  see k th e clo sest po ss ib le  col­
la bo ra tion  w ith  al l o th er  do no r agencie s. W ith  th e en co ur ag em en t of  th e ho st 
go ve rn m en ts  we  ha ve  review ed  our  pro gr am s espe cial ly  w ith th e Eur op ea n 
Dev elo pm en t Fu nd  an d th e b il a te ra l Fr en ch  pr og ra m  ca rr ie d  ou t und er  th e 
Fun d fo r A ss is tanc e an d Coo pe ra tio n,  as  we ll as  w ith  th e re si de nt  re pre se n ta ­
tiv e of  th e UNDP wh o co or di na tes th e pr og ra m s of  th e F.N.  ag en cies  con­
ce rned  w ith  th e reco ve ry  of  the Sa he l. We  ha ve  al so  co or di na ted our ac tivit ie s 
w ith  co nt ribu tions  of  th e de di ca ted Amer ican  vo lu nt ee rs  in th e Pe ac e Co rps an d 
ha ve  en lis ted th e co lla bo ra tio n of  a nu m be r of  outs ta ndin g vo lu nta ry  ag en cies  
who ha ve  a d is ting uis hed  rec ord of  ac hi ev em en t in pr om ot in g th e reco ve ry  of  
th e dr ou gh t st ri ck en  ar ea s.  We seek  to th e gre at es t ex te nt po ss ible to  reac h an  
in te gra tion of  ef fo rt,  so th a t th e lim ite d fu nd s av ai la bl e fro m all  so ur ce s can 
mo st eff ec tiv ely  me et th e  ch all en ge  of  th e re li ef  an d recove ry  o f th e  Sa he l. 

AN NE X B

F loods in  P a kis ta n

Th e su mmer  1973 tlood  wa s th e mo st devast ati ng  in P ak is ta n 's  re ce nt  hi stor y.  
R ai nfa ll  in  P ak is ta n  an d in th e H im al ay an  fo ot hi lls was  co ns id er ab ly  he av ie r 
th an  in  pr ev io us  ye ar s,  up  almos t liv efo ld  in som e d is tr ic ts . Flo od  da m ag e was  
most, seve re  in two prov ince s, th e P un ja b  an d th e Sind. Th ese tw o prov in ce s 
ac co un t fo r SO pe rc en t of  P ak is ta n 's  07 mill ion peo ple . Al mo st 90 per ce nt  of  th e 
food an d fiber pr od uc ed  in Pak is ta n  com es fro m th es e tw o prov inces. N at ura lly , 
mo st of th e  nati on 's  in fr ast ru c tu re —ir rigati on , ca na ls , ro ad s,  br io  es, ra il ro ad s,  
co mmun icat ions , an d tube wel ls—is  co nc en tr at ed  in thes e tw o pro\ iu°e <.

T he flood s were a se riou s se tbac k to  P ak is ta n ’s eco nomic pr og re ss . Fou r m il­
lion ac re s of cr op la nd s (20  pe rcen t of  ara b le  land  in th e Punja b  an d S ad) were 
Hooded. Th e de at h tol l was  fo rt unat ely  re la tive ly  sm all , la rg ely du e to ra pi d 
an d ef fecti ve  m ea su re s unde rt ak en  by  th e Gov ernm en t of  P ak is ta n . Som e 9.700 
vi lla ge s wer e in un dat ed  an d ab ou t 900,000 home s were seve re ly  da mag ed  o r to ­
ta lly de st ro ye d.  Sev en th ou sa nd  schools  w er e e it her de st ro ye d or  so ex tens ively 
da mag ed  as  to  re quir e repl ac em en t. Ab ou t 100 med ica l fa ci li ti es  al so  we re  ex ­
tens ively da mag ed . T hir te en  ci ty  w ate r sy stem s were seve re ly  da mag ed  an d 
w ate r sy stem s in som e <1.000 vi lla ge s re qu ir e re hab il it at io n  an d im prov em en t. 
Som e 4.000  mile s of  un pa ve d ro ad s m us t be re bu il t an d over 1.000 mile s of pa ve d 
high w ay s must , he re pa ired . More th an  20.000  tube wel ls  re quir e re pl ac em en t or  
m aj or re pair  whi le  re st ora tion of  m aj or ir ri gati on  works , suc h as  da m s an d 
ca na ls , will  re qu ir e mo vemen t of an  es tim at ed  59 mill ion cubic  yard s of  ea rt h . 
The re  has  al so  bee n ex tens ive da m ag e to  ra il ro ads,  powe r, in dustr ia l fa ci li ti es , 
an d co mmun ity  bu ild ings .

Th e im m ed ia te  American  resp on se  to  th is  tr ag ed y was  ra pi d an d eff ective, bo th  
by volu nta ry  ag en cies  an d by th e U.S . Gov ernm en t. Th e hi gh light s of em er ­
gency  as si st an ce  prov id ed  in th e  fi rs t mon th  are  as  fo llow s:

<1 I Veg eta ble seed s as  well as  pe st ic id es  es se nt ia l to  pr ot ec t crop s en da ng er ed  
by th e floods were pu rc ha se d an d tr ansp ort ed  to  P ak is ta n .

(2 ) Me dic al su pp lie s, co ns is tin g of  va cc ines , an ti m ala ri a  dr ug s,  inoc ul at io n 
eq uipm en t an d in st ru m en ts  w er e prov ided  by  AID.  Tw o ep idem io lo gi st s fro m 
th e  Co mm un ica ble Disea se  Cen te r in A tlan ta . Ga .. sp en t 4 we ek s in Pak is ta n  
as se ss in g th e da ng er  of ep ide mi cs an d su pe rv is in g tr an sf e r of  su pp lie s to  P ak i­
st an i he al th  a uth ori ti es.

(3 ) Hel ic op te rs  an d bo at s were pr ov id ed  fo r ev ac ua tion  of  flood vi ct im s an d 
floo d- th reaten ed  people an d fo r th e tr an sp o rt  of food an d em erge nc y su pp lie s 
an d fo r co nd uc t of aer ia l da m ag e as se ssm en t.

(4 ) A ircr af t,  eq uipm en t an d pe rson ne l w er e fu rn is he d to  ca rr y ou t a fuel a ir ­
li ft  w ith in  P akis ta n  to  overc om e di sr up tion in la nd  tr ansn ort a ti on . ($5  mi llion  
w er e al lo ca ted in d is ast er re li ef  as si st an ce  fo r mee tin g th e co sts of  th e above 
m ea su re s. )
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(5 ) One hund re d th ou sa nd  m et ric tons  of  w hea t va lued  a t $19.5  mill ion were 
au th or iz ed  fo r sh ip m en t to  Pak is ta n un de r Pu bl ic  Law 4<S0, co ns is ting  of 60,000 
tons  of sa le s un der  ti tl e  1 an d 40,000 tons  of do na tion s un der  ti tl e  I I  th ro ug h 
th e wo rld  foo d pr og ram.

(6 ) A ca sh  co nt ribu tion  eq ui va le nt  to  $100,000 of  U.S .-owned Pak is ta ni ru pe es  
was  mad e by th e Amer ican  Cha rge d’Aff ai re s to  th e Prim e M in is te r's  re li ef  fu nd  
fo r im med ia te  su pp or t of  th e Hood vict im s.

(7 ) U.S. vo lu nt ar y ag en cies  co nt ri bu te d $1,200 ,000 in ca sh , food, an d pharm a­
ce ut ical  an d med ical supp lie s.

Th e Gov ernm en t of  Pak is ta n has  mo bil ize d al l it s ag en cies  a t nat io nal  an d 
pr ov incial  lev els in a cr as h reco ve ry  ef fo rt.  In  th e agri cu ltura l sector , to p p ri ­
ori ty  ha s been  giv en to  the re pair  of  ir ri gati on  fa ci li ti es  to  re st or e th e flow of 
w at er  needed  fo r crop s in  th e gr ou nd  an d to  re p la n t a re as th is  No vemb er.  Co n­
st ru ct io n eq uipm en t be lon ging  to  th e Arm y an d to  a var ie ty  of  go ve rn m en ta l 
ag encie s is  be ing em plo yed in th is  ta sk . Ov er  4 mill ion cubic  yard s ha ve  al re ady  
bee n mov ed an d mos t ca na ls  are  now op er at in g,  al th ou gh  fu ll re st ora ti on  of 
ir ri gat io n  wor ks  st il l lie s ah ead.

Th e Gov ernm en t has  se lec ted  an d div er te d from  it s own foo d re so ur ce s 120.000 
to ns  of w he at  to  be us ed  fo r seed in p la nting th e w in te r crop s in  th e  nex t few  
weeks . Th e eq ui va le nt  of  $60 mi llion  has  bee n al lo ca ted fo r in te re st -f re e loan s 
to  sm all  fa rm ers  in  flood ar ea s fo r see d, fe rt il iz er , too ls,  an im als,  an d re pai rs . 
Flo od -affe cted  fa rm ers  w ith  outs ta ndin g ba nk  de bt s ha ve  bee n giv en an  in te re st - 
fr ee  ex tens ion on pa ym en ts  unt il  th e  nex t crop  har ves t seaso n.

In  co mm un icat ions  an d power, p ri o ri ty  was  giv en  to th e  re st o ra ti on  of po wer  
to  in dust ri es  an d tube wel ls , a ta sk  whic h w as  accompli shed  on a m ak es hi ft  
ba si s w ith in  a mon th  of  th e flood. Gov ernm en t stoc ks  of eq uipm en t an d sn ar e 
part s ha ve  been  la rg el y ex ha us te d in th e proc es s an d need  re pl ac em en t. Simi­
la rl y  ra il ro ad s,  high way s, an d te leco m m un icat ions  ha ve  bee n te m por ar ily  re ­pa ired  an d put back  in  op erat ion.

Twen ty  mill ion dollar s eq ui va le nt  has  been al lo ca ted by nat io nal  an d pr o­
vinc ial  go ve rn m en ts  fo r low-cos t lio ns ing co ns truc tion  in towns  which  ha d been 
flooded an d fo r loan s to  flood-affec ted  ho meo wne rs  on spec ial  te rm s.

Th e va cc in at io n of  11 mi llio n people ag ai nst  endemi c di se as es  has  been mad e 
poss ibl e by a tenf old in cr ea se  in va cc ine pr od uc tio n on a 24 -hou r-a -day  ba sis . Th e 
Gov ernm en t is  co mpleti ng  minor  re pair s on scor es  of  flood- dam aged hea lth fa ci l­
iti es  an d ha s begun a m aj or  re pa ir  an d re co ns truc tion  pr og ra m  fo r se riou sly 
da mag ed  faci li ties .

Bo th na tion al  an d pr ov in cial  ag en cies  were au th or iz ed  to ge t th es e reco ve ry  
ef fo rts  un de rw ay  w ith av ai la bl e fu nds in th e ab sence of  spec ia l al lo ca tio ns . 
Su bs eq ue nt ly , th e Gov ernm en t ha s te m po ra ri ly  de laye d $43 mi llio n eq ui va le nt  of 
oth er  bu dg eted  de ve lop men t pr og ra m s to  fin an ce  reco ve ry  ef fo rts . T his  ac tio n to ­
ge th er  w ith  a spec ial  flood ta x ex pe cted  to gen er at e $77 mill ion eq ui va le nt  addi­
tio na l reve nu e, refle cts th e Gov ernm en t's  in te ntion to avoid  in cr ea si ng  th e bu dg et  defic it an d to  m in im ize  e ns uing  inf la tion ar y p re ss ur es .

Ass is tanc e fro m o th er do no rs so fa r,  exceeds $20 mi llion  of  wh ich  $16 mill ion 
is ca sh  do na ted bv Arab St at es . G re at  B ri ta in  has  au th or iz ed  an  ac ce le ra ted 
dr aw do wn of  ex is ting  cr ed its wh ich  wi ll ad d ab out  $2 mi llion  to  avail ab il it ie s 
th is  ye ar . Can ad a has  co nt ribu te d $2 mill ion in ca sh  fo r th e re habil it a ti on  of  
ra il ro ad an d po wer  in fr a s tr u c tu re : Sw eden co nt ribu te d $1.7 mill ion wh ich  was  
mainly w he at . A sy m pa th et ic  und er st an din g of  flo od -re lat ed  ne ed s has ce rt ai nly  
inf lue nced th e ge ne ro us  res po nse by a nu m be r of  co un tr ies, part ic u la rl y  Can ad a,  
in  th e do na tio n an d concessio na l sa le  of  w he at  wh ich  ha d been so ug ht  be fo re  th e 
flood. P ak is ta n  ha s prov ided  th e IB R D /U N  team  wh ich  is  now  in Pakis ta n  w ith  
a de ta iled  mem oran du m of los ses  an d da mag es . We un der st an d th e IB RD wi ll 
su pp or t P ak is ta n 's  re hab il it at io n  ef fo rts  an d w ill  ur ge  th e co ns or tiu m mem be rs to  pr ov id e as si st an ce  als o.

PROPOSED U.S . LOAN FUN DS

Th e $58 mill ion requ es ted in  loan  fu nds wi ll ad dr es s th e in te rr e la te d  agri cu l­
tu ra l pr od uc tion  an d ba lanc e-of -pay men ts prob lems wh ich  inf lue nce th e wel l­be ing o f t he  enti re  P ak is ta n  econo my.

*1l An $18 mi llion  loa n fo r ag ri cu lt u ra l in pu ts , au th or ized  on Se ptem be r 14. 
1973. wi ll co nc en tr at e on re st oring  agri cu lt u ra l pr od uc tio n of  w he at  an d ric e to 
p re d’sa st er leve ls  an d to  in cr ea se  ac re ag e pl an te d to  food crop s in th e P unja b  
an d Sold a re as  whe re  th e Pakis ta n  Gov ernm en t is a tt em pting to  max im ize th e 
A pr il 1974 w he at  har ves t.  Th e loan  fu nds wi ll be used  fo r fe rt il iz er , see d (w he at ,
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fo ra ge , pu lse , an d oil crop s se ed s) , pe st ici de s, mec ha nica l eq uipm en t, fo r ex am ple,  
pump s, pip es , ti ller s,  tr ac to rs  an d sp ar e par ts , im plem en ts  a nd  w ate r we ll dr il ling 
eq uipm en t.

(2 ) A pp ro xim atel y $40 mill ion will  be used  fo r a pr og ra m  loan , th e pri m ar y 
em ph as is  o f wh ich  is to  f inan ce  t he  im po rt  o f ite m s d ir ec tly  re la te d to  a gri cu lt u ra l 
pr od uc tion  such  as  fe rt il iz er , fa rm  mac hi ne  s pa re  part s,  a nd fa rm  mac hi ne ry . Th e 
loan  will  al so  pe rm it pr oc ur em en t of  re pl ac em en t eq uipm en t an d su pp lie s fo r 
hosp ital s an d cli nics  an d es se ntial  m ate ri a l re qu ir ed  to  co mba t in fe ct io us  d is ­
ea ses, p ri m ar ily  m al ar ia , re su lt in g from  th e flood . The se  fu nds a re  als o re quir ed  
to  repl ac e th e in ve nt or ie s of  light  in dust ri es wh ose su pp lie s were de st ro ye d o r 
co nsum ed  a s a re su lt  o f th e d is as te r.

PROPOSED U .8 . GRANT FU NDS

As an  im med ia te  re sp on se  to  th e flood  d is as te r,  AID  dr ew  up on  cont inge nc y 
and su pp or tin g as si st an ce  fu nds to fu rn is h  d is ast er te am s lo de al  w ith  in it ia l 
re sc ue  an d med ica l op er at io ns . In  ad di tion , to  pr ev en t fu rt h e r losses  to  crop s in  
th e  field , a m aj or sp ra yi ng ca m pa ig n Was undert aken  to  co m ba t th e in cr ea se d 
th re a t of  los ses  fro m pe sts. Fiv e mill ion dol la rs  is  re qu ir ed  to  re im bu rs e oth er  
ac co un ts  fo r thes e em erge nc y ob lig at ions . The  re m ai ni ng  $32 mill ion is prop osed  
fo r the f ol lowing pr og ra m s (f or a to ta l of  $38 m il li on) :

1. Gra in sto rage .— One of  th e  m ajo r losses  of  th e flood  w as  th e  des truc tion
V of  st or ed  gra in s wor th  ap pr ox im at el y $100 to  $150 mi llion , mu ch  of  wh ich  was

st or ed  in mud  bins  wh ich  w er e de st ro ye d.  As m aj or ef fo rt s are  be ing mad e to  in ­
cr ea se  th e fa ll  cro ps , in cr ea se d st or ag e ca pa ci ty  is needed . AID  prop os es  to pro ­
vide  $4 mi llion  to  co nst ru ct  bo th go ve rn m en t w ar eh ou se s an d vi lla ge  st or ag e 
fa ci li ti es  whic h wo uld  per m it  th e pur ch as e an d sa fe  st or ag e of  a la rg er  per ­
ce nt ag e of  th e cro ps  in  flood as  w ell as no rm al  y ea rs .

2. Tu be wel ls .— An est im at ed  20.000 to 25,000 die se l an d e’ect ri ca lly powe red  
tube w el ls  were  da mag ed . A ID  prop os es  $2 mill ion to ass is t in th e re hab il it at io n 
of  th es e tube well s, a m aj or st ep  ne ed ed  to  re st or e pr od uc tion  and he lp  peo ple  
ge t ba ck  to  t heir  f ee t.

3. Roa ds , ra ilway s,  an d po wer .— Reb ui ld ing seco nd ar y an d pr ov incial  ro ad s 
is an  im port an t ob ject ive in link in g vi lla ge s to  m aj or hi gh way s an d is neces­
sa ry  fo r m ar ke ting ag ri cu lt u ra l comm od itie s. Thi s im port an t wo rk,  to  lie  carr ie d  
ou t by la bor  in tens iv e mea ns , will  pr ov ide needed em ploy men t in th e ru ra l ar ea s.  
In  ad di tion , da mag ed  ra il  lin es  will  need  to  be re pa ired . AID  es tim at es  th a t $5 
mill ion is needed  to su pp or t th es e pr oj ec ts  as  we ll as  to re pl ac e su pp lie s an d 
eq ui pm en t of  pr ov in cial  el ec tr ic  au th ori ti es used  in th e re hab il it a ti on  eff ort .

4. Schools .— App ro xim ately 7,000 pr im ar y,  mi ddle,  an d se co nd ar y sch ools m us t 
be repl ac ed  as  a re su lt  of  th e d is as te r.  A pro je ct  fo r th e co ns truc tion  of  sch ools 
to  re pl ac e thos e de st ro ye d is  prop os ed  on a co st -s ha ring  ba sis . S ta ndard  pl an s 
wo uld  be dev elo ped fo r ea ch  type  of  school  which  wo uld in co rp or at e pl an s fo r 
flood re si st an t co ns truc tio n.  AID  fu nd s wo uld  pr ov id e ap pro xim at el y 70 pe rc en t 
of  t he  c os t of  t he  b ui ld ings . Fur ni sh in gs , books, an d su pp lie s wo uld be p rovide d by 
Gov er nm en t of P ak is ta n  a n d /o r o th er dono rs.  AID  is co ns id er in g prov id ing $7 
mi llion  fo r fin an cin g th is  ac tivi ty .

5. Med ica l fa ci li ties .— The  flood co mplete ly  de st ro ye d or  seve re ly  da mag ed  
100 med ical fa ci li ties  ra ng in g from  ho sp ital s to  fa m ily pla nn in g cli nic s. Th e 
AID  effo rt,  es tim ated  a t $1 mi llion , wo uld  be di re ct ed  to  re co ns truc tion  o f  th os e 
fa ci li ti es  dee me d mo st im port an t fo r pr ov id in g ba sic  hea lth  se rv ices  in th e qu ick -

> es t po ss ib le  man ne r. The  pr oj ec t will  be ba sed on a sh ar ed -c os t ba si s w ith  A ID
pr ov id in g fu nd s fo r ap pr ox im at el y 70 per ce nt  o f the  cos ts.

G. C om m un ity wat er .—  T he  flood ru in ed  th e sa fe  w ate r supp ly  of  ma ny  vi lla ge s 
an d ci tie s.  A pr oj ec t to  pr ov id e pu mpe d an d pip ed w ate r sy stem s to som e 1.200 
vi lla ge s w ith  po pu la tion s of 2.500 or  ov er  is  pl an ne d in  ord er  to  par tl y  re st ore

* th e wide  ra ng e of  s af e w ate r fa ci li ti es  wh ich  we re  de st ro ye d.  It  w ill  b e co nd uc ted
on a co st -sha ring  b as is  w ith  th e A ID  s ha re  p ropo sed a t $3 mi llio n.

7. M aj or  ir riga tion  w ork s.— R es to ra tion of m aj or ir ri ga ti on  works , a cr it ic al  
el em en t fo r m ain ta in in g agri cu lt u ra l prod uc tio n,  will  re quir e mo ving  ap pro xi­
mately 59 mi llio n cu bic yard s of eart h . Th e Gov ernm en t of  P ak is ta n  has  al re ady  
acco mplish ed  ap pr ox im at el y 10 pe rc en t of  th is  ta sk . A pro je ct  is pl an ne d to  
as si st  th e  Gov ernm en t of  P ak is ta n  in co mpleti ng  th is  pro je ct  as  soon as  poss ibl e 
by sh ari ng  som e of  t he co sts an d by pr ov id ing som e of  th e sp ar e part s re qu ired  to  
re pair  flood da mag ed  m ac hi ne ry  a lr eady  in pla ce.  Thi s will in cr ea se  th e am ou nt  
of  m ac hi ne ry  av ai la bl e fo r th is  wor k an d ther eb y ex pe dite th e ta sk : $10 mill ion 
is es tim at ed  by AID  to be re qui re d fo r th is  a ct iv ity.



ANNEX C

E a rth quake  in  M an ag ua

(hi December 23 of las t yea r the city of Managua was struck by a devasta ting  earthqu ake  in which an estim ated 10,000 people were killed, 20,000 injured, and over 200.000 were left homeless.
'l'he inte rnational community  responded rapid ly and generously to the plight of the Nicaraguan people. An estimated $35 million in assistance flowed to that  country  in the months following the disaster.  Official U.S. assistance in the early  emergency stage of recovery totaled approximately $12.(5 million. (This included $3.9 million in Public Law -480. titl e II food, $3 million for an emergency shel ter program, two U.S. mil itary field hosp itals and other emergency assitance .) Relief assis tance  from U.S. private sources is estimated to have  been $8.4 million and help from the  internatio nal  community—that  is, other donor countries and foreign private organ izatio ns—tota led $14.3 million.
In February,  a $15 million loan was extended to the Government  of N icaragua by Al l) to help insu re th at  economic activ ity in the count ry was not unduly slowed down by the devasta tion caused by the  earthquake . These funds helped finance rubble removal and salvage operations,  construction of two new hospitals, emergency repair and expansion of provisional hospi tal faci’ities, clear ing and repair of major  drainage channels , repair of an essen tial highway serving Man­agua and five bridges, construction of provis ional classrooms, repair of usable public buildings, the construction of a customs office and warehouse and the  costs of a con trac t with the Central  American Gradu ate School of Business A dministr a­tion to provide the Government with the capac ity for planning the reconstruct ion effort. These activ ities , most o f which were labor  intensive and thus provided job opportuni ties for thousands of unemployed earthqu ake  victims, were considered vital  first steps in the reconstruc tion and rehabi lita tion  process.
To date the funds  from this  program loan and some funds  from preceding loans have enabled the Government of Nicaragua to :
Complete 244 classrooms in Managua, rep air  210 classrooms damaged by the earth quak e, and begin construction  of 800 more in Managua. There  are  now sufficient classrooms to provide  primary education to every chlid in Managua on a double-shift basis.
Rehabili tate and expand one 300-bed hosp ital—the only one now operating  in Managua, expand the physical rehabili tation center,  cons truct five warehouses for hospital supplies and medicines and begin the construction of two new 250- bed hospitals. It  is estimated that  the new hosp itals  will be completed by May 1974.
(’lear 550 city blocks tota lly destroyed by the earthquake. (To date, salvage operat ions have been vir tua lly  completed, 250 blocks have  been cleared of rubble and a contrac t with a U.S. firm has recently  been signed for the demolition and clearing of the remaining  300 blocks. I t is e stimated  that  demolition and cleanup operations  in Managua will be completed by Jun e 1974.
Clear and rehabi lita te 8.1 kilometers of sto rm drain s.
Pave 3.5 kilometers of roads, and ini tiate construction  o f five bridges, to reroute traffic around the old central  city.
Restore to use public buildings which were  damaged but  not entire ly destroyed by the earthquake.
While progress is being made, and we are proud to have made a contribution  to this progress, the majo r task s of recon struc tion lie ahead. The vital cente r of Managua is still unoccupied and unusable; the  f aci liti es it contained have not been replaced. Despite  the  real  progress made in providing hospitals and tem­porary schools, the faciliti es thus far cons tructed do not approximate the levels exist ing prio r to the earthquake, levels which were inadequate even then. The replacement value of housing and public faci litie s lost in the earthquake  has been estimated at  $500 million and the decision to spread the new city over a greate r geographic  area to lessen future  seismic risks and rising price inflation will likely cause recon struc tion costs to be even higher. Nicaragua will need sub stan tial  addi tiona l outside  assis tance  if it is to complete the task  of recon­struction  within  a r eal istic time  frame.
The Government of N icara gua is now in the  las t stage of adoption of a mas ter plan for the  replacement of faci lities destroyed in the earth quak e. This planning is based on the scientific and  technica l advice of many experts on urban plan ­ning, including a group sponsored by the  Government of Mexico; the study of geological con stra ints  by the  U.S. Geological Surv ey; reconstruc tion studies by



13

an internatio nal  group  sponsored by the  World Bank, the Inter-Amer ican Bank 
and the Organization  of American State s; and economic analy ses conducted 
through  the Cen tral American School of Business Administra tion (INC AE) . This 
work is expected to resu lt in guidel ines for  fu ture  inves tment  essential  for the 
Government’s acceler ation  in the earth quak e.

Although AID'S part icipation has been significant , other donors have  also 
played key roles in the  reha bili tation and reconstruc tion efforts. In addition  to 
the internatio nal  dis aster relief  assistance noted earl ier, the Inter-American 
Development Bank and the World Bank  have made reconstruct ion loans of $16.7 
and $20 million, respectively, to help resto re power, telecommunications, and 
water services, construct educational facil ities , and  finance small industries.

The Government of Nicaragua also has  demonstrated a considerable measure 
of sel f-help by t aking steps to improve its own situat ion. Ear ly this  year it esta b­
lished a special $13 million fund for ini tia l rehabi lita tion  expenses. This fund  is 
based mostly on revenues from special taxes, largely on exports imposed imm edi­
ately  following the earthquake. These export tax  receipts for the first ha lf of 
1973 have been very  good, as demand for coffee, cotton, and beef have  been strong. 

m i Foreign exchange  holdings as well as  tax  receip ts have risen with the new export
advances. This will provide Nica ragua with  some cushion to star t to absorb  the 
heavy demand for foreign exchange that  will come with the  growing reconstruc­
tion effort. The Government  of Nica ragua has  shown a remarkable abi lity  to 
gear  up adm inis trat ively, which immediately af te r the earthqu ake  was a cause 

V  of concern, in connection with  its  effective util izat ion of AID’S program loan. A
special implementa tion unit set up with in the government to car ry out the  pro­
gram has worked well and is expected to be used as a model for other govern­
mental uni ts involved in reconst ruction efforts.

The Nicaraguan private sector also has shown highly commendable resilience. 
Activity  in the  ind ust ria l sector is up to 95 percent of preearthquake lev els ; 
employment in the commercial sector, according to data from the Social Security 
Insti tut e (which generally does n ot cover small, self-employed ar tisans and the 
service tra des),  was at  75 percent of prequake  levels as of June 1973. One large, 
new 195-unit shopping  center is in opera tion and three more are  unde r construc­
tion. Thus far , the  Nicaraguan cons truct ion industry has been able to handle 
the volume of new construction  and is tak ing  steps, such as sponsoring a tra in­
ing program for skilled workers, to gear  up for  the much gre ate r demands to 
come. It seems clear,  however, th at  some construction capac ity will have to be 
imported once the reconstruc tion effort  reaches full  momentum.

In summary, the  relie f operations have been extremely successful and the 
prospects for reconstruct ion are  promising . The Nicaraguan economy has proven 
to be unexpected ly resilient. Development of financeable reconstruc tion plans are 
near ing completion.

AUTHORI ZATIO N REQUEST  FOR EME RGENCY AID

Mr. Passman. Thank yon for a comprehensive statement, Mr. 
Williams.

We have certain questions to ask about the request.
Are you requesting an authoriza tion for the $150 million budget 

amendment ?
* Mr. W illiams. We are requesting an authorization, and we under ­

stand this is under consideration by the appropriate committees, Mr. 
Chairman.

. Mr. P assman. Have you submitted formally to Congress an official
budget request from the Office of Management and Budget and the 
President for these emergency funds ?

Mr. Williams. That is correct. The President has requested the $150 
million as an extraordinary  supplementary budget request.

PROGRAM BREAKDOWN BY AREA

Mr. Passman. Would you please provide a detailed breakdown show­
ing the amounts for each area and the amounts to be allocated by 
specific programs within each area ?
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Mr. Williams. Yes. sir. 
[The information  follows:]

Supplementa l Request for  Sahel Recovery  Programs
Of the tota l request for .$40 million, about  $6 million is needed to address those continuing emergency needs which are  rela ted to maintain ing human and animal  life until  the nex t harvest. The major portion  of the  request,  about  $32 million, is required to address  those recovery needs which are  related to maximizing the harvest or nex t fall and to assurin g effective dist ribu tion  and util izat ion of donated food supplies. These funds  will be used for prio rity  needs in storage and tra nspo rt;  range management and  lives tock; agr icultural productio n; and heal th protection. AID will provide supplemental financing to expand and accel­era te the benefits of recovery activities being car ried  out by the host country governments. About. $1.5 million will be used to ass ist efforts to plan long term development requ irements of the Sahel. Support costs for the AID employees to be s tationed in the Sahel countr ies are estim ated  to be approximately $500,000.

Earthquake Reconstruc tion for  Nicaragua Low cost housing___________________________________________$15, 000, 000
U.S. disas ter assistance proposed for  Pakis tan

Mill ionsLo ans: $5S
Agricultu re Production  Loan__________________________________  ISCommodity Importa tion  Loan to increase agr iculture production, com­bat malar ia and replace lost equipm ent inventor ies_____________  40

Gra nt s: 37
Replace Contingency and Supporting  Assistance funds alrea dy used for Emergency Assistance and Pesticides and Seeds provided af ter  the d is ast e r_______________________________________________ 5Construction of Grain Storage Facil itie s________________________  4Rehabil itat ion of Tubewel ls___________________________________  2Rehabil itatio n of primary, middle and secondary schools__________  7Repa ir of medical fac iliti es___________________________________  3Rebuilding community water fac ilit ies__________________________  3Res toration of irrigat ion  works________________________________  30Resto ring roads, railway s and power___________________________  5

AMOUN TS PROGRAMED UNDER CO NT IN UING  RESOLU TION

Mr. P assman. What amount of A ll)  funds have already been allo­cated and obligated for these purposes?
Mr. M ILLIAMS. In the emergency for Pakistan because of the very serious floods there, there have been some funds already allocated, $5 million of emergency grants for medical relief and crop spraying, which were drawn, Mr. Chairman, from supporting assistance ac­count, and an $18 million loan for agricu ltura l imputs. This was done so th at we could meet the ext raordinary relief efforts that arose unite unexpectedly with the flood s ituation. We have also used $2.5 million of the contingency fund in the Sahel, largely for grain  transporta tion and medical supplies, as well as $1.1 million of development grant money.
Mr. Passman. Under the continuing resolution under which you are presently operating, there is a limit as to what you could obligate for these purposes.
Is that correct?
Mr. "Williams. That is correct, sir.

A
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Mr. Passman. Would you place in the record at this point, the 
amounts you have allocated under this authority ?

Mr. W ili jams. Yes.
[The information follows:]

Amounts Programed Under th e Continuing Resolution Authority

Pak is ta n: $5 million of supp orting assis tan ce ; $18 million of development 
loans.

African Salie l: $2.5 million of contingency funds;  $1.1 million of development 
grants.

Nicaragua : Nothing.

PROPOSED DEV ELOPMENT LOANS

Mr. Passman. Will the $150 million request be used to reimburse 
these accounts?

Mr. Williams. A portion of it will be used to reimburse the ac­
counts. For Pakis tan tha t would be $5 million in grants  to reimburse 
the contingency and supporting  assistance account, and it would 
also include $18 million in loans to reimburse the development loan 
account. F or the Sahel it would be $2.5 million for the contingency 
fund and $1.1 million for development grants .

Mr. P assman. Would you place in the record at this point the coun­
tries the development loans would be made to ?

Mr. Williams. Yes, sir.
[The informat ion follows:]

Development Loans P lanned F rom Disaster Relief/R econstruction 
Supplemental F unds

Pak is ta n: $58 million.
Nica ragua : $15 million.

PL AN NI NG  OF RE HA BILITA TIO N PROGRAM FOR NICARAGUA

Mr. P assman. Tn the budget document you indicate th at at the time 
of the transmittal of the budget the extent of the drought and flood 
disasters in Pakistan and Sahel could not have been foreseen. However, 
the earthquake problem in Nicaragua was known at the time.

Is that correct ?
Mr. Williams. The earthquake had occurred in December of last 

year, and we did know there would be a very large construction pro­
gram and expenditures required.

However, Mr. Chairman, we did  not know exactly what that would 
be or what the plans of the Government were.

Mr. 1 ’assman. The U.S. Government or the Nicaraguan Govern­
ment ?

Mr. W illiams. The Government of Nicaragua. So we were not able 
to make a request at that  time.

Mr. Passman. It  follows, nevertheless, that  the earthquake had 
transpired. We had U.S. personnel in Nicaragua evalua ting the dam­
age. Didn’t all this happen prior  to the time of the  Janu ary  submitta l 
of the budget ?

Mr. Williams. Yes. sir, it happened in late December just before 
Christmas, Mr. Chairman.

24-904—73------2
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Mr. Passman’. During our hearings in the early months of this year, 
did you testify for any funds fo r Nicaragua?

Mr. K leine. Mr. Chairman, in our request for 1974 we did refer to 
activities tha t we had funded out of fiscal 1973 for the first stages of 
the emergency and the immediate rehabilitat ion stages following the 
earthquake.

And in our submitted program we had some programs totaling up* 
to $50 million that we said we had not yet refined, that these were still 
being considered in light of the planning by the Government of Nica­
ragua for reconstruction, and only during the subsequent months have 
these plans become more firm.

We are now in a position to be able to respond for the reconstruction 
phase.

Mr. Passman. B ut you did not at the time specify any particular 
amount for Nicaragua?

Mr. Kleine. Not within the program request.
Mr. Passman. The committee felt inasmuch as you had this prior 

knowledge, t hat  any funds for Nicaragua could be allocated out of 
prior appropriated funds or deobligated funds.

r certainly hope you are not asking for  additional funds if  adequate 
funds were requested in your original submission. You understand, 
this committee is trying to be considerate of the budget proposals.

Mr. Williams. We could not have foreseen the request, what its 
size would be, Mr. Chairman, and the budget that was put forward was 
a very lean budget. Tn fact it was well below any prior  year request.

I)r. Hannah, when he testified at that time, said in his judgment the 
budget was a lean budget and not adequate to meet our interests in the 
developing countries and if any unforeseen or additional requirements 
arose he would need to come back to the committee.

Mr. Passman. Yes, I recall that statement; and that at least gives 
us some reason for de termining whether additional funds will be p ro­
vided.

ALLOCAT ION OF FUNDS

How much of the $150 million will be allocated to Nicaragua?
Mr. Williams. $15 million in loans out of the $150 million is planned 

for low-cost housing in Nicaragua.
Mr. P assman. You are ta lking about a loan out of the $150 million?
Mr. Williams. That is correct.
Mr. P assman. Wha t p art  of the $150 million will be for loans and 

what part  for grants?
Mr. W illiams. The $15 million for Nicaragua will be in loans and 

for Pakistan the figure is $58 million. Again they will be loans.
Mr. Passman. I believe Nicaragua and Pakis tan are eligible for 

all forms of aid, are they not?
Mr. Williams. They are.
Mr. Passman. With the exception th at Pakistan wouldn't be eligi­

ble under the Alliance for Progress program.
Mr. W illiams. Yes. We have ongoing programs in both countries, 

although T will say that  the Public  Law 480 has been severely cut 
this year because of shortage of available commodities.
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DEOBLIGATIONS AND REFLOWS

Mr. 1 ’assman. Don 't you have  a pr et ty  lar ge  AID  fund ing pip elin e 
that  you can draw  from?

Mr. W illiams . Th e pipelin e, as you know, Mr. Ch airma n, is fo r 
com mit ted  and ongoing  obligatio ns and  can not be dra wn  fo r un fo re­
seen con ting encies such as disaste r and recons tructio n.

Mr. P assman. Is n ’t the re alw ays  a lar ge  amount of deo bligat ed 
fun ds th at  c an be mad e ava ilab le fo r emergency pro jec ts?

Mr.  W illiams . F ir st  of all the budget is very tight to beg in with,  
and  second the  reflows, as you know, at  least it has  been proposed on 
the  Senate side,  have been sugges ted  to  be  cut  out.

Mr. P assman. I t  hasn’t become law  yet . You are  op erat ing unde r 
the old law. Is n’t th at  corr ect?

Mr. W illia ms. Yes; but as you know we pre sen t a to ta l prog ram , 
Mr. C ha irm an , wh ich includes th e calcula tion o f reflows.

M r. P assman. Do n't you have some unfo reseen reflows?
Mr. W illiams . Thev seem to be less th an  we had foreseen earlier.  

Mr. Ch airma n, fo r reasons be yond  our  contro l. So in f act  t hat  tig hten s 
Ihe s itu ation  as to the fund a va ilabil ity .

Mr. P assman. I y ield to  Mr. Sh rive r of  Kan sas.

HUMA NITA RIAN  NATURE OF REQ IEST

Mr. Shriver. Th is is a sup pleme nta l requ est which  we u sed to con­
sider sort  of  an emergency reques t, som eth ing  not an tic ipa ted  in the  
previous sta tem ent. It appears  to me much  of th is is j us t or dina ry  aid 
and  not the result  of  some recent o ccur rence.

If  you remove from thi s reques t those items which are lar ge ly for 
lon g-term  reh ab ili tat ion and  deve lopment, how m uch would t hat  leave 
for the  immedia te hu man ita ria n needs  ca used  by disasters?

Mr. W illiams . Mr.  Con gressman, the  three  disasters  th at  occu rred  
could  not have been  foreseen an d the y were  very  large disa ster s.

The floods in Pa ki stan  tha t occurred,  i nu nd ate d an are a three times 
the  size of Con nec ticu t, adverse ly affec ted the  lives of  5 million people, 
and lef t untold dam age  beh ind.

Th is is an emergency reconstruct ion  proposal to help these  peop le 
rebuild th ei r live lihoods in terms  of homes th at  were des troyed , some 
900,000. I can not  see thi s as nor ma l develop ment in any sense as it 
affects Pa kista n.

These were unpre ced ent ed floods. Th ere  has  never been floods like 
th is in th e h istory of  Pa kista n,  sir.

Mr. Shriver. None of these  item s then are  for lon g-term  reha bi lit a­
tion ?

Mr. W illiams. Tha t is co rrect. I t is en tirely  hu man ita ria n because of 
the  ea rthquake , th e dro ught,  an d floods in  each of  the  are as where these 
terri ble d isaste rs h ave  occurred.

U .N . CO NTR IB UTI ONS

Mr. S hriver. Wha t has the  Uni ted  N atio ns contrib ute d in  these th ree  
dis as ter  areas?
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Mr. Williams. The United Nations, in the Sahel, has collected 
funds from other countries. We have contributed to the United Na­
tions fund some $300,000. I  believe the total fund is $8.3 million for 
the emergency relief in Sahel.

PERCENTAGE OF UN ITE D STATES TO OTH ER DONOR CON TRIBUTIONS

Mr. S hriver. I Iow much are you asking for the United States here 
to contribute to that particular fund ?

Mr. Will i' ms. This was in the emergency relief  period. We are not 
asking that the $40 million go through United Nations administra ­
tion. These are funds that we would hold under our own direct bi­
lateral administrat ion.

Mr. Shriver. T unders tand tha t.
Mr. W illiams. I am sorry. Maybe I did not understand your ques- tion. sir.
Mr. Shptver. IIow much have these other nations contributed to 

the three disasters as it would compare with the amount you are ask­
ing here for our contribution ?

Mr. Williams. In terms of the Sahel, the worldwide contribution 
to date has been $154 million of which the U.S. contribution to date 
has been $47 million. Most of the U.S. contribution is in Public Law 
480, title I, food.

Tha t is to say, $10 million was for food and $7 million was from 
ATI) contingency funds. For the future we would expect those pro­
portions to remain the same. In other words, we would he making 
about a thir d of the contribution to the emergency relief and recon­
struction costs of Sahel.

Mr. Shriver. In  addition you are asking for this amount for the Sahel?
Mr. Williams. Tha t is correct.
Mr. Shriver. It  would be more than a third of the total ?
Mr. Williams. No. We expect th at other contributions will he com­

ing from other countries in helping with the ongoing emergency in the 
Sahel and that our propor tion would remain about a third of the tota l, sir.

FER TILIZE R PRO CUREMENT

Mr. Shriver. How much of this request is for fertilizer?
Mr. M illiams. Fertilizer imports for Pakistan represent a portion 

of the $18 million agriculture  production loan. Air. Shriver, but the 
exact quantity would depend on availability and price. 4Mr. Shriver. Where will that come from ?

Mr. MacDonald. It  is dependent upon the supply.
Mr. Shriver. We are short in this country.
Mr. MacDonald. Yes. 

wMr. S HR ivER . My farmers can’t get it.
Mr. MacDonald. I here is a world shortage and the Pakistan Gov­

ernment has sought to order fertil izer and has been very unsuccessful 
in getting  either supply or prices that they can afford.

We had anticipated something on the order of $10 million or $12 
million worth for Pakistan in the special agricultural production loan.They are not likely to get more than $5 million worth.

Air. Siiriver. I have used up my 5 minutes, Mr. Chairman.
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Mr. P assman. Tha nk  you , Mr. Sh riv er.
Mr . Lon g?

REGIONAL COOPERATION OK SAHEL DROUGHT COU NTR IES

Mr. Long. Did any concrete agreem ents on reg ion al coo peratio n 
among  these dro ught-affect ed Sah el sta tes  come out of  the  Septe mb er 
meetin g ?

Mr. W illiams. The Septe mb er meetin g at Ouaga dou gou , Upp er  
Volta,  is the second meetin g of  the  State s jo ining toge ther  to coo rdi ­
na te assis tance  and  meet th ei r regional prob lems, Mr. Congres sman.

Th e conclusion of  the  Sahel Governments at  the Sep tem ber  m eet ing  
was they had  a co nti nu ing  dis as ter  on th ei r han ds.  As  indeed the y 
do—th e crop  has  ag ain  fai led . And the y cal led  fo r fu rther  a ssis tanc e

* from the  in ternati on al  commun ity.
They presen ted  a program  of rel ief  and reh ab ili ta tio n which was 

costed  at about $900 million.  They set some pr io rit ies in terms  of  need 
fo r emergency rel ief .

Mr. Long. Did they  do an ything  to come up with any  conc lusion 
about wha t they migh t do to help them selves or  w as t hi s meetin g con­
cerned with wo rking  up a requ est to the in te rn at iona l com munity , 
inc ludin g the  U ni ted  State s?

Mr. W illiams. They did  discuss measure s fo r regional pro gra ms  
a flee ting  wafer a nd  fo r regional pro gra ms  aff ect ing  the graz ing rig hts 
as it involved the  whole  region. They saw a need here . I would not say 
the y have  come to a conclusion as to exa ctly  how the y will  pursue the  
prob lem.

Mr. Long. Tha t was t he ir  m ain int ent at the  mee ting . Righ t?
Mr. W illiams. I am sor ry,  sir .
Air. Long. There  is no ind ica tion from  the  meeting  they are  rea lly  

goi ng to do any th ing about th ei r own problem ?
Mr. W illiams. Tn a meetin g that took  p lace  over  se vera l day s the y 

eerta inl v iden tified th e p rob lem , and th ey did  set up a perm anent secre­
ta ri at . 1 th ink the y have an in ten tio n to do som eth ing  a bou t it. They 
did  not accomplish conc rete prog ram s at  the  meeting  itse lf.

Mr. Long. Pu t down fo r the  reco rd a coup le of th ings  you th ink 
they could do abo ut it as opposed to us.

[The inf orm ation  fol low s:]

Self-Help Efforts of th e Saiie lian Drought Countries

The performance of the six Sahel  count ries in attempting to overcome the
* consquences of the worst drou ght  in a century  has  been impressive, especially  

when the basic economic circ umstances of these  c ount ries  are  kept in mind. For  
example, the per  capi ta income, even dur ing norma l years,  rang es from $70 to 
$180.

w Most of these nations are among the 25 rela tively leas t developed coun tries
in tlie world. The average annual real  growth rat e is only 1.4 percent. Approxi­
mately  90 percent of the tota l labo r force is engaged in agr icul ture , much of 
which is on a subsistence basis. Up to 75 percent of the ir development  budge ts 
and up to 30 percent of their  normal  operating  budget are  financed by external 
assistance. None of these coun tries  could afford to import food on commercial 
terms in the amounts requ ire d; none of these  coun tries  really have financial 
resources which could he diverted to  drought-re lated  problems.

What the governments have done in the short run is to reorien t the util izat ion 
of the ir exist ing inf ras tru ctu re and manpower resources to meet ing the drought 
problems.
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Specifically, the  Armed Forces of Mali have und ertaken  the dist ribu tion  o f 
donor grains and were largely responsible for gett ing grain to popula tions on- 
farm. This activity  has  insured that  populations would be onsite for plant ings 
this season. In Senegal, Mali, and Upper Volta, volu ntary wage taxes were 
utilized for nationa l relie f funds. All governments utiliz ed executive powers to 
direct tran spo rters to utilize commercial mechanisms for public activ ity, foreign 
exchange licenses were revoked to conserve scarce availab iliti es for emergency 
requirements, and heal th min istri es disrupted reg ula r activity  and devoted 
atte ntio n to the most press ing needs. In Mali and Niger, local Ited Cross chapters , 
with  government suppor t, estab lished refugee  centers for  dislocated imputations 
from thei r and adjo ining countries.

In the long run, that  is once the immediate thr ea ts of mass starvat ion, mal­
nutr ition, and disease have been averted , the countries  can begin to develop the 
agr icu ltural  produc tion base, the  range management systems, and the wate r 
resource  arrangemen ts which will be required for  development. The coun tries  
have taken  the first steps  in thi s direction by agreeing a t the Ouagadougou meet­
ings to estab lish regional  programs. It  is imp orta nt to remember that  solely 
technical questions are  not at  issue. The programs  which need to be developed 
affect the basic sociocultural pa tte rns  of an area  near ly as large as the  United 
State s. The process will of necessity be slow and resu lts will be difficult to 
gage or  quantify .

FR E N C H  AS SIS TA NC E TO SA HEL

Mr. Long. Wha t por tion of t he  aid  needed by these co unt ries  is be ing 
pro vid ed by France,  ke eping in m ind  th at  they were all for me r F ren ch 
colonies and  F rance comes p re tty  close to  be ing  as proper ous a cou ntry 
as we are per cap ita  ?

Mr. W illiams. Fr an ce  has been a very large  co ntr ibuto r for these  
countries.

Mr. L ong. Fo r the em ergency rel ief  pro gra m ?
Mr. W illiams. Yes, sir.  Fo r example, in ter ms of food, which was 

the  main req uirement , the  French  have pro vid ed  78.000 tons o f gra in.
Mr. L< )ng. W ha t prop or tio n is t ha t of  th ei r needs  and how does t ha t 

compare  w ith  wh at we are  being a sked to  do ?
Mr. W illiams. I t  is abo ut a th ird of  wh at we have done in cereals 

las t yea r, Mr.  Chairma n. But  th ey also pu t food  in throug h the  Eu ro­
pean Economic Comm unity  which is $11 million, and the two  togethe r 
come to a bou t hal f o f what we have done.

The cash, however, is much larger. The Eu rope an  c on tribu tion was 
$22 mi llion fo r general  rel ief  purposes such as t ra ns po rt in g the  g ra in , 
as com pared to our $6 mill ion. 1 would say  the  Fre nch are  ca rry ing 
a very  large  sha re of the  burden  of the  assi stan ce to these coun tries .

AL LE VIA TI NG T H E  C AU SE S OF D ISA STER

Mr. L ong. I would guess that thi s type of  d isa ste r has probab ly been 
his tor ica lly  very crue l, bu t na ture ’s way  of ho lding  populat ion  down.  
They have  pro bab ly had  many of these dis ast ers  in the long his tory 
of  th ese regions.

Wh en we come in wi th food and these t hing s we make it unne cessary 
fo r them to do an ything  rea lly  to res tri ct thei r populat ion  and  so on.

Ts the re any  recogn ition of that , because we are  pu tti ng  them  on a 
high er  and high er  scale from  which  the y could fal l if  we ever pulled 
out ?

Mr. W illia ms. Th is is a very real concern to me. Congressman. F irs t 
of  a ll, th is  is the  worst dis as ter  they  have seen fo r a cen tury . The rec­
ord s show the y had som eth ing  like th is  about a hundred  yea rs ago.

Mr.  Long. They have oft en  had cruel  dis ast ers , hav en 't they?
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Mr. W illiams. It  is a cruel env ironm ent  in Sah el of  Sa ha ra.
Mr. Long. If  we are  go ing  to keep he lpi ng  them the y have to do 

something.
Mr. W illiams. Th is is a ma in purpose of the  l arg e pa rt  o f th e fun ds 

we are  requ est ing—to focus  on recovery and pu tt in g th em in a posit ion  
to produce . Otherw ise we will have  these cou ntr ies  on permane nt dole. 
I c ould  not agre e with you more.

congressional notification

Mr. Long. W hy do you no tif y only the  chair ma n of th is committ ee 
of the sh if t of fund s from  the “S up po rti ng  ass ista nce ” account ?

Mr. W illiams. On Au gust 29,1973.  Mr. W illi am s, as Acti ng  Adm in­
is trator , sent a l et ter  to  the chairma n of the  Sub com mit tee  on Fo reign  
Op era tio ns  of  th e Hou se Com mit tee on Ap pr op ria tio ns  and  th e ch ai r­
man of  the Subcom mitt ee on Fo reign  O perat ion s o f the  C omm ittee  on 
Ap pr op ria tio ns  of the Sen ate , expla ining  and ju st ifyi ng  the  $5 mi l­
lion  supp or tin g ass istance  expend itu re in Pa ki stan . Since th is pr o­
posed expend itu re constitute d the  in iti at ion of  a new su pp or tin g as­
sistance ac tiv ity , the  appli cab le ap prop ria tio n act req uir ed that  it be 
justi fied to Congress.

Th is special jus tifi cat ion  req uirement  was added by the  Fo reign  
Ass istance  and Re lated  Pr og rams App ro pr ia tio n Act  of  19G8 (Pub lic  
Law  90 -249). In  te st ify ing before the House S ubcommit tee  on F oreig n 
Op era tions , Mr. Gaud, then  AID  Adm in ist ra to r, expla ined the 
Agenc y’s in te rp re ta tio n of th is  prov ision. He  sta ted  th at  ordina ril y 
new pro jec ts will be just ified by inclusio n in the con gres sional prese nta ­
tio n book s; however, he ind ica ted  that  if  the need  s hould  arise  to in i­
tia te  a new ac tiv ity  at a tim e subsequen t to th is prese nta tion. AID  
wou ld sub mit the jus tifi cat ion  mate ria ls to the  App ropr ia tio ns  Com­
mittees on behalf of Congress. (H ea rin gs  on Fo re ign  Assistan ce and  
Re lated  Agencies Ap pr op ria tio ns  fo r 1969, pt.  2 at 349.) Since that  
time , it has  been A ID ’S pra ctice  to submit  such jus tificat ion  ma ter ial s 
to the  ap prop ria tio n committ ee cha irmen in th ei r official capacit ies.

W H Y  MA NA GU A W IL L HE RE BUIL T IN  T H E  SA ME LO CA TIO N

Mr. L ong. Why is th e Un ite d State s prov id ing a ssis tanc e t o Ni cara­
gua  to reb uild the  city of Managua  in the  same loca tion  where  it was 
des troyed  by an earth quake?  Can  you gu aran tee th at  there  will not 
be anoth er  ea rthquake in the  same place?

Mr. W illia ms. The Go vernm ent’s decision was in accord with the  
recommenda tion s o f a h igh- leve l in ter na tio na l pan el, spo nsored by the  
Tnter-A mer ican  Dev elopme nt Rank, the  Or ga niza tio n of Am eric an 
Sta tes , and the  Worl d Rank, which noted  th at  much of  the  co un try ’s 
indu st ria l capacity rem aine d lar ge ly in tac t aro un d the  d est roy ed core 
of Ma nag ua and  subs tan tia l amoun ts of in fras truc tu re  (waterlin es, 
sewers , connecting  highways , etc.)  in the  immedia tely  su rro undin g 
area w ere sti ll usable. The  in ter na tio na l pan el also p oin ted  out that  su b­
stan tia lly  all of  Nicarag ua  was in a hig h ea rth qu ak e-ris k area . The  
poli cy o f d ispers ion  of  facil iti es  adopted  by the Gov ernment will lower 
the  risk in any given  ea rth qu ake of  the  kind  of  t ota l des truction th at  
took  place in December 1972. Th e Government  of  Nicar agu a has  de­
cided  to rebuild in the  same gen era l are a thou gh  ut ili zing  qu ite a dif -



ferent patte rn for reconstruction. The new city will be deconcent rated 
and spread out over a wider area and new construction is to be carried 
out utilizing earthquake resistant building codes.

PA KIST AN  DEBT RESCH EDULING

Mr. Long. Connected to the flood disaster in Pakis tan, has there 
been recently or is there projected a rescheduling of the Pakis tani 
external debt, public and private?

If  so, would you provide for the record the terms of this resched­
uling and a brief analysis of the Pakistani external debt situation. 
Please indicate the level of participation  in the rescheduling of all 
aid donors and of private agents, such as export suppliers and private 
banks.

Mr. Williams. As a result of the 1971 war, Pakis tan was left with 
the burden of servicing $3.5 billion in foreign debt, having lost more 
than half  its population and a major source of foreign exchange earn­
ings. As an interim measure, until the debt could be divided, consor­
tium creditors agreed to reschedule 56 percent of debt service due on 
official credits, originally in the 26-month period ending June 30, 
1973, and later extended an additional year to June  30, 197-1. lie- 
scheduled service is to be repaid  in 5 years including 2 years of grace. 
No private credits were affected. In the absence of movement toward 
division of the prewar debt between Pakis tan and Bangladesh the 
creditors agreed tliat they would impose no sanction on Pakistan for 
failure after  June 30, 1974, to service debt incurred for projects visi­
bly located in Bangladesh and the Bangladesh Government has indi­
cated its willingness to assume liability fo r them. The  total of the two 
interim reschedulings was $336 million, $74 million, or 22 percent, 
of which is borne by the United  States. (The United  States is owed 
43 pe rcen t of the debt.)

The IBRD, as head of the Pakis tan Consortium, is studying 
Pakistan ’s needs for longer term rescheduling afte r the interim 
rescheduling period runs out. Its study is expected to be completed 
early next year.

The amounts of relief provided by the creditors in the two interim 
reschedulings were as follows:

Millions
Belgium ------------------------------------------------------------------------------------ $1. l
Canada ________________________________________________________ 9. 7
France  ------------------------------------------------------------------------------------   21. 7Germany ______________________________________________________ S5. 4
Japan --------------------------------------------------------------------------------------  62.7Net he rlan ds ____________________________________________________  5. 2
Sweden ________________________________________________________ 0. 4
United  Kingdom _______________________________________________  47. 1
United S ta te s_______________________________________________  73.9

Tota l -------------------------------------------------------------------------------  336. 0

UT ILIZA TION  OF BARGES

Mr. P assman. Thank you verv much, Mr. Long. 
Mr. Miller?
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Mr. Miller. Mr.  Willi am s, you men tion ed in your  test imo ny con­
cer nin g the  Sahel  th at  we will assist effo rts to expan d the  tonnag e 
cap aci ty of thes e facil iti es  and  imp rove the ra tes of uti lization  of 
barge fleets. Ar e you speak ing  of fu rn ishing  barges?

Mr.  W illiams . No, we are  not speak ing  of  fu rn ishing  barges. The  
problem  of  concern  is in Mali where in the  pa st  year, we have  had  
an  ai rl if t in orde r to move grain  to the  no rth ern pa rt  of  th e cou ntry.

The U.S . Air  Force  lif ted grain  from May  to October in orde r th at  
the  com munity  in the  no rth  on the  Ni ger Riv er,  Tim buktu , and  Gao, 
an d the  nom adic people who are  in refugee cam ps there, ha vin g lost 
th ei r herds  and to ta l means of assistance, wou ld not  starve.

What I am pro posin g fo r the year  ahe ad is to trv to avoid thi s 
expensive ai rl if t by havin g the barges  move more  s wif tly . Th is would  
be. ste pp ing  up  the  ca pacit y of the motors  of  these barges  so the v could 
sto re the grain in adv ance befo re the  period when  the riv er  fal ls and  
barge  traffic cannot  get thr ough.

In oth er words, th is is the  norm al way  of  fee din g these no rth ern  
com mun ities  and  these  are  measures we would tak e to try to avoid  
anoth er ai rl if t.

Mr. Miller. Are you speak ing  then of fu rn ishing  more powerful 
tugs  to  move t he barges  fas ter ?

Mr. W illia ms. We wou ld not be fu rn ishing  boa ts at all.  Mr. Con­
gressman. It  would be inc reasing the  capacity of  the  motors of  the  
boat. We would be fu rn ishing  th e motors  if  th is prop osal is accepted.

We w ould also be he lping them  wi th ce rta in  ma nageria l aspects of 
loa din g so they could get more grain no rth in the  shor t season they 
have when t he riv er  is na viga ble.

PRO JEC TS TO INCREASE  EM PL OY ME NT

Mr. Miller. You also speak of “p rojec ts to imp rove local die ts and 
create  employm ent are being developed.” W ha t typ e of emp loyment?  
Is  th at  new indus try  ?

Mr. W illiams. N o, it is cer tainly  not indu str y in thi s area. Th is is 
one of the  poorest areas in the  world . They are list ed at the  b ottom  of 
the  lad der as the  poo rest  countri es by the  Un ite d Nations.

These  are  f or  th e lar ge  num bers  o f people who are  to ta lly  desti tut e 
an d have no means of  l ivel ihoo d and  are  dep end ent  on rel ief  feed ing.  
Th is is no t a good sit ua tio n, and the  kind  of pro jec ts would be land 
cle ari ng  and im prov ing  w ate r c atchment  bas ins and dra ina ge, ir ri ga­
tio n—these kin ds of projects . Inte nsive lab or  r ela ted  more to rural  ac­
tiv ity , no t to in du str y.

SP EC IA L FLOO D TAX

Mr. Miller. In  the  case of  Pa kista n you sta te that  a special  flood 
tax,  expected to generate $77 mi llion addit ion al revenue,  would be p ut 
int o effect. Wh o pay s th is special  flood tax ?

Mr. MacDonald. The tax is a pplied nat ion wide,  but the  ma jor  con­
tr ib ut or s are  u rban  consum ers who have not been adverse ly affected by 
the  flood.

Mr. M iller. Who  have  not  been ad versely a fleeted ?
Mr. MacDonald. Yes.



OTH ER  DONOR CO NTR IB UTI ONS TO PA K IS TA N

Mr. Miller. You also indicate that other donors have given assist­
ance. You indicate the amounts such as for Great Britain , Canada, and Sweden. Now about Japan  and West Germany? Are they helping 
in any way? They are in a position at the present time to even pur­chase a pa rt of our national debt.

Mr. MacDonald. They have provided limited emergency assistance 
but have not as yet joined the rehabilita tion efforts, Mr. Miller, but 
the World  Bank will soon be making a recommendation to members of 
the Pakistan consortium with the suggestion that there be a sharing 
of the total costs. Pas t precedent leads us to expect that  consortium members will be responsive.

RE PA IR  AN D RE PL ACEM EN T OF  TU BE W EL LS

Mr. Miller. Would you explain the tubewells in that quite a bit of money would be used for the 20,000 to 25,000 diesel and electrically 
powered tubewells that were damaged.

Are we saying that new diesel engines and new electrical motors 
would be needed in order to bring the tubewells back up to standard  ?

Mr. MacDonald. Yes, a large number have been damaged or de­stroyed, some will need replacement. Air. Congressman, and others 
will need to be repaired. We do not have at the present time details as to how many will need replacing and how many will be repaired.

BA LA NC E of payments assistance

Mr. Miller. Tn your general statement you have mentioned the general balance of payments assistance to help offset the loss of for ­eign exchange earnings from the various countries. That is one of our big problems at the present time.
It  seems anv flow of cash toward another country would only create problems with our balance of payments. Would you explain your remarks ?
Mr. W illiams. We are not proposing a flow of cash, Mr. Congress­man. but proposing to provide American goods as essential imports to 

help Pakistan for i ts reconstruction. Consequently the effect would be neutral on our balance of payments.
Mr. Mtller. ITow would th at help their  balance of payments?
Mr. W illiams. They would need those commodities, and they have lost foreign exchange because of the destruction of their  crops, the 

destruction of the cotton crop and rice as well as the loss of almost a million tons of wheat that had already been harvested.
Consequently it helps them to meet their  essential emergency needs.Mr. Mtller. Without an outflow from them ?
Air. Williams. Tha t is correct.
Air Miller. In other words this would be given to them or pro­vided under long term loans, and therefore they would not have a cash outflow from their country. That is what you mean by helping them in the ir balance of payments?
Air. Williams. Yes. that is right.



Mr. M iller. Than k you very  much .
Mr. P assman. Than k you, Mr. Mil ler.  Mr. Bev ill ?

EFFECT OF EMERGENCY REQUEST ON REGULAR BUDGET REQUEST

Mr. B evill . Than k you, Mr. Cha irm an.
Mr. W illiams . I am not clear on the  tot al amoun t you are  seeking 

on the  sup ple me nta l for all of these countries. W ha t is the  tot al 
amount ? Is  th at  $150 mill ion?

Mr. W illiams . I t  is $150 m illion bein g reques ted, Con gressman, as 
a budge t a mendm ent.

Mr. Bevill. And th is  is solely fo r the rel ief  of  these thre e c ountr ies?
Mr.  W illiams . Tha t is correct, sir.
Mr. Bevill. T his  would not have  an ything  to do with your  regu lar 

ap prop ria tio n request for fiscal 1974 ?
Mr. W illia ms. I t would have some effect on th e fun ds th at  we would  

be p rovid ing  to  Pa ki stan  u nder the  r eg ular  re quest i n t ha t, tho ugh the  
emergency has been so ove rwh elm ing fo r Pa kista n,  the re has been 
some re-direct ion  of  th ei r own investm ent  pr ior ities , and  the re would 
be some redi rec tion o f our own pro gra m.

In the  cases of Sahel and  Nicarag ua  it has no effect on the  regu lar 
prog ram; it is en tirely  an ad dit ion al unforeseen emergency .

EFFORTS OF AFRICAN DEVELOPMENT BANK

Mr. Bevill. H as  the  Af rican  Dev elop men t Ba nk  tak en any  pa rt  in 
thi s ? Is it he lpi ng  in a ny  way,  and i f so, how much?

Mr. W illiams. I t  has expressed an int ere st to help . It  att ended the  
regional meetin g at  Ouaga dou gou  in Septe mb er and has  placed  its  
fac ilit ies  at  the  disposa l of these countri es. I don’t believe they  have 
made a decis ion on funds as yet. They hav e not made  an allo cat ion  
but are con siderin g i t.

Mr. Bevill. Th is puzz les me. Mr. Willi am s.
The purpose of th is  intern ational bank  was fo r the  developmen t of 

Afr ican cou ntr ies  and underde velope d cou ntr ies  the re in Af ric a, and 
we are being asked to make contr ibu tions  over  ther e in effect.

Yet  the  bank  ac tua lly  was set up fo r the purpose of dev eloping 
these  cou ntr ies , and T notice most o f the se fund s a re f or  developmen t to 
get them  back on t he ir  feet. Th is puzzles  me. Do you have  any  fu rthe r 
comment abou t t his ?

Air. W illiams . Yes, Mr. Congres sma n.
These funds are not fo r development as we wou ld normally  consid er 

it. These fund s are fo r an emergency th at  has arisen that  was un fore­
seen in terms  of the  fa ilu re  of the  cro p and  in terms  of the  de ath  of  
the lives tock herds  res ul tin g from  the dro ught.

These  are  eme rgen cy reli ef and  reha bi lit at ion efforts th at  are  pro-  
nosed and  develop ment bank s. IB RD , or the  Af ric an  Developmen t 
Ban k, are not no rm all y set ur> to deal with such emergencies.

The  African Developmen t B ank f un ds  are  r at he r lim ited and in fac t 
thei r ter ms  of refe rence do not include hu man ita ria n emergency aid.
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ASS ISTA NCE  BY INT ER NA TION AL  IlEl ) CROSS

Mr. Bevill. I s the  Interna tional  Bed Cross helping these countries any?
Mr. Williams. Yes, it is and I would be pleased to put in the record 

the In ternational Bed Cross and other voluntary agency contributions which have been substantial in each of the countries.
Mr. Bevill. Thank you, Mr. Chairman.

NATUR E OF REQUEST FOR EMERG ENCY AID

Mr. Passman. Actually this  is not a supplemental appropriation re­
quest. This is an emergency request to be added to your original sub­
mission and to be handled in the regular bill.

Mr. Williams. That is correct but it is an amendment to the budget.
Mr. P assman. But it is not a supplemental item.
Mr. Williams. Not as a supplemental appropriation , but it is a supplement to the budget.
Mr. P assman. Of course we do have a supplemental appropriation 

bill tha t is handled separately from our regular bills but you are 
presenting this on the basis it will be a part of the regular annual appropriation bill.

Mr. Williams. T hat is correct.
Mr. P assman. Mr. Boush.
Mr. Bousii. Mr. Chairman. I am confused. I guess I thought this 

was p art of the supplemental appropriations bill.
Mr. Passman. These items will be handled in the regular bill. The 

items have been submitted as budget amendments and not as a sup­plemental.
Mr. Bousir. Then, Mr. Chairman, this will not be included in the general supplemental bill ?
Mr. P assman. It will not be.
Mr. Bousii. Thank you for clearing tha t up because I  intended to 

pursue Mr. Shriver’s questions on this. I had considered it as a sup­
plemental, and I look at a supplemental as an emergency bill. I find 
moneys in this part icular proposal which I do not believe relate to 
emergencies as I  know emergencies.

Mr. Siiriver. If  you will yield.
Mr. Bousii. Yes.
Mr. S hriver. I  thought the same th ing. In fact, the statement Mr. 

Williams prepared says: “proposed supplemental appropriat ions,” and 
that  was my assumption, too. I am glad to ge t it straightened  out.

Mr. P assman. I wanted to clear it up because it is an amendment to the regular bill.
Mr. Bousii. In tha t event I  shall not ask any questions at this time.Mr. P assman. Mr. Yates.

CAL CULATING TH E AM OU NT  OF REQUEST

Mr. Yates How do you arrive at the figures that  make up your statement ?
Mr. Williams. The $150 million ?
Mr. Yates. Yes.
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Mr. W illiams. In  terms of Managua this is a contribution toward 
low-cost housing. The $15 million will build, I  believe. 6.000 units.

Mr. K if.tne. It  will be in the neighborhood of 9.500 to 10,000 units.
Mr. Williams. The destruction was o f course much greater than 

that.  I t is a judgment of the contribution tha t allows-----
Mr. Yates. I t isn’t precise then. The question was how do you make 

these computations?
Mr. Williams. It  is precisely $15 million in tha t sense, Congress­

man. I t is a judgment. I t could be higher. I tried to hold it to a m ini­
mum and still make a reasonable contribution to the very great needs 
present there.

In the case of Sahel I have roughly  tried to consider that  we would 
be providing about a th ird  of the total emergency re lief and rehabili ­
tation tha t would be required and that  I expect tha t other countries 
will be coming forward with. It is based on rather specific ideas of 
what needs to be done in order to avoid the situation that Congress­
man Long called attention  to. that  is to avoid having people on a per- 
manent dole from the international  community.

In terms of Pakis tan it is related to the kinds of needs they have in 
terms of the very large destruction that  took place.

Mr. Yates. How do you arrive at the  amount? Is this purely guess­
work ?

Mr. W illiams. Xot purely guesswork. These are judgment factors 
looking at their  needs, looking at their internal capabil ity and prob­
able contributions from other countries. Judgment, not guesswork.

Mr. Yates. In what amount are other countries making contribu 
tions?

Mr. W illiams. In the Sahel, as I mentioned ear lier, over the past 
year—and one can be more precise about the past year than about the 
future—$150 million was provided for the six countries for the emer­
gency. This was largely in food.

We provided $47 million of that , or a third . Our calculations for 
the future  are in terms of the food needs which will be as great in the 
period ahead as in the last year, plus  try ing to put them in a position 
to get a maximum crop in the next plant ing so tha t we don’t have this 
permanent year-to-year dependency.

And as in the past year, we would contribute about a thi rd of the 
requirement for the Sahel in the period abroad.

Mr. Yates. Thank you, Mr. Chairman.
Mr. Passman. Mr. Chappell.

* additional food assistance

Mr. Chappell. Just one question.
What percentage of these moneys are set aside for food as com-

* pared to housing ?
Mr. W illiams. None of these funds would be used for food directly 

which would be drawn from Public Law 480. So there is an additional 
assistance from the United States which would be under Public Law 
480.

However, they are rela ted to food in tha t it is hoped and directed to 
increasing the production in these countries so the ir dependency does 
not continue and does not grow on outside food resources.
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USE S OF EM ER GE NC Y A ll )

Mr. Chappell. Then specifically what does it go for ?
Mr. "Williams. In terms of Managua it specifically goes for low cost 

housing, the $15 million. In the case of the Sahel $6 million is for 
emergency transport in the movement of food, medical supplies 
largely.

The $32 million is very much directed toward agricultural produc­
tion. water catchment basins. In other words, we are trying to get 
what can be done within the next 9 months to improve the situation.

Mr. Chappell. I s that  Pakistan?
Mr. Williams. I am talking about Sahel at th at point.
Mr. MacDonald. For  Pakistan we are proposing $58 million in 

loans. F irst  is an $18 million loan and that is actually going forward 
now. We are pressing to get agricultural input into Pakistan and into 
the ground so the next crop will be as large as possible in order to 
avoid the risk of famine and in order to minimize further,  much more 
costly financial drains  on the Pakistan  treasury to  finance food imports. 
"We expect these inputs will be in the ground in time.

The additional $40 million will also largely be in support o f agr i­
culture but aimed a t the next plant ing season in the late spring  and 
early summer. The  remainder is all related to physical reconstruction 
of things damaged or destroyed—schools, hospitals, clinics, loads, 
bridges, tubewells, things of tha t sort.

Mr. Chappell. This is all in the inundated areas?
Mr. MacDonald. Yes; solely re lated to reconstruction.
Mr. Chappell. The crops can be put right back in the same area?
Mr. MacDonald. Yes.

averting future floods

Mr. Chappell. Wha t about the floods? Do you expect th at to be 
of any significance in the future? It  just destroyed all the food crops.

Mr. MacDonald. We recognize that . This is unprecedented by 
severe flood, but an effort will be made in the reconstruction of the 
irrigation systems to make the dams and the structures somewhat 
stronger than  they were so this won’t repeat itself 10 or 15 years 
hence.

TY PE S OF  FU N D IN G

Mr. Chappell. What percentage is loans and what percentage is 
grants ?

Mr. MacDonald. $58 million for Pakis tan is loan and $37 million 
is grant.

Mr. Chappell. ITow about the other countries?
Mr. Wh.lt \ms. For  Sahel of Africa the ent ire $40 million is grants, 

and for Nicaragua the $15 million is entirely  loan. sir.
Mr. Chappell. Thank you, Mr. Chairman.

problems in u.s.
Mr. P assman. At 2:15 this morning T had a call from Mr. Bishop, 

a very large cotton and soybean producer in my congressional distric t. 
Last year they had almost complete crop failure because of excessive 
rains, which would not allow the cotton pickers and combines into
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the field to harvest the  crop. As a result their diesel fuel consumption 
was somewhat low.

Under the regulations we are now following the oil dealers may 
provide to the consumers only the amount of diesel fuel they were 
provided in 1972. So when this man called me he said, “We arc dis­
tressed” and asked me if 1 would call the appropria te officials. The 
gentleman stated: “In  my own case two-thirds of my cotton is s till 
in the fields, and I don’t have a drop of diesel oil for either one of 
my cottonpickers- Over half of my soybeans arc still in the field. I 
cannot get a drop of diesel oil for my combines. For the five tractors 
we use to pull the cotton carts ve  can't get a drop of diesel oil. This 
is not the  exception, this is pretty much what is going on in the entire 
State of Louisiana. Wha t arc you going to do about it?”

I said, “What can I  do about it? There is a scarcity.”
I mention this because I  haven’t discovered many people in Wash­

ington shedding any tears  about the predicament we find our farmers 
in. I  wonder if we shouldn’t sta rt shedding a few tears about what is 
happen ing in our own country.

I find you people are shedding a lot of tears about the welfare of 
other people around the world, and we have these problems in our own 
country which arc very serious.

I am try ing  to relate my problems to the problem that  you are 
confronted with.

T look at another problem, the Department of Agricu lture about 
last March or April made a prediction that  rice would be a certain 
price in November of this year. They are try ing to make tha t predic­
tion come t rue. The United  States had the largest rice yield  in 1973 
of any year in the history of America.

The docks are so loaded with rice at Lake Charles they can't even 
bring  other cargo in.

Wha t do we find? Instead  of the Department of Agriculture with 
the White House, issuing the P.A.’s (purchase author ity) and moving 
the rice out. they are reluctant to move on it.

PRO CUREMENT OF KOREAN RICE

W ith  th is t rem end ous  rice vie ld. wi th the  flocks loa^efl and the  ^arc - 
houses loaded with rice, they are buying G0.000 to 70.000 tons of rice 
from Korea. Rice which they are going to have to pav the Koreans 
to load on boats and pay the freigh t to Cambodia and Vietnam and 
unload the rice, knowing very well almost tomorrow you are going to 
have to turn  around then and provide the same amount of rice for 
Korea.

So thev arc keening this American rice from moving so as to make 
thei r projections come true.

What arc the facts? The total world production of rice this year 
will be 300 million tons. We only have 4 million tons in America. 
The price of rice is going to go up. All of this is trying to make a 
prediction come true.

There is a problem, and I represent a few of these rice farmers. In 
my State rice is one of the largest cash crops we have. They don’t 
understand Mr. Passman, chairman of the Foreign  Aid Subcom-
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mittee, providing the money to pay the f reight on rice from Korea to 
ship to Cambodia and Vietnam when our docks are so loaded.

So we do have problems in our country.

ECOLOGICAL DETERIORATION IN  SAH EL

I would like to make this observation from your s tatement on the 
Sahel.

Most of the are a's  ecological deterio ration is probably att ributa ble  to man’s 
intervent ions. Human population in the region has grown sub stan tial ly through 
migration and na tural increase . Animal populations , largely a resu lt of vete ri­
nary progress, have also grow tremendously. In turn, the search  for water has 
intensified. Modern technology has helped develop new wells which lead to an 
overconcentra tion of anima ls. As a resu lt the  land is stripped of vegeta tion and 
becomes vulnerable to erosive forces.

Aren’t we in effect saying tha t U.S. aid has brought this about 
because of man’s intervention? We have sent all of our technology 
over there to train  them how to do things better. I want to  commend 
you for a very factual statement, but can’t we just say this  area would 
have been better off without our aid program? Would you discuss 
this statement briefly?

Mr. Williams. Yes, Air. Chairman.
The past programs in these countries have not been adequate to 

their needs, and it is quite clear th at a new direction and better plan­
ning and I think probably large r scale o f investment both by the 
countries and with outside help is indicated.

These countries in the best of time were falling  behind in terms 
of meeting the needs of thei r people, basic needs such as food. These 
are the poorest of the poor countries. They are at the bottom of the 
list of 25 poor countries that  have been listed by the United Nations 
as the lowest developed.

Mr. P assman. I  am not quarrel ing with your statement. But I wish 
you would address yourself to the statement in annex A.

Most of the  area ’s ecological deterio ration is probably att rib uta ble  to man’s 
interventions.  Human population in the  region has  grown substan tial ly through 
migra tion and  na tural increase. Animal populations , largely a result  of veteri ­
nary progress, have also grown tremendously.  In turn, the search for  water  has 
intensified. Modern technology has  helped develop new wells which lead to an 
overconcentra tion of anima ls. As a res ult  the  land  is stripped of vegetation and 
becomes vulnerable to erosive forces.

So it certain ly looks like this is a statement, that says we would have 
been bet ter off without these aid programs. I wish you would address 
yourself to this one statement.

Mr. Williams. Right,  Mr. Chairman.
The need for food with the population increase calls for more de­

velopment. not less: and the region has the capacity to produce food, 
if it gets the help it needs in terms of development and take the 
measures they need to take.

Mr. P assman. This statement is contrary to what you are saying, 
that the ecological deterioration is caused by mankind and without 
this aid you woudn’t have this situation. You wouldn’t have had a 
concentration of animals.

T am not trying to quarrel with you, but actually trying to under­
stand this statement.



31

Mr. Williams. More development rather than less is needed to 
produce the food for  the people. In  terms of  livestock, they have the 
same problem tha t we once had in the way we handled the western 
ranges, and that is to say they need to get down to very s trict  graz ing 
laws so they don’t overgraze the range.

We didn’t solve our dust bowl problem until we did t hat , and we 
had to change the way in which man was using the soil and the water 
of the West.

Mr. P assman. But didn’t your sta tement say deterio ration att ribut­
able to man’s intervention?

Mr. Williams. Tha t is correct.
Mr. Passman. W hat are you going to  do to stop i t? Shouldn’t you 

bring  the experts home as quickly as you can?
Mr. Williams. We don’t have experts in these countries, sir, work- 

•» ing on technical programs. These are countries tha t have previously
been under French Colonial rule.

Mr. Passman. I am try ing  hard to unders tand this,  but  you say, 
“Most of the area’s ecological deterioration is attributable to man’s 

* interventions.”
Mr. Williams. Tha t is correct j ust  as most o f the deterioration in 

our dust bowl before the 1930’s was due to the malpractices in the 
use o f land and water in the West.

Mr. P assman. You have a concentration of animals, and therefore  
the land is stripped of vegetation and becomes vulnerable to erosive 
forces.

Mr. "Williams. That is correct.
Mr. Passman. We are try ing  to help them to correct tha t?
Mr. Williams. They need to take very st ringen t steps in the grazing 

of the ranges. We will try  to help them but  they  must be the ir own 
initiative and self-help programs.

Mr. P assman. We do have a technical aid program, don’t  we, help­
ing these people solve these problems?

Mr. W illiams. The efforts have not been adequate in  the past.
Mr. P assman. So far  the steps that  have been taken are actually 

working agains t thei r interest. If  these people accept our aid and 
want to understand our technology, I don’t know why we don’t move 
in this  area and correct some of this.

Mr. Williams. I agree with you, Mr. Chairman, the development 
programs in t ha t area in the past  have not been adequate to  the needs, 
have not been well directed.

* PUBLIC LAW 4 80 FREIGHT COSTS

Mr. P assman. In considering your request we have to take into 
account that  all foreign aid programs a re related. You have the Public 

» Law 480 program which is coordinated I  believe in vour Agency. Even
though this committee does not handle the Public Law 480 budget 
request, I believe it is up to your Agency to coordinate the Public  Law 
480 program along with the type of aid you disburse.

Mr. Williams. That is correct.
Mr. P assman. I s the expense of moving rice from Korea to Cam­

bodia and Vietnam paid by AID ?

24-904—73----- 3
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Air. W illiams . Th e Gover nment  of  Vi etn am  is pa yin g the  freigh t 
costs; in the  case of  Cam bod ia the fr ei gh t cost s are  being pa id  from 
supp or tin g ass istance  fund s.

Mr. P assman. Pu bl ic  Law 480 concern s ag ric ul tu ra l commodities , 
and as I  und ersta nd  it , they  do n’t ac cep t rice in  payme nt of the  f re ig ht  
costs. T hey hav e to  pay  cash.

Mr.  W illiams . Th is is pa id fo r as I  describ ed a mom ent  ago. 

TRANSACTION RELATING TO KOREAN RICE

Air. P assman. I f  t he  rice  is  p urchased  fro m South  Ko rea  fo r Vi et ­
nam  and Cam bod ia un de r wh at A ID  acc oun t is th at  pa id  fo r?

Air. W illiams. I t  is no t being purch ase d. Al l of  the rice  you  are  
ask ing  abo ut was  borrowed from Ko rea an d will be rep laced with 
Am erican r ice u nd er  Publ ic  Law 480.

Air. P assman. W ha t you are  doin g i s m oving  in  a lo t o f undesirable 
rice  as you well know. W e will leave t hat  in  the  record so we wil l find 
out consequ ently I  know wh at I  am ta lk in g about. They are  moving 
in a lo t of  undesirable r ice  to make the  dre am  come t ru e on th ei r Afarch 
or  Ap ril  pre dic tion.

You are  buy ing th is r ice  from  Ko rea , aren’t you  ?
Air. W illiams . No, jus t borrowing  it.
Mr. P assman. Bu t won ’t it  be pa id  fo r ou t of  the  AID  funds?
Mr. W illiams . No, Air. Ch airma n, because our pro posal  to Ko rea  

is to replace  it  with P ub lic  Law  480 rice.
Air. P assman. But  th e fac ts h ave  chang ed since  we ta lked  last.  T hey  

now sa y the y a re  pur ch as ing the  rice  fro m Korea .
Air. W illiams. I f  it  is purch ase d it  would  be out of  su pp or tin g 

assi stance fun ds.
Mr. P assman. I t  say s 600,000 ton s wil l be purcha sed  fro m Korea . 

So are  you no t exchangin g a ton  of  some of th e very fines t Am eric an 
rice  fo r a ton  of  undesi rab le rice ?

Mr. W illiams . I  d on ’t know  t he  ans wer to th at ques tion.
Air. P assman. I ns er t the in form ati on  in the record.
Air. W illiams . Yes.
[The informa tio n f ol lows:]

SH IP M ENT OF KOREAN RICE TO IND OC HINA

Since July of thi s year Korea has provided  a to ta l of 67.000 metr ic tons of 
rice to help meet the emergency food requ irem ents  of Indochina. Some 47,000 
metric tons of this rice was provided to Vietnam in Jul y of this year and 20,000 
metric tons was provided  to Cambodia over  the pas t 2 months. This  67,000 metri c 
tons of rice was provided by Korea with  the  underst and ing  that  it  would be 
replaced on a ton-for-ton basis with  Publ ic Law 480 rice at a lat er  date from 
the fiscal y ear  1074 t itle I rice allocations for Vietnam and Cambodia.

All of the earlier divers ion of 47,000 metric tons and 5,000 metric tons of the  
second divers ion were from Public Law 480 r ice th at  previously had been pro­
vided to Korea, and  thus the replacement will be of comparable quality.

Before agree ing to the replacement of the  remaining 15,000 metr ic tons of 
indigenous Korean  rice with Public Law 480 rice, we considered the following 
al te rnat ives :

1. We first determined th at  Korea and other nearby count ries had no more 
Public  Law 480 rice which  could be made avail ab le;

2. We then  explored all  of the options  open to us to meet Cambodia’s immedi­
ate  food requ irements in other ways, and concluded th at  rice from the United 
States could not be shipped in time to meet the  immediate crit ical  food needs;

3. And finally, we tested the  indigenous Korean rice offered by Korea to a ssure 
ourselves that  the  Korean rice was of an accep table  quality. We found that  the
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indigenous  rice was ada pted from one of the  rice varie ties developed by the  
Intern ational Rice Research Insti tu te  (IR RI)  in the  Phil ippines and was of 
an acceptable  quality.

Only af te r we had ta ken  all  of  th e above measure  did we agree to the shipment 
of 15,000 metr ic tons  of Korean rice with replacement to be made  la ter from 
Publ ic Law 480 avai labil ities .

The cost of moving thi s 47,000 metric  tons of rice from Korea to Vietnam was 
paid  by Vietnam out of its  own foreign exchange holdings; the cost of moving 
the 20,000 metric  tons from Korea to Cambodia will be financed from AID sup­
port ing assistance funds.

Mr. P assman. You know the  Department of Agriculture is  try ing  
to make this prediction come tru e and the only way they can do it  is 
stack up this American rice and not issue the P.A.’s and borrow the 
rice from Korea.

At one time they proposed buying rice from Thailand, did they not?
Mr. W illiams. Th at was considered and rejected.
Mr. P assman. I want to give you cre dit for re jecting  tha t proposal. 

It  gives you an idea of the things they are doing to  make tha t predic­
tion come true at the expense of the American taxpayer.

REDUCED PU BL IC LAW  480  PROGRAM

With respect to the  Public Law 480 fund, how will t ha t be applied 
to the present area in w’hich you are asking for emergency funds? 
Do you have Public Law 480 commodities in addition to  this request?

Air. Williams. Public Law 480 commodities would be in addition 
to the request, sir , although, as you know, there is a grea t shortage 
this year and the programs o f Public Law 480 overall have been cut 
by 50 percent because of lack of availability.

Mr. P assman. Availability  of what?
Air. AVilliams. Of grains for concessionary programs, sir.
Air. P assman. I am not a grea t advocate of concessionary com­

modities and loans. I wish we could work on a basis o f good sound 
deals and settle for cash.

You are restricting your concessional agricultu ral commodities 
presently to Cambodia and Vietnam, are you not?

Air. AVilliams. For rice, that  is correct.
Air. P assman. And that is 400,000 tons of rice?
Air. AVilliams. Th at is the  approximate figure for Vietnam. In  

addition  there is about 200,000 tons for Cambodia.
Air. P assman. I  believe they do plan la ter in the year to  take another 

look at  i t and open it up for other countries in tha t area.
Air. Williams. That is correct.

FOR EIGN AID— ALL INCL US IVE

Air. P assman. I  th ink we should make a record a t thi s po int for the 
benefit of the members of the committee. Of course the foreign aid re­
quest this  year, all spigots, makes i t the la rgest request in the history 
of foreign aid.

The to tal budget request, multilat eral,  bila teral,  the  Export- Import 
Bank, et  cetera, is $18,003,191,000.

Now to determine the grand  total we would have to  add to th at the 
$2.2 billion request for Israel, $200 million for Cambodia, and this 
$150 million to the prior figures?

Air. W illiams. Yes, sir.
Air. Passman. This is a frightening figure.
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DEV ELO PMENT  PROGRAM FOR SO UT H VI ET NA M

The firs t of  the ye ar  I  discussed wi th  the A ID  Di rec tor , Dr . H an ­
nah , the advis ab ili ty of switch ing  t hi s gra nt aid over t o a concession­
ary  loan  basis. We alw ays  say th at thes e dev elopin g cou ntr ies  will  
soone r or la te r come int o their  own an d be pro spe rou s cou ntr ies . All  
you have to do is look at  the  $30 bil lio n we gave to  E urop e in World  
W ar  I I  to  know wh at it  would  hav e meant  to  t hi s country  if  we h ad  
made it  on a conc essionary loan basis, giving  th em poss ibly  a 10-year 
grace per iod . Now we would hav e ha d th at money flowing back in ; 
is th at  tru e?

Mr. W illiams . Yes, s ir.
Mr. P assman. Dr.  Ha nn ah  wen t to Cambodia, Laos , and Vietnam . 

He  discussed  the possibili ty of s wi tch ing  a id from a g rant -a id  b asis  to  
a loan basis. You are  fam ili ar  with tha t, are  you not ?

Mr. W illia ms. Yes, s ir.
Mr. P assman. He  support ed  it.  I  purs ued thi s m at ter and  I  discussed  

it  with the  Pr es iden t of Vie tnam . li e  said , “ Yes, it  is a good idea.  W e 
can see th at  a ft er  2 more yea rs we will be co ming into  o ur own and we 
can  sh if t it  over to  a loan r athe r th an  to a  gr an t-aid ba sis.”

I subs equently we nt to Saig on, at  m y own expense, and  s pent abo ut 
hours  wi th the  Pres iden t of So uth  Vie tnam. We discussed five 

items wi th respec t to aid  to South  V ie tn am : One, all subsequent aid  
would be on a loan  ba sis and  not on a g ra nt basis. He  agreed t o it. You 
are  f am ili ar  with  th at ?

Mr.  W illia ms. Yes.
Mr. P assman. N o. 2, we r each ed an agr eem ent  t hat  the  Vie tnam ese 

would open  up a pro cur em ent office in Washin gto n where we could  
see wh at is going  on. All  purch ase s fo r Vietnam  would be made 
ou t of  th is pro curem ent office in W ashing ton, D.C., so th at if  the y 
wanted to buy  a com mod ity, ins tea d of  h av ing three  b ids  on  it  12,000 
miles  a way , you may  h ave  30 companie s bidd ing in the  U ni ted Sta tes . 
Ev ery com pany would know whom  the bid  was aw ard ed to and on 
wh at basis. Tha t was one of the  a greement s we reached. Is  t hat  t ru e ?

Mr. W illiams . Yes, si r.
Mr. P assman. No. 3, they wou ld co nt ract wi th one bon ded  freigh t 

mover wi th the approv al of AID , so th at  on fre ight  you wou ld ask  
fo r a bid  an d you may  hav e 30 people b idding  on th is  cargo. W e ag reed 
also th at  a ll com modities would be separat ed  from fre ight . In ste ad  o f 
ge tting  a pric e quo ted delivere d to Saigo n where nobody wou ld know 
wh at  a ctu ally th e commodities  cost and the frei gh t cost, th is wou ld be 
sep ara ted . You would  have  the  frei gh t on one  co ntr ac t and  the com­
mo dity on ano the r. I believe  that  you hav e imp lem ented that?

Mr.  W illiams. Th at  is correct.
Mr.  P assman. I believe you also imp lem ented the  agreem ent  they  

wou ld have one sh ipping  a gen t w ith  t he  a pp rova l of AID  t hat  would 
contr act fo r these vessels ?

Mr.  W illiams . Th at  is correct.
Mr. P assman. Unless a person  has experience  in th is field, the y 

don’t real ize  th e advantage.  Many , m any  tim es you h ave  a vessel in the  
Gul f of  Mexico going  to  Saigon and they  m ay hav e poss ibly space fo r 
50,000 ton s of  rice  or  whe at. You may nego tia te and get  a ra te  fo r 
one-t hir d the regu la r ra te  to  fi ll up  th at  space. Are you fam ili ar  w ith  
th at ?
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Mr. Williams. Yes, sir.
Mr. Passman. This was all carried out with the approva l and the 

cooperation of  AID. When I came back I discussed i t with the Presi ­
dent. This was such a tremendous shif t from the old system to the new 
system it couldn’t all be done in 1 year.

Are we making some progress toward establishing a procurement 
office?

Mr. Williams. Yes, sir. An office has been established and there is 
staff. Progress is being made. As you say, Mr. Chairman, the objective 
which you laid  down, which was accepted, is being implemented. But 
it turns  out to be a little slower than we would like to see.

Mr. Passman. Our goal is still there  ?
Mr. Williams. Yes, sir.
Mr. Passman. Are you going to try  this year to put pa rt of the 

reconstruction funds  on a loan basis ?
Mr. Williams. We are going to try and do that , Mr. Chairman, 

recognizing the humanitarian assistance would not be p ut on a loan 
basis.

Mr. Passman. You are talk ing about humanitarian assistance. I 
thought we had an agreement tha t the technical aid, family planning, 
and these items would be on a g rant-aid basis but as f ar as the other, 
it would be on a loan basis ?,

Mr. W illiams. Yes, sir. The needs of refugees, some of the  rehabili ­
tation , and technical assistance however, would continue to be on a 
grant-aid  basis.

Mr. Passman. Are you going to still work to meet tha t goal at the  
quickest possible date?

Mr. W illiams. W ith the cease-fire of Janu ary—which is also being 
implemented slowly, Mr. Chairman, and yet some progress is being 
made—the prospects for South Vietnam turn ing  to a more normal 
development program is improved. The objectives tha t you have laid 
out for a transi tion from gra nt to loan assistance for this  general 
development program is a very good one. I t is accepted by all parties. 
As you said in your discussions with President Thieu-----

Mr. Passman. ITe agreed with that .
Mr. Williams. And discussions with President Nixon.
Mr. Passman. He agreed to it but are we t rying to do too much 

too quickly, shifting from a complete g ran t aid to a loan program?
Mr. W illiams. We intend to move in this direction and implement 

it as rapid ly and flexibly as we can, given the circumstances.
Mr. P assman. I think the t ime is coming where, with the exception 

of certain types of aid, it is going to have to be on a loan basis or 
there will be no aid. I am glad that  you can tell the  committee, so 
far  as the shipping, you have approved one shipper to help you get 
the best possible price?

Mr. Williams. We have done tha t: ves, sir.
Mr. P assman. All shipments will be separated so you know what 

the freight  is costing and what the commodity is costing?
Mr. Williams. Yes, sir.

disposition of emergency aid request

Mr. P assman. Now let us get back to the emergency request. T 
would want the committee members to unders tand tha t this  could
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properly be called a supplemental to the  original request. T hat  would 
not preclude it from being handled in  the regular bill. I have always 
contended, if at all possible, all aid should be in one bill because it 
can become fragmented. Instead of looking at this as an emergency 
supplemental, we are going to look a t it as a regular request. I t be­
comes a part of the regular request. I think it  is a pret ty good bet 
that this  so-called bare-bones budget that  you people say tha t you have 
presented will contain a little fat on those bones.

Everything was bare bones, but we found an awful lot  of fa t and we 
are going to look for the fat  this time.

COU NTR IES OF SA IIE L REGION

Could you tell the committee what countries make up the Sahelian 
Africa  ?

Mr. Williams. There are six countries that make up the Sahel of 
Afri ca: Senegal, Mauri tania, both on the sea, and four interior coun­
tries, Mali, Chad, Niger, and Upper Volta.

SE LF -H EL P PROGRAMS FOR SAHE L

Mr. P assman. Don’t we already have an AID  program going into 
all of those countries?

Mr. Williams. We don’t have programs in the countries as country 
programs. We have had some assistance on a regional basis for the 
broader area of west Africa, some 17 countries. These have been re ­
gional programs, prim arily  directed at-----

Mr. Passman. You have also had bilateral aid to some of these areas ?
Mr. Hogan. The only thing has been small amounts of self-help 

assistance.
Mr. P assman. All six?
Mr. II ogan. Yes, sir.
Mr. P assman. When did they come into existence?
Mr. Hogan. In the early 1960’s.
Mr. Passman. They are really new countries.
Mr. Williams. Yes, sir.
Mr. P assman. You know we had an AID  program going into 128 

nations of the world. How come you missed these 6 ?
Will you give them cash ?
Mr. W illiams. The  proposal is for grants because the-----
Mr. Passman. Self-help ? It  is still aid ?
Mr. Williams. It  is a self-help effort—a modest sum under the 

Ambassador's direction. It  is for very small projects, but it has been 
provided in each of these countries. I would be glad to put  in the 
record what this amount has been.

Mr. P assman. Insert th at in the record so we will know the amount.
We have provided so much money to Africa in the past 15 vears. I 

just  don’t know how this particular area has been missed. Maybe I  
should be complimenting' you, not criticizing you.

If  you will, place that  in the record.
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[The informat ion follows:]
SELF-HELP PROGRAMS FOR THE SAHEL, FISCAL YEARS 1965 TO 1973

[In millions of dollars)

Country 1965 to 1972 1973
Total , 1965 

to 1973

Chad ....................... .............. 0 .6 0.1 0 .7

Mali ................................. .4 ( ' ) .4
.2 .1 .3

Niger.......................................................................... .6 .1 .7

Senegal...................................................................... . 5

Upper Vo lta .............................................................. .6

* Less than $50 ,000.

■# POSSIBLE IDA ASS ISTANCE TO SAHE L COUNTRIES

Mr. Passman. Aren’t all these countries eligible for aid under the 
Internatio nal Development Association ?

* Mr. Williams. Yes, sir, they are.
Mr. Passman. Are they gettin g any aid from them?
Mr. Williams. The World Bank is contemplating assistance.
Mr. P assman. IDA credit terms are 50 years, no interest, 10-year 

grace period and 1 percent a year on the capital repayment. Is tha t 
right ?

Mr. Williams. That is correct.
Mr. Passman. Aren’t these countries eligible for this type of aid?
Mr. W illiams. They are eligible for tha t type of aid.
Air. Passman. These people have billions of dollars, as you know, 

of undisbursed funds. Why wouldn’t they go through this outfit for 
some of thei r aid ?

Air. Williams. There will be some help coming from IDA, which 
is administered by the AVorld Bank, to these countries; yes, sir.

Air. Passman. Do you know anything about any commitments they 
made ?

Air. W illiams. Yes, sir. I think there has been a commitment made 
under IDA—it is still under exploration—to each of the countries. 
I believe the  sum is $12 million for the six countries.

Air. Passman. You mean under consideration ?
Air. Williams. Yes, sir.
Air. P assman. Nothing finalized?
Air. Williams. Tha t is my understanding

* Air. P assman. Your part has been finalized ?
Air. Williams. No, the part we have-----
Air. P assman. The par t th at you have already allocated out  of other 

funds ?
* Air. Williams. Yes. in the emergency relief.

Air. Passman. Ia m talking about that .
Mr. Williams. IDA does not engage in the emergency relief, nor 

does the Development Banks generally. They do help in the recovery. 
The funds that we have made available to date, in terms of  food and



38

emergency movement of food, lias been a worldwide effort but has not included IDA or the World Bank. That  is not part of this normal operations.
U N D r PROGRAMS

Mr. Passman. Mr. Williams, I believe we think of Japan and Kuwait as two of the wealthiest nations per capita on the face of the earth?
Mr. Williams. Yes, sir.
Mr. Passman. I think Kuwait at this time is looking for  places to invest billions of dollars of oil revenue ?
Mr. W illiams. They have the money. I  don’t know how hard  they are looking. They do have the money.
Mr. P assman. They have billions of dollars. I think  Jap an is also very wealthy; are they not ?
Mr. Williams. They are. They are the thir d economic country in the world today.
Mr. Passman. Look at how clever some of these people are when you get into multilateral organizations, of which this  committee is denied the right to examine.
I believe that  Kuwai t had seven of its projects funded out of the UNDP account, did  it  not ? I say tha t because you are one of the ones who makes this recommendation. This shows liow loose these opera­tions are. And the committee does not have the right  to examine on these items.
Have I  stated tha t correctly, tha t Kuw ait had seven projects funded out of the UNDP? Am I correct?
Mr. Williams. It  seems to be in the record, Mr. Chairman.
Mr. Passman. Whose record? Not mine. This is a United Nations program.
Mr. W illiams. Th at is not one I am fami liar with.
Mr. P assman. Take the other wealthy country of Japan. I believe Japan received $700,000 from this UNDP account for one of thei r projects; didn’t they?
Mr. Williams. I am not familiar with that , sir.
Mr. Passman. I  want you to be familiar  with i t;  $737,000 for Japan . This is also, is it not, in the UNDP program ?
Mr. Williams. Yes, sir.
Mr. Passman. I  thought I would cite a couple of instances jus t to show what is happening in the mult ilateral organizations, and we don’t have the righ t of direct examination of these programs. We just happened to run into those two. I guess there are many more.

IDA ASSISTANCE  TO PA KIST AN  AND NICARAGU A

Mr. W illiams. Mr. Chairman, on your point  on IDA, I would like to say I am speaking of the African countries. While there has not been a formal commitment on IDA  funds to Pakis tan to help them on reconstruction, we understand that $30 million may be provided for tha t purpose. Also to Nicaragua to help in the reconstruction of Managua, $20 million for the record.
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FUNDS PRESENTLY COMMITTED

Mr. P assman. Mr. Williams, could you tell the committee how much 
of the $150 million requested is presently  allocated to specific pro ­
grams?

Mr. W illiams. Only the $23 million to Pakistan  where you had $5 
million allocated under the emergency drawn from the suppo rting 
assistance account and $18 million allocated to a loan under the De­
velopment Loan Act. The $2.5 million of contingency fund and the 
$1.1 million of development g ran t was allocated for the Sahel. The 
rest, here we are seeking-----

Mr. Passman. Give us the grand total.
Mr. Williams. We are seeking reimbursement here to the two ac­

counts.
Mr. Passman. Wha t is the grand total ?
Mr. Williams. $26.6 million. .
Mr. Roybal. Does tha t include the $15 million for housing in 

Managua ?
Mr. Williams. No, it does not.
Mr. Roybal. T hat is $15 million in addition  to the $26.6 million?
Mr. Williams. It  is not firmly committed unless the funds are 

available.
Mr. Roybal. It  was my understand ing th at you said the $15 million 

was committed and it was going to be a loan.
Mr. Williams. I t is not committed in tha t it is a proposal before 

you, sir. When the funds are available, the loan will be made.
Mr. Roybal. Of all the moneys of $150 million, how much is com­

mitted?
Mr. Williams. We have committed $23 million in Pak istan  and $3.6 

million for the Sahel in dealing with the emergencies where we have 
drawn from other accounts and we are seeking reimbursement to those 
accounts under the $150 million.

Mr. Roybal. I ask tha t because the chairman made a good case 
against  approving the $150 million request.

Mr. P assman. My question was very  di rect:  ITow much of the $150 
million had you firmly obligated thus  far ?

Mr. Williams. $23 million fo r Paki stan , where we are seeking reim­
bursement to accounts where we have advanced funds under  the emer­
gency, $3.6 million for the Sahel, a total of $26.6 million.

Mr. P assman. What is the total  amount of the request before  you 
at this time?

Mr. W illiams. The request from the countries concerned?
Mr. Passman. Yes. You said tha t you had a $15 million request 

for Nicaragua tha t would fall into this category.
Mr. W illiams. F or this fiscal year. 15. Then what you are refe rring  

to is the statement we would plan  to help them with th eir  reconstruc­
tion over the next 3 vears. but I would propose to  include next year's 
request to help with Nicaraguan reconstruction in our regula r budget 
submission for 1975.

Mr. Passman. You are requesting emergency funds for  $150 million ?
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Mr. W illiams . Th at  is  correct.
Mr. P assman. You h ave  f irmly com mitted $26.6 m illion ?
Mr. W illiams . Th at  is correct.

FUNDING PRIORITIES

Mr. P assman. You have requ ests  on yo ur  desk th at  are  applicab le 
again st th is $150 mi llio n tot al.  W ha t is th e to ta l of  those requests?

Mr. W illiams . F ift ee n for Nicarag ua . Th e en tir e amount is under 
requ ests  fo r firm  pro posals if  the fund s are  ava ilab le.

Mr. P assman. I f  no t available ?
Mr. W illiams . T he n we would no t be able to help these cou ntr ies  

in the ir  very  grea t need .
Mr. P assman. W e hav e not moved away fro m Dr . H an na h’s s ta te ­

ment th at  there is an ask ing  price and a ta ki ng  p rice . I  guess th at  is 
sti ll in  effect ?

Mr. W illiams . T hese are  very firm ly calcul ate d needs,  Air. Ch ai r­
man . I  wou ld as k the com mitt ee to look at  them-----

Mr. P assman. That  was sti ll a good sta tem ent , don ’t you agree? 
There  is an ask ing  price  and  a ta ki ng  pric e?

Mr. W illiams . I  th in k when you ge t hu man ita ria n pro gra ms  in 
emergencies o f this  kind , th e n orm al rule s o f ask ing  and  tak ing should 
not apply . T ha t is my personal v iew.

Air. P assman. That  is a vague answ er. Th e committee will zero it  
down. Ar e you ge tti ng  away fro m Dr . H an na h’s sta tem ent , sim ply  
because he is no longer  wi th you, he made that  st atement nine  tim es in 1 
day  before th e com mit tee th is year.

Air. W illiams. We are  not dealing  w ith  em ergency requ ests  for dis ­
aste rs of  this  typ e. I  th in k it is f ai r to  say.

Air. P assman. Y ou know v ery well you  could  s pen d th is en tire $150 
mill ion,  so we migh t as well make  the  record  correct.  Un de r the  law 
if  t he  needs  and the pr ior ities  are  hi gh er  th an  some of the  othe r re ­
quests , you cou ld fund  th e e nti re $150 million out  o f o the r item s in the  
budget req uest  if  the y a re a pp ro ve d; is th at  cor rec t ?

Mr.  W illiams . T hat  is correct. The request was a very lean  one 
and  th e cuts th at  have  been made and the requir ement s on Publi c Law 
480 have given th is as quite  one of  the tig ht es t yea rs th at  I  have ever 
seen. We  woidd be try in g to tak e away from high  pri or ities , say in 
Indone sia , where we hav e developmen t loan  pro gra m of  $90 mil lion , 
where we wou ld hope to help  them  wi th $114 mil lion  in Publi c Law  
480 an d we d on’t have  the  gra in.  We  are  only to help them wi th $10 
mill ion in Publi c La w 480. The y hav e to  allo cate th ei r scarce  foreign 
exchang e fo r esse ntia l food. These are  dev ilish choices fo r these kin ds 
of cuts .

RTCE NEEDS IN  INDONESIA

Air. P assman. A lot  of St ate s produce rice. Ind onesia w ants rice f rom  
the  Un ite d Sta tes . Th ere  are  no pre sen t pla ns  to sell Ind one sia  any  
rice ; is that  correct  ?

Air. W illiams. We do not have the  avail ab ili ty.
Air. P assman. Bu t we do have the avail ab ili ty.  We  have plen ty  of 

rice and we a re  goin g t o have plen tv  o f rice la te r in the  y ear.  There  is 
1.200,000 tons  o f rice  pre sen tly  available fo r sale, the  bigg est yie ld of 
any yea r in t he  his tory  of  America.  We do have the  rice.
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You and I know that  we are going to give Indonesia hundreds of 
millions of dollars in different types of aid out of the  fiscal year 1974 
request if you receive the money.

Mr. W illiams. We propose to help Indonesia if we get the money.
Mr. Passman. I am talk ing about hundreds of millions of dollars. 

You mentioned one item, $90 million.
Mr. Williams. That is for development loans.
Mr. P assman. Isn’t it also true Indonesia is going to buy their rice 

from Japan and Thailand?
Mr. Willtams. They are going to have to import food with scarce 

foreign exchange from wherever they can get it.
Mr. Passman. I like you too much to argue with you. You are revert ­

ing back to the evasive stance. Indonesia is going to have to have addi­
tional rice.

Mr. Williams. Yes, sir.
Mr. P assman. A ren’t they going to use their  foreign exchange and 

buv their rice from Japan  and Thailand ?
Mr. Williams. I don’t know.
Mr. Passman. They have to have the rice ?
Mr. Williams. If they can find it. It is a scarce commoditv.
Mr. Passman. You know there is rice for sale in Thailand  ?
Air. "Williams. I don’t know that.
Mr. Passman. You were g etting  ready to buy 12,500 tons until I 

raised an objection. Somebody tried to sell it, at the expense of the 
wheat farmers, my rice fa rmers, and the corn farmers. We are going 
to give these people hundreds  of millions of dollars and they are 
going to take their  foreign exchange and buv these commodities from 
countries like Thailand, Japan , and others. This is what is happening.

Mr. W illiams. They like to  buy these commodities from the United 
States.

Mr. P assman. You said that  you don’t have it available, and you do 
have it available. What they are try ing  to do in all probability is make, 
that  prediction come true.

STUDY OF L ONG-T ERM PROB LEMS I N  SAHE L

On page 4 of your statement  you say, “A small portion  of the $40 
million would address the unprecedented long-term problem of the 
Sahelian region.”

Is tha t true?
Mr. Williams. Yes, sir.
Mr. P assman. Isn’t tha t the purpose of the International Develop­

ment Association ?
Mr. "Williams. To address the long-term problem ?
Mr. Passman. Yes.
Mr. "Williams. Yes, sir.
Mr. P assman. You are fa ir. Mr. Williams. I  like the way you testify. 

Wha t we are doing now, is going in under this  so-called emergency 
relief item and provide long-term aid. It is my unders tanding tha t 
that  is what IDA is for.

Mr. W illiams. There is $1.5 million proposed to trv  and do some 
studies to get them out of the mess they are in so we don't have a 
permanent relief bill.



Mr. Passman. Did I read this correctly, a good pa rt of th is is for the long-term problems of the Sahelian region ?
Mr. W illiams. I t is for the immediate study of thei r longer-term problems and the management of grazing and water resources so that  they can get out of the mess they are in.
Mr. Passman. What par t of it?
Mr. Williams. $1.5 million.
Mr. P assman. Could this have been financed out of IDA? Isn ’t th at what they are in business for ?
Mr. Williams. They don’t engage in this kind of technical assist­ance. I  think  they should. I  think you have a very valid point.Mr. P assman. Since these are emergency budget amendments, why are you requesting funds for long-term problems instead of rest rict­ing it only to problems of an emergency nature ?
Mr. W illiams. We consider, Mr. Chairman, th at unless we immedi­ately address the longer term, these people are  going to have a food deficiencv year after year. They are in th eir fifth year of drought. They have had a crash program costing the interna tional  community over $150 million th is last year, and this coming year they have the same crop failure and they need even more food imported than last year.Mr. P assman. You are correct about that. But answer the question.Mr. Williams. The question is, do we try to help them out of the hole or continue to provide gran t food? Emergency relief? I propose, if you approve, Mr. Chairman, to spend $1.5 million trying to develop a strategy to end their emergency situation.
Mr. Passman. Mr. Williams, this is a technical aid program, isn’t it?Mr. Will iams. It. is a technical aid program.
Mr. Passman. Don’t you already have a request for technical aid be­fore the committee?
Mr. Williams. Not for this purpose.
Mr. Passman. Why couldn't it be used for this  purpose ?Mr. W illiams. It  was not foreseen at the time we put  our budget together.
Mr. P assman. Nevertheless, if you get a technical aid appropriation  isn’t this the kind of activity technical aid is used for?Mr. Williams. That is right. If  it is not-----
Mr. Passman. Don't block it out. You gave me a good answer.Mr. W illiams. I won’t block i t out. but the proposals made in the Senate would cut out all funds for anv new starts in TA.

Nicaragua’s urgent low-cost housing needs
Mr. P assman. Why do you consider the Nicaragua request such an urgent matt er to  be included in the budget amendment ?Mr. Williams. The December 23 earthquake left  over 200,000 people homeless. Approximately 50.000 housing units, mostlv those of people of modest income, were e ither damaged or destroyed. Of these, about 40,000 are beyond repair. At the present time, manv of these peonle are. housed in makeshift quarters or crowded in with relatives. The la* Americas shelter program which AID  financed under a $3 million emergency grant provided minimal temporary shelters for approxi­mately 8.000 families. These shelters, however, are not adequate for permanent housing. There  is an urgent need to upgrade these struc-
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tu re s and ther eby  begin  to meet  the  ve ry lar ge  need fo r low-cost hou s­
ing cre ate d by th e earthquake.

We re fe rre d to th is req uir em ent in o ur  pres en tat ion  to  Congress , b ut  
were  no t in  a pos ition to  ask  fo r funds a t th at  time. We  did note in 
ou r pre sen tat ion , however,  th at as soon as sa tis facto ry  pro posal s were  
com pleted by the Gove rnm ent  of N ica rag ua , we would consider f ur th er  
assi stance. As reconstruct ion  plan ning  has pro gressed, the Govern­
me nt  ha s iden tified hou sing as its  hig hest pr io ri ty  imme dia te req uir e­
ment. In  December we a nt ic ipate th at we s hal l hav e a wel l-dev eloped 
proposal in hand  rea dy fo r financ ing  an d are  therefor e req uesting  
addit ion al funds at  thi s tim e.

Mr. P assman. Th e problem facing  thes e countrie s and fo r which 
you  are  now req ues ting  fund s to  he lp cor rec t have been known fo r 
many mon ths.  W hy a re  you  so l ate in tran sm itt in g t hi s bu dg et  am end ­
me nt i f the fun ds  are so urgen tly  nee ded ?

Mr. W illiams . Al thou gh  the  problem s co nf ront ing these cou ntr ies  
hav e been general ly known fo r va ry in g len gth s of tim e we have no t 
ha d,  un til  fa ir ly  recent ly, specific disaste r rel ief  and rec onstruc tion

* evalu ation  and pla ns  upon whi ch to  gage requirement s. Be fore the 
exis tence of  such  plans  we were no t ab le to  judge th e typ es  an d amounts  
of  ass ista nce  required.  As  these needs have  become cla rifi ed we are  
now in a positi on to prese nt,  fo r all  three  dis ast ers , a reques t based 
upon  ca refu l e valuat ion s o f the  requ irem ents, pla ns  a nd  s elf -he lp pr o­
gram s of  th e pa rt icul ar  countr ies  affected and coord ina ted  wi th oth er 
donors.

Air. P assman . W ha t if Congress did  n ot pro vid e the fund s you are  
now requ est ing ? Are t he re  an y othe r funds t hat  could be u sed  fo r t his  
pu rpose ?

Mr. W illiams. Yes, bu t a s I  have s tat ed  p rev iou sly  the  budge t th at  
was p ut  forw ard was well be low any pr io r y ear r eque st. Th is  s tri ng en t 
budget coupled  w ith  th e gr ea t reduct ion  i n Publi c La w 480 a va ila bi li­
ties has made th is  one of the age ncy ’s tig ht es t yea rs. For us  to tak e 
the $150 m illi on from  othe r fund s would mean taki ng  fu nd s fro m a 
numb er of  high  pr io rit y prog rams such as Indonesia  where we have 
alr eady  been fo rced to reduce th e levels o f developm ent  loan a nd  Pub lic  
Law 480 assi stance.

THE SITUATION IN  TI IE  SAIIEL

Air. P assman. C ould  you give  the committ ee a br ie f descr ipt ion  of 
the si tuat ion as it p er ta ins to the  Sahel ?

* Air. W illiams. For the pa st  severa l yea rs, an d as ma ny as 7 con­
secu tive  years in some co unt ries , the  na tions  of th e Sah el have  suffered 
fro m less th an  adequa te ra in fa ll,  and, consequently, poor  harve sts— 
A ID  est imate s a 1.2 mi llio n AIT sh or tfa ll in 1972—loss of  livestock

* due  to  drou gh t—FAO est imate s appro xim ate ly 30 pe rce nt of  region 
live stoc k died in 1973—co nsi stent dep letion of seed and food gr ain 
rese rves , an d popu lat ion s th at  are con sis ten tly  a t ris k to  the  pe r­
nicious  effects o f drough t.

In  the  p as t year , the  U ni ted State s and  t he  r es t o f the in ternat iona l 
donor com munity  have dona ted  ov er $150 mil lion  w or th  o f emergenc y 
food an d n onfood items, w ith  the  specific in tent  of  he lp ing keep peop le 
aliv e, and to  pe rm it the m to be tte r endure the  e ffects of  the dro ug ht.
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With  the full cooperation between the affected countries and the in­
ternational donor community, mass starvat ion in the Sahel was 
averted this year.

But just as this summer’s rains were insufficient, 1973’s harvests 
will be less than needed. The U.S. Government, in conjunction with 
other donors, partic ipated  in a Food and Agricu lture Organization 
sponsored food needs assessment for the year ahead, a report to cover 
the period October 1, 1973, through September 30, 1974. Based on 
the FAO team’s findings, and the United States partic ipated in the 
team, the imported food needs in the region to sustain life in the  year 
ahead are estimated at approximately 550,000 to 700,000 metric tons. 
The figures will be consistently refined, to th e extent possible, so tha t 
donor nations can more accurately know the  precise needs.

The situation in the Sahel in the year ahead is almost identical to 
the past year. Once again, there has been less than  adequate ra infall , 
and as a result, poor crops and all the other side effects of drought. 
The international donor community, inc luding the United States, is 
taking steps now to meet fu ture emergency needs, and to plan on a 
longer term basis how to  reduce the effects of drought in the future.

SIT UA TIO N IN  NICARAGUA

Mr. P assman. Could you give the committee a  brief description of 
the situation  as it pertains to Nicaragua ?

Mr. Williams. In the months tha t followed the earthquake in Nica­
ragua  the United States and the internat ional community provided 
timely and massive emergency relief and rehabi litation assistance 
total ing nearly $90 million. The emergency relief assistance phase has 
now ended.

The performance of the Government and people of Nicaragua  to 
date has been good. They have shown thei r determination to maximize 
self-help by increasing taxes and government revenues. The economy 
has proven resilient, and GNP is expected to increase by about 2.8 per­
cent in 1973 largely due to high prices in the export sector. Progress 
has been made in the rehabilitat ion of public services, although much 
more needs to be done. Despite the progress in th is in terim period, the 
vital center of Managua—and, indeed, of Nicaragua—remains de­
stroyed and unusable, and most of the facilities it contained have ye* 
to be replaced. The tremendous task of major reconstruction lies ahead.

The government is now in the stage of adoption of master plan 
guidelines for replacement of facilities destroyed in the earthquake. 
Generallv, the guidelines call for rebuild ing Managua in the same 
general location as the present capital city but dispersed over a wider 
geographic area. Major features of the planning are up-graded and 
earthquake-resistant  construction standards, greenbelts in the more 
geologicallv dangerous locations, dispersed governmental medical and 
sendee facilities, and more rapid  development of suburban cities close 
to Managua.

The value of destroyed housing, schools, hospitals, and other public 
infrastruc ture has been estimated to  be in the general range of $500 
million. The rebuilding cost will likely prove even h igher because of 
the upgraded  construction standards and dispersion of facilities over 
a wider area.
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Nica ragu a need s in ter na tio na l ass istance  to  c arry  out a task  of  thi s 
ma gnitude . Th e World  Ra nk  an d th e In ter -A mer ica n Development 
Ra nk  are  plan ni ng  a dd itional ca pit al assi stan ce fo r Nicarag ua . W ith 
respect to  U.S . reconstru ctio n assistan ce, we are  proposing  an A ID  
level of  appro xim ate ly $50 mi llio n ove r the next 3 y ears—m ainly to 
contr ibu te to  repl acement of low-cost hou sing, schools , hospita ls,  and  
othe r pu blic  in fra str uc ture .

PAKISTAN : FLOOD AND REHABILITATION

Mr. P assman. Cou ld you give  the committ ee a br ief descr ipt ion  of 
the  situa tio n as  it  per ta ins to  Pa kista n.

Mr. W illiams . The  floods th at  swept  Pa ki stan  in th e summ er of 
1973 were unp rec ede nted in its  h ist ory.  Nearly 5 m illi on people were

* adv ersely  affec ted. Th ere  were 474 dead, an  est imated 900,000 homes 
lost  or  dam age d, and  about 4 mi llion  acre s of  cro plan d dam age d. 
Pa ki stan  es tim ate s 650,000 tons o f wh eat stocks were des troyed , as was 
over  600,000 bales o f co tton  from  the s tand in g crop,  and  300,000 tons  of

* rice. Th e t ra ge dy  came j us t as P ak is tan ha d com pleted a rec ord wheat  
ha rves t a nd  was be gin nin g to regi ste r s ign ific ant  economic p rog res s in 
the a fter m ath o f th e w ar w ith  In dia  and th e loss  of Eas t P ak is tan.  The  
flooding  o f 9,717 vil lages and the dama ge to  public  a nd  p riva te  f ac ili ­
ties —railw ays, canals , roads,  schools, hou sing, the ir riga tio n system, 
and in ma ny are as the  lan d its elf —wi ll severely  st ra in  th e socia l and 
economic fa br ic  of  the  coun try .

Th e Governm ent of Pak is ta n’s high est rec overy /reconstru cti on  
pr io rit ies are:

Re pa ir a nd  reh ab ili tat ion of  the  irr ig at io n and  grou nd wa ter systems,  
an d th e roa d a nd  the  ra ilr oa d n et in  the  flooded a re a ;

Seed,  fe rti liz er , and othe r ag ric ul tu ra l-r elated  in pu ts  to  achieve 
maxim um  pro duction  fro m the  rabi  cro p—m ain ly wheat—planted  th is 
fa ll and fro m the kh ar if  crop  to  be plan ted next sp ring ;

Recon struct ion  of  schools, h ospit als , a nd  o the r g overn me nt fac ilit ies  
damaged  by  th e flood ;

Gen era l balance -of -paym ent s a ssis tance t o h elp  offset the  loss of  f or ­
eign  exchange earnings.

The Gover nment  of Pa ki stan  ha s in iti at ed  the fol low ing  sel f-help  
measures:

Mo bil iza tion of con stru ctio n equip me nt belon gin g to th e army and  
oth er gover nm ental agencies in repa ir in g the ir riga tio n can al system .

Diver sion of  120,000 tons of food wh ea t fo r pl an tin g of  the win ter
* crop and exp ans ion  o f th is crop fro m 15 mi llio n to  16.7 m illi on  acres.

Al loc ation  o f $60 million equiv ale nt fo r int ere st- fre e loa ns to sma ll 
fa rm ers a nd  an int ere st- fre e e xtension on the paym ent o f ou tst andin g 
debts.

* Ex am inat ion of stocks of equip me nt an d spare  pa rts in  th e tem­
po rary  res to ra tio n of  roads , r ailwa ys , pow er, and tele com munica tions.

Alloc ation  of  $20 mil lion  equiv ale nt fo r low-cost housing  a nd  l oan s 
to flood-affec ted homeowners.

Vaccinat ion  of  11 mil lion  people ag ains t communicab le diseases .
Te mpo rary  delay o f $43 milli on in  o ther  bu dge ted  developm ent  pro ­

gra ms  to  finance most immedia te recovery efforts.
En ac tm en t of a spec ial flood ta x expecte d to generate $77 millio n 

equ iva len t a dd ition al  revenue.
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Th e response to th e disaste r by the Un ite d St ates  was rapid and  
effective and urge nt  hum an  needs were me t in time . Th e U nit ed  S tat es  
pro vid ed equ ipm ent  and  pe rson nel  to  assist in rescue op era tion s, m edi ­
cines  and med ical  sur vei llance  personnel, fue l a ir li ft  equ ipm ent  and 
personnel , tele com munica tion s personnel  to assess dam age , and fa st  
grow ing  vegetable  seeds. We  also supp lied pes ticides , equ ipment,  and 
personnel  to  pro tec t over 400,000 acres of  flood-da maged rice  fro m 
inse ct infestation. Th is  emergency ass istance  has cost  appro xim ate ly 
$5 mill ion in con tingen cy and su pp or tin g ass istance  fun ds.  The 
Un ite d State s has also  pro vid ed approx im ate ly $42 mil lion  in Pu bl ic 
La w 480 commodities,  a nd  an  emergency loan of $18 m illion fo r ag ri ­
cu ltu ra l inpu ts to  h elp  Pa ki stan  m aximiz e produc tio n on the  rem ain ­
ing  un dam age d acreag e as well as re pl an t some of  th e devas tated are as 
to  wheat. To ta l U.S. Gov ernment assi stance  is now appro xim ate ly 
$65 million .

Other  do nor  co untrie s h ave contr ibu ted  over  $34 million,  and a con­
tr ib ut io n of  $30 mil lion  is expected from ID A. Th e contr ibu tions  
al read y received include  $16 mil lion  fro m the Ara b States ; $3.1 m il­
lion from  Ca na da ; $1.7 m illi on from Sw ede n; $2.4 mil lion  fro m the 
Uni ted Kingd om ; $1.1 mil ilon  from the Peop le’s Repub lic of Ch ina , 
an d $4.2 mil lion  fro m othe r donors. Th e Un ite d Nations system has 
contr ibu ted  $3.3 mil lion , and the  In te rn at iona l Red Cross $2.3 mil­
lion . Ot he r donors are expecte d to  mak e fu rther  contr ibu tions when 
th e IBRD U.N. tea m has completed  its  rep or t.

OTHER DONORS

Mr. P assman. W ha t othe r cou ntr ies  are prov id ing assistance to 
these three areas fo r the  same purpose and in  what amounts?

Mr. W illiams. The fol low ing  tabl es lis t the  do nors a nd  the amoun ts 
of  th ei r assi sta nce:

Sahe l Drought Assistance—I nternational Contributions

The world donor community has  contr ibuted a tota l of over $155 million in 
goods or services to the  stric ken  nations of the Sahel. The USG has been the  
larg est single donor of both food and nonfood aid, with U.S. assistance ap­
proximat ing one-thi rd of the tota l. All major con tribu tions are  broken out as fol low s:
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I. Major  food c ontrib utions: 7 n o u ta n a i

United States (256,000 tons cereals )------------------------------ 1 $40, 818
European Economic Community  (111,000 tons ce reals)----- "11,100
Fran ce (78,000 tons ce reals)__________________________  *7,800
Canada (26,000 tons ce reals)__________________________  *2,600
Germany (36,000 tons ce reals)-------------------------------------  2 3,600
China (95,000 tons cereals )___________________________  2 3 9, 500
Russia (22,00 tons ce reals)____________________________  2 2, 200
Other donors and concessional imports ---------------------------  10, 000
Est ima ted value of con tribu tions of  foods by various bilate ral

and  inte rna tion al donors; dried milk, OSM etc----------- 3, 000

Total  food contribu tions and  imports ------------------------- 90 ,61S
Tota l qua nti ty food contribu tions  and imports (million tons )----------- (24, 000)

II . Major other  expenditures fo r disas ter  reli ef pu rpo ses :
United Sta tes__________________________________________  4 6, 947

w European Economic Community_________________________  22, <><>0
Nigeria  ______________________________________________ 3,750
Zaire ________________________________________________ HO
United Nations (Sahel Zone Tr us t Fu nd )------------------------- 8,290
K uw ai t_______________________________________________  300

« Libya ________________________________________________ 760

Total , cash contributions______________________________  42,157
II I.  Various cont ribut ions in kind (estima ted )------------------------------  22,500

Belgium (a irl ift  and financing o f ground supp ort)
Cana da (a irl ift  and  well dri llin g prog rams)
France  (a irl ift  and suppor t of coun try budgets )
Federal  Republic of Germany (a ir lif t and ground support) 
Libya  (a irl ift )
Spain (a irl ift  and g round tra nspo rt)
United Kingdom (a irl ift )
U.S.S.R. (a irl ift )
Othe r (South Korea, Taiw an, U.S.S.R. and severa l other coun­

tri es  have made  gra nts  up to $50,000 each to Upper Volta)

Total _____________________________________________  155,275
1 Value of food plus ocean freigh t plus Inland tran sport.
8 Estimated market value.
8 Includes 45,000 metric tons contr ibuted through Chinese Red Cross.
* Excludes $300,000 U.S. contributions to Sahel T rus t Fund.

Nicaragua Earthquake  Assistan ce—I nternational Contributions

In addition  to the United  S tates , 68 countr ies and 9 intern ationa l organiza tions 
partic ipa ted  in Nica raguan relief activitie s. Donor natio ns made their  contribu­
tions  bila tera lly or through rel ief agencies o r both. The to tal  repor ted value  of this  
assi stance was  in excess of $14.3 million :

24-904—73-----4
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Intern ational org aniza tions: Amount

Organizations of Amer i­
can Sta tes __________ $408, 000

Inter-American Foun­
dation ____________  500, 000

United Nat ions_______  1,670, 000
League of Red Cross So­

cieties ____________  1S5,673
AMURT (Amanda Mar- 

ga Universal Relief
Team)  ------------------ 45,000

Cari tas,  Internatio nal is_ 286, 324 
Lutheran World Fed era ­

tion ______________  23,722
World Council of

Churches __________ 261, 000
Inte rna tional  Confedera­

tion of Free  Tra de 
Unions ___________  1, 136

Tota l assi stance by 
internatio nal  orga ­
niza tions ________ 3,380, 855

Donor countries:
Argen tina __________ 359, 622
Austra lia __________  39, 800
A ust ri a ------------------- 42, 208
Bah rain  ___________  567
Barbados __________  1, 500
Belgium ___________  93,107
Bolivia ______________  9, 675
B ra z il _____________  483, 754
C an ad a____________  1,698,807
C h il e______________  11,163
China _____________  533,124
China (T aiwan )_____  256,000
Colombia __________  108, 552
Costa Rica__________ 15, 0(H)
De nm ark ____________  33, 926
Dominican Republic__  12, 000
Ecuad or ___________  22, 870
El Salvador_________ 119, 060
Fin la nd ____________  14, 279
France ____________  277,019
Ge rm any___________  610, 000
Gr eece_____________  3, 736
Gua tem ala_________  101,000
Guy an a____________  1, 000
H a it i______________  7,136
Hon du ra s__________  600, 000

Donor countries—Continued Am ount
Icela nd ------------------- $10, 410
I r a n -----------------------  11,861
Ire la n d ------------------- 20,860
Ita ly --------------------  167, 508
Jam aica ------------------ 14,000
Japa n --------------------  606,000
Khmer Republic_____  54
Korea Republ ic______  1,186
Leb an on ___________  168
Le sotlio____________  n o
Liechtenstein  _______ 3,165
Lu xe mbo ur g________  5, Q47
Mexico ------------------- 352, 084
Mon ac o-------------------  3,618
Nethe rla nd s-------------  51, 000
Netherlands  Antilles

P u b li c ------------------ 65,000
New Zealand________  82,198
Norway ------------------- 160, 045
Oman --------------------  5, 000
Pan ama -----------------  276, 000
P ara guay ----------------  43,300
Peru ______________  no , 722
L ib ya ---------------------- 100, 000
Philippines _________ 1, 727
Rumania  ---------------- 37, 460
South A frica_________  454
Spa in ---------------------- 1, 236, 359
Sri Lan ka (Cey lon)__  600
Suri nam ------------------ 7,500
Sw ed en ------------------- 26,090
Sw itz er land ________  97,125
Trinida d/Tob ag o____  7, 800
Tha ilan d __________  536
T u rk ey ------------------- 12,114
United Kingdom______  1,083, 911
U ru gu ay ------------------ 13, 000
U.S.S.R. ------------------ 13, 000
Venezuela _________  775, 000
Vietnam Republic____  1,186
Yu gosla via _________  9, 772
Miscellaneous c ontri­

butions __________  894

Tota l: Donor na­
tions   10,929,223

Tot al : Intern ationa l 
commmun ity ____ 14, 310, 078
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Other country donor disaster relief assistance to Pakistan
M ill ions

Arab  Sta tes (including United Arab Emirates, Saudi  Arab ia, Q at ar )----- $16.0
Cana da ________________________________________________________  3.1
Sw ed en  ___________________________________________________________________  1- ~
United Kingdom (including credit dra wd ow n)-------------------------------------  2. 4
China, Peoples Republic of________________________________________  1-1
Othe r donors 1___________________________________________    4. 2
League of Intern ational Red Cross member coun tries2----------------------------  2. 3
ind ica ted  LDA credit___________________________________________  30. 0
United Nat ions____________________________________________________ 3. 3

Total ___________________________________________________  64.1
1 Includes : Afghanistan, Argentina,  Aus tralia, Belgium, Denmark, Egyp t, France, Fed ­

eral  Republic of Germany, Greece, Indonesia, Holy See, Iran, Ita ly, Japan,  Kenya, Demo­
cra tic  Republic of Korea, Liechenstein,  Malaysia, Maldives, Mauritius , Netherlands, New 
Zealand, Poland, Romania, Singapore, Spain, Switzer land, Thailand, Turkey, U.S.S.R., and 
Yugoslavia.2 Figure may include some dup lication of assistance repor ted by countries.

SA HE LIAN  DROUGHT RE LIE F

Mr. Passman. What will be the total funds the United States will 
provide for Sahelian Africa drought relief through fiscal year 1974?

Mr. W illiams. The United States has provided approximate ly $50 
million emergency drought relief  to the Sahel to date. I  an ticipate we 
will provide another $40 to $50 million in emergency drought  relief 
assistance through the end of fiscal year 1974. The major ity of this, 
as in our previous emergency drought relief assistance, will be for 
Public  Law 480 grains and transportation to Africa. I n addition to the 
emergency drought  relief assistance, our recovery and rehabil itation 
and longer term assistance programs will require approximately $40 
million. Therefore, the total requirement throug h fiscal yea r 1974 for 
emergency drought relief assistance, p lus recovery and rehabil itation 
and longer term drought-relief-related programs would range from 
$120 to $135 million.

RE LIEF  AID TO NICARAGU A

Mr. P assman. W hat will be the total funds the United States will 
provide for Nicaragua earthquake relief through fiscal year 1974?

Mr. W illiams. The United States made plans to provide a total of 
$42.6 million for Nicaragua earthquake relief through the end of 
fiscal year 1974. This contribution is composed of the following items:



50

(a) For emergency relief—$12.6 million as follows: $3.9 million for 
Public Law 480 food ; $8 million for contingency funds for shipment or 
release of supplies, emergency housing construction, and other emer­
gency requirements; $700,000 from the DOD and Civil Defense Pre ­paredness Agency.

(b) A reconstruction program loan of $15 million was provided in 
fiscal year 1973 for the construction of hospitals, building of drainage 
channels, re structuring of electricity services, reconstructing of roads and bridges, schools, health centers, public buildings, and reconstruc­tion planning  and support costs. [Table attached.]

(c) In  addition the United  States has requested $15 million fiscal 
year 1975 supplemental appropriations for low-cost housing recon­struction in Managua.
Relie f and reconstruction  assistance to Nicaragua, Dec. 23, 1973-Oct. 31, 1973 *
Emergency Relief Cash and Commodity G ran ts : Mill ionsU.S. Government_____________________________________________$12. (5Public Law 480 food_____________________________________  3. 9Contingency funds________________________________________  8.0 »DOD and Civil Defense  Preparedness  Agency________________  0. 7U.S. voluntary  agencies and private sector______________________  8. 4Internatio nal  Community (other donor count ries and  foreign private organiza tio ns )_____________________________________________ 14.3

Total  emergency rel ief  gra nt ass istance_____________________  35. 3
Reconstruction L oans :

U.S. Government (AID) (hospitals, dra inage channe ls, electricity, roads and bridges, schools, heal th centers, public buildings,  research, plann ing and supp or t)______________________________________  15.0IDB— (Telecommunications, temporary univ ersi ty facili ties, industrial  reha bili tation credi t, const ruction indust ry development and rur al c re d it )___________________________________________________  16. 7IBRD— (housing sites and  services, high school recon struc tion,  water and power supplies, and  small industry fina ncin g)______________  20. 0
Total reconstruc tion loans_________________________________ 51. 7

RE LIEF  AID TO PA KIST AN

Mr. P assman. W hat will be the total funds the United States will provide for Pakistan flood relief through  fiscal year 1974?
Mr. Williams. The total eventually provided will of course depend 

on congressional action with regard to the request. In the case of Pakistan, we are requesting $95 million, consisting of $58 million for 
loans and $37 million in grants. In addition, $42 million in Public Law *480 will be provided to Pakistan .

TOTAL AID PROVIDED
4rMr. P assman. What  is the total U.S. aid tha t has been provided to Pakistan, Nicaragua, and the Sahel through fiscal 1973?

Mr. W illiams. Total U.S. aid to Pakistan through fiscal 1973 was 
$5,034.5 million. This figure includes aid to the former East Pakistan, 
now Bangladesh, prio r to fiscal year 1972 which we are not yet able 
to separate out. Total U.S. aid to Nicaragua through fiscal 1973 was
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$227.7 million. Total U.S. aid to the Sahel, which is comprised of  six 
countries, is shown in the following table:

TO TAL U.S. AID TO THE SAHEL THROUGH FISCAL YEAR 1973 

|ln  millions of dollars]

Fiscal years Fiscal year Total, fiscal 
196 9-72 1973 years  196 1-73

Chad...............................................................................
Mal i...................................................................................................................... . . . ™
Niger.................................................................................................................................
Senegal.............................................................................................................................
Upper Vo lta ....................................................................................................................
Mauritania (fiscal years 19 54 -72) ............................................................................

10 .2 0 .9 11 .1
32 .1 3.5 35.6
20.6 3.8 24.4
45. 6 2 .4 48.0
22. 0 2 .3 24.3
6 .3 1.3 7 .6

* The above assistance includes AID, Public Law 480, Peace Corps, 
and a small amount of mi litary  assistance. Most of this  assistance was 
provided on a bilatera l basis through fiscal year 1968. In addition 
to assistance shown in the table, the six Sahel countries have partici-

* patcd in central west Africa regional programs since fiscal year 
1969. Therefore,  they  have also received a portion of the  $73.1 million 
of U.S. assistance provided through the regional programs. This as­
sistance does not include the emergency drought relief effort which 
began in fiscal year 1973.

ADDITIONAL FUNDS REQUESTED

Mr. P assman. I s this request in addition to the funds requested in 
the regular fiscal 1974 budget for  these three areas?

Mr. Williams. In  the case of the Sahel and Managua these funds 
are clearly additional to our regular request. They are for emergency 
drought relief and reconstruction activities which had not been an­
ticipated  a t the  time of our  budget presentation.  The funds requested 
for Pakis tan are directly related to an unantic ipated emergency—the 
disastrous flood. I n Pakistan —however, one of the floods most serious 
effects was the destruction of a larire portion of Pakistan’s principa l 
foreign exchange earning crops. Therefore, the loan component of 
our supplement is to finance fertil izer and other essential imports. 
We also had included loans for fertil izer and general commodity 
imports in our regular request. I f we obtain supplemental funds we 
would not plan to go ahead with these loans.

* ALLOCATION OF REQUESTED FUNDS

Mr. Passman. Could you tell the committee how much of the $150 
million request is presently firmly allocated to specific programs and 
how much is not firmly allocated to specific items ?

Mr. Williams. An AID  task force has recently visited the Sahel 
region in September-October. As a result of discussions with the Gov­
ernments of the Sahel states, projects totalin g about $18 million have 
been identified for the recovery program. Plan ning  of the recovery 
effort is continuing, and within the next 2 months, AID anticipates 
tha t additional recovery and rehabilitation projects will be identified 
requiring another $22 million.
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Mr. P assman. W ha t was reques ted in the fiscal 1974 bu dg et for  
Pa kista n,  S aheli an  A fri ca , and Nicarag ua?

Mr. W illiams . For  Pa ki stan  we requ ested $63.5 mil lion , $60 mi l­
lion fo r dev elopment loans and $3.5 mi llio n fo r dev elopment  gran ts 
which includes $1.7 mil lion  fo r po pu lat ion  pro gra m gran ts.  For Nic­
ara gu a we requ ested $18.5 millio n, $16 m illion fo r development  loans  
and $2.5 mi llio n fo r dev elopment  gr an ts  wh ich  includes $500,000 f or  
populat ion  gran ts.  The  Afr ica prog ram requ ested fo r fiscal 1974 pro ­
poses $37.6 million for the  c en tra l and wes t A fri ca  reg ion al pro gra m.  
Of  th is am ount abo ut $30 m illi on  of reg ional ac tiv itie s wou ld benefi t 
one or more of  the  six cou ntr ies  i n the Sahelian dr ou gh t area .

Mr. P assman. H ow many ad dit ion al U.S . employees  will  be sent 
to the Sah el cou ntr ies  in connect ion wi th  the  drou gh t ass istance  re ­
ques t of  $500,000 for  ope rat ing  expenses ?

Mr.  W illiams. We in ten d to  assign six fu ll-t ime field personnel. 
There  wil l be one AID  officer ass igned to  each of  the  s ix Sah el coun ­
tr ie s:  Chad,  Ma li, Mau ritan ia,  Nig er, Senegal, and  U pp er  Volta . In  
addit ion  sliort -te rm spe cia list  personnel will  pro bably  be required.

Mr. P assman. On page 6 of vour  sta tem ent, you ind ica te th at  $23 
mi llio n of  th e $95 million fo r Pa ki st an ’s re con struct ion  wil l be used to 
reim burse oth er accounts  fo r effo rts alr eady  underta ken. Would you 
tell the  committ ee w hat oth er a ccou nts were used and  in w hat am oun ts?

Mr.  W illia ms. Yes, $5 mil lion  were  tak en from th e “S up po rti ng  
assi stance ’’ accoun t and  $18 millio n fo r the  “Deve lopment loa n” 
accou nt.

WITY ABE ADDITIONAL FU ND S BEING  REQUESTED NOW  FOR NICARA GUA ?

Mr. P assman. On page  10 of  y our sta tem ent, you ind ica te the fiscal 
year  1974 budge t request did  n ot make allow ances fo r dis ast ers  o f this 
scale. Since the  ea rthquake str uc k Ni ca ragu a on December 23. 1972, 
why a re you a sking  fo r an addit ion al $15 mil lion  f or  ear tho uake  recon­
struc tion now ? A lso, were fund s in cluded  in th e r eg ular  bud get  req uest  
for ea rthquake r eli ef and if  so, how mu ch ?

Mr. W illia ms. Mr. C ha irm an, ou r prese nta tion to Congress fo r fiscal 
year 1974 reques ted fun ds only  for  regu la r development assistan ce pro­
gram s. Th e bulk of  th e $18.5 m illion requ ested fo r Nicarag ua  was for  
a $15 mil lion  ag ric ult ural sec tor  loan.  Ou r bud get  reouest did not 
include  fu nds fo r earthquak e re con struct ion  Tt d id.  however , no te th at  
such  funds  wou ld be requested  la te r f or  ear thq uake  rec overv assi stance. 
The request also sta ted , however , th at th is  assis tance would be “con­
tin ge nt  upon N ica rag uan pro gre ss w ith  overall  plan ning  and  or ganiz a­
tion fo r the imp lem entatio n of  such proje cts .” Tt we nt on to sav.  t ha t 
AID  would con sider recoverv  ass istance  onlv  af te r sa tis facto ry  pro­
posals. inclu din g ap prop ria te  ad min ist ra tiv e and manag ement  
arr angeme nts  ha d been completed.
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A t th is time, we are  n ea rin g c omplet ion o f a d eta il low-cost hou sing 
loan pro posal. I t will  be rea dy  f or  review in  W ashin gto n in December , 
and it  is on th is  basi s we are req uesting  fu nds a t th is  time.

Mr. P assman. You go on in yo ur  s tate ment and discuss how c ert ain  
au thor izat ion amoun ts wou ld have an effect of  r educ ing  you r fund ing 
avail ab ili tie s and  would jeo pardize  some pro gra ms . I hope y ou are not 
sayin g th at  thi s budget amendm ent  w as sub mi tted solely  fo r the  pur­
pose of  hedg ing  again st possible fund  reduct ions in the fu ture , are  
you ?

Mr.  W illia ms. No. As D r. Han na h said  if  unfo rese en need s arose— 
lar ge  scale di sas ter s re qu iri ng  sus tained reli ef a nd  re ha bi lit at ion a ssi st­
ance in fiscal 1974—we w ould  ha ve to requ est ad dit ion al fu nd ing from  
Congress.  Prec ise ly t hi s s itu ati on  has  arise n because o f t he  d isa ste rs in 

•  Pa ki stan , Nicarag ua , and  the Sahel. Th is amount is reques ted  not  as
a hedge ag ain st a pro bab le ap pr op riat ion red uction bu t fo r cu rre nt  
pre ssi ng  needs th at  could n ot  hav e been an tic ipated  nor  met wi thin the  
cu rren t budget wit hout ser iously  im pa iri ng  oth er  pr io ri ty  developm ent  

« pro gra ms .
Mr. P assman . Mr.  Long  ?

EV OL UT IO N OF  EM ER GEN CY  SIT UATIO N IN  SA IIEL

Mr. L ong. Y ou made  two s tatem ents th at  seemed to me a l it tle con­
tra di ctory.  One, you were  sayin g th at  th is was a p rob lem  th at  ha s gone 
on for  abo ut 5 yea rs ?

Mr.  W illiams. Yes. sir.
Mr . Long. The nex t sta tem ent is your  response  to  the  ques tion  of 

the  Ch airm an  as to why you hav e not requ ested th is  ap prop riat ion 
befo re. You said  because it  was no t foreseen pr io r to th is  recent  
disast er.

ITow can  you reconcile th ose  two ? Tf the  d ro ug ht  was g oin g on fo r 5 
years  were not needs f or  dis as ter  rel ief  foreseen ?

Mr. W illiams. Ea ch  year.  Mr. Congressman, it was assumed  th at  
the  drou gh t would end. Ea ch  year  it became pro gre ssivel v worse fo r 
thes e cou ntr ies  as th ei r reserves, ma ter ial  and  huma n, were dra wn  
down . I t  was on ly last y ea r th at  they  reac hed such a po int  those reserves 
ran out.  Thev called fo r help. No t havin g a call fo r he lp before  th is 
pa st year,  th is  cu rrent yea r, w hich w as the past yea r. 1973, we were n ot 
engaged in the prob lem. Pe rh ap s we should  hav e been. Pe rh ap s we 
sho uld  have  foreseen th at  t hi s was a drou gh t sit ua tio n th at  would not 

w be cured.
Man is etem al lv  optim ist ic,  and the leader s of th is  reg ion  hoped 

the v would  ge t out of th is situa tio n wit hout ha ving  to call fo r large 
helr> f rom  th e int ern ational com munity .

1 Mr. Long. L ook ing  ba ck, do you feel th at  vou were  en tit led to th at
optimistic outlook?

Mr. W illiam s. T don't  know the remon as well as the  leader s of 
those  countries. Looking  back. T th in k they  should hav e prohablv 
called fo r he lp and tak en eme rgency actio n sooner. Tha t is looking  
back.

Mr. Tzjng. T don 't th in k we a re ta lk in g about eme rgencv ac tio n: we 
are  ta lk in g abou t us ing  various means  and  devices fo r solving the



problem, preventing  it from recurring. Tha t is what the chairman 
was driving at.

Mr. W illiams. I  agree with you. I t should have been foreseen and 
was not. The means previously taken in this region were inadequate.

Mr. Long. Thank you, Mr. Chairman.

UN DP  PROGRAM IN  SAHE L

Mr. Passman. Mr. Director, we do have problems. There are so many 
different facets of this foreign aid program that  i t is difficult to stay 
on top of it. We are  t alking  about more than  $20 billion in different 
places. There are seven different areas where you have technica l aid 
programs.

One of the main programs is the UNDP. Is this one of thei r 
programs ?

Mr. Williams. Yes, sir.
Mr. Passman. Why won't they be in this area helping ?
Mr. Williams. They are, sir.
Mr. Passman. You didn't give us anything firm.
Mr. Williams. I would like to put in the record the UNDP program 

in the Sahel countries.
[The information follows:]

UN P rograms in  th e Saiie l

The UNDP Governing Council in June , 1973, launched  a program of emerg­
ency and long-term assistance for the Sahel ian region, approving $8.3 million 
for a well-digging effor t and for reconstruc tion in the afflicted countries—Chad, 
Mali. M auri tania , Niger, Senegal, and Upper Volta. Of this $8.3 million, $2.8 mil­
lion is to go toward a $3.7 million well-digging program to be mounted jointly 
with  UNICEF. Another $500,000 has been given to FAO’s Sahel ian relie f fund. 
The remaining $5 million will provide additional reconstruc tion assistance for 
the period 1973-76. Projects  utiliz ing this la tte r amount are  being form ulate d in 
sorghum and millet  seed multip lication, regional  agr icul tura l adviso ry services, 
fodder resea rch and development and rela ted fields, and implementation  is 
scheduled to begin by the  end of t his  year. All of  these UNDP funds  are  in addi­
tion to the regular assis tance  tota ling $53.2 mil lion which the six countries are 
to receive from the UNDP during the 1972-76 UNDP programing  cycle. In this  
connection, the  Governing Council also recommended that  a flexible approach 
be taken in planning  and executing the regular UNDP technical assistance pro­
grams in the  affected countr ies in order to ada pt exist ing UNDP projects to the 
needs of the reconstruc tion effort. A review is now taking  place with in the 
UNDP to make these regu lar programs as responsive as possible to the special 
needs aris ing from the  drought. An overall recon struc tion program for  the 
Sahel ian region is in the  process of being shaped, and the UNDP program will 
be an in tegral par t of the to tal effort.

OCEAN FR EIGH T

Mr. P assman. I want to say tha t I have been working with you 
for many years and I have never received anything but complete coop­
eration. I have asked you to do several things I thought were in the 
interests of this program and our country and the taxpayers. You have 
always responded without exception. I  don’t want you to th ink any of 
my questions are intended to question your integrity  or take away from 
the fact tha t you have given my office complete cooperation. You have 
a difficult program.

T have enjoyed working with you and I have enjoyed working with 
John Hannah. I am reasonablv sure we are going to enjoy working 
with Mr. Parker.



I am going to  inser t a t t hi s p oint  in  the  record the  resume on fre igh t 
mov eme nts and how money can  be saved by pu rsu ing a sound course  
in  cont racti ng  fre ight . Y ou may wa nt to refer  to i t la ter .

[T he  i nforma tio n fol low s:]
The shipbroker perforins an indispensab le function between owners  of vessels 

and  shippers, and  it is difficult to elim inate or replace him in his role as honest 
broker between shipowners and shippers of full cargoes and large parcels. Owners 
are universally  disinclined to offer tonnage direc tly to shippers and employ the 
cargo broker for that  purpose. Similarly  large shippers and tra de rs employ the 
broker as  chart ere r’s agent when seeking ships for such commodities  as agricul­
tura l products, oil and petroleum products, steel, fert ilizer, and  so forth. This 
has  been a cons isten t custom and practice of internatio nal  tra de  since the  estab­
lishm ent of the  Hanseat ic League and in this coun try even before national  
independence.

The cargo brok er brings an extraord ina rily  broad and diversified expertise to 
his client. He is constantly aware  of the ship marke t by vir tue  of h is continuing 
presence in th at  m arket and he is  p repared  with up-to-da te in form ation when his 
shipper clien t requ ires shipping send ees whe ther  only interm itte ntly or  on a regular basis.

A considerable amount of experience is requ ired before the  cargo age nt/bro ker  
is competent to se ne  the trad e. His background mus t include, in addition  to 
knowledge of the ship market and  how to trade  in it, a var iety  of subjects re­
quired to  protect the inte res ts of his  principa ls including special knowledge 
of the pec ulia r requi rements of the cargo involved, physical and  com mercial; 
banking and  finance; government regu lations as they affect intern ational trad e 
and commerce; a fam ilia rity  of the  rela tive  mar itime and commercial law ; 
knowledge rega rding the mar ine and  shoreside labor unions and  potentia l prob­
lems ; geographical nuances ; tra de  pat te rn s; mar itime conventions; and an in­
stin ct to ant icipat e problems and complica tions before they occur if possible 
as well as the  experience and abil ity to cope with them when necesasry.

The cargo agent can und ertake to furn ish at  lea st these essential  services. 
He will prepare or assi st in the preparatio n of fre igh t chart er parties  and  con­
tra cts of affre ightment to suit the  cargo. He will ent er the marke t and  ident ify 
inte res ted  suit able  tonnage. This will be accomplished  by the  broa dest possible 
solicitat ion for  the  requirement as to assure  adeq uate  response employing what­
ever media and connections necessary. He will fix the  vessel af te r trading 
terms and  conditions taking into considerat ion such factors  as the reliabili ty 
and  past performance of the  ow ners; the  physical  cha rac teri stic s of the  sh ip ; 
the elements of congestion as possible loading ports , gra in elevators and term i­
na ls;  seasonal wea ther  conditions to be encountered on the voyage; an analysis  
of the  fre igh t as aga inst cur ren t and ant icip ated marke t conditions and other  
fac tor s; and an evalu ation  of those  facto rs which can cause demurrage or deten­
tion expenses at  loading  and discharge. Subsequently he will assis t with claims, 
audit  stat ement  of facts  and layt ime  sta tem ents as well as aud itin g all freight 
and ancillary charges.

In addi tion to the  s tandard cargo agent services, the  agent for  the Government  
of South Vietnam also provides forwardin g services and  oversees and supervises 
the por t age nt’s responsibili ties as regards the coordination and  fac ilita tion  of 
tra ns fer from point of origin until loading including app rop ria te formalities, 
inspections , samplings, and so forth.

As can be expected, cargo agents sometimes  specialize  depending upon the 
needs of his clientele. It  is inte res ting to note that  several cargo  brokers have 
developed the  special expertise  necessary to handle correctly cargoes deriving 
from U.S. Government programs where special  sta tut ory regu lations  obtain, 
for example U.S. cargo preference  laws, the  regu lations apply to Publ ic Law 
480. expor t-import and AID-financed commodit ies, an d so forth.

Compensation to the cargo comes from  brokerage  pa id by ship owners. Usually 
total brokerage  to be charged by the  owners’ broker and the  cargo  agent , tha t 
is, chart ere r’s broker , does not exceed 2*4 percent of the  gross freight . Pre ­
sumably when no cargo agent  is employed, the  commission would be earned by 
the  owners’ broker . In the case of commission payable by lin er operators with 
tari ffs filed at  the  Federal Mari time Commission, it  has  been held th at  in the 
absence of a commissionable broker,  it  is illegal to rebate  the  normal brokerage 
commission to the  shipper. Inciden tally thi s decision applies to U.S. Govern­
ment agencies who have endeavored to claim a discount equal to unpa id 
brokerage.
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It  is obvious that  if a shippe r does not employ the services of a broker  he 
must then provide these  services himself as it is not possible to dispense with 
them. The costs of providing the services  must then  be borne by the  shipper. 
This  would seem to be an unnecessary expense  bearing in mind th at  the re is 
no way for a shipper , especially when such a shipper is eith er a United States 
or foreign government agency to claim on the owner for commission or rebate . 
It  is collaterally  significant that  when foreign owners pay brokerage to Amer­
ican brok er/agen ts, thi s represents dol lar  earn ings  and benefits our  balance of 
payments.

PROPOSED HO US ING LOAN TO NICARAGUA

Mr. P assman. Mr . Royba l ?
Mr. R oybal. Th an k you, Mr. Cha irm an .
I  would like to  make inq uir ies  wi th  rega rd  to your  prog ram in 

Nic aragua. I t  is my un de rst an ding  th at  you are  pro posin g an aid 
level prog ram  of  appro xim ate ly $50 mi llio n over the nex t 3 years. 
Most of  th is money is going to  be used fo r rep lacement  of  low-cost  
hou sing or  public serv ice f aci liti es a nd  othe r thi ngs.

You sta ted  a l itt le  while  ago the $15 m illi on fo r housing was go ing  
to bu ild  9,000 low-cost homes. Th is was going to be a loan , you 
said.  A t wh at percen t int ere st is t hi s loan  g oin g to be made?  To  whom 
is it goi ng and  w ha t i nte res t w ill the y be c ha rging at  the t ime  th e con­
sum er e ven tua lly  gets  the money  ?

Mr. W illiams . I will  ask  Mr.  Kleine .
Air. K leine . T hi s loan,  Mr. Roy bal , if  underta ken, wou ld be made 

th roug h the Na tional Ho using Ba nk  of  Nica rag ua . The h ousing needs 
th at  the loan  would a ddress  are  tho se o f the low income an d low middle 
income people who were affec ted by the  ear thq uak e. The cost of  these 
homes would run  from a lit tle  ove r $1,000 to a lit tle  over $3,500. The 
income th at is calcul ate d would be needed by the  peop le who wou ld 
buv  these  homes would run fro m about $57 a month  to about $140, 
$150 a mon th.

Air. R oybal. That  is the income or  th e pay ment?
Mr. K leine. T his is income. W ith  incomes of the level th at  I  men­

tion ed,  it  is an tic ipa ted  th at  thes e peop le could  ca rry  the costs of 
these  homes. Th is pro ject  would add ress about one-th inl  o r o ne-fo ur th 
of  the total req uir ement  for  low income o r low mid dle  income ho using 
in Nicar agu a.

Mr. Roybal. You st ill have  not answered the  m ain  p art  of  the ques ­
tion . We are  len din g $15 mil lion  to the  Na tional  Ho using  Bank. At  
what per cen t intere st?

Mr. K leine . Th e concessional ra te  of  2 per cen t du ring  the grace 
per iod  of 10 y ear s and  3 p erc ent un til  to tal  matur ity  of 40 y ears, in ­
clu din g 10-year g rac e period.

Mr. Roybal. T would be a loan fo r 40 yea rs which will  act ua lly  
amo unt  to a lit tle  over  2 p ercent , m aybe 2y2 p ercent  for the per iod ?

Mr. K leine . T hat  is co rrect .
Mr.  Roybal. They  in tu rn  w ill lend th at  money to the  conssumer at 

what rat e o f i nte res t?
Mr. K leine . Th at  has not y et been worked  out. It  is to  be wo rked out 

on the  basis t hat  i t would  not  be  a su bsidy.
Mr. Roybal. Is  th is going to be the same at oth er lo ans th at  we m ade 

to L.A. banks where  we charg ed 2 to  3 p erc ent and  t hey are  ch arging  
12-percen t in ter est  ra te?
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Mr. K leine. I t will probably be high er than the concessional rate 
of our loan to the National Housing Bank.

Mr. Roybal. I t would be higher by maybe five or six times?
Mr. K leine. No; I don't believe tha t it will be th at much larger. 

There will of course have to be a residual which will help the costs of 
adminis tering the loan by the National Housing Bank.

Mr. Roybal. Hasn’t it been the agency’s experience tha t whenever 
a loan like this is made to a bank ing institution in Latin America, or 
anyone for housing, they in turn charge at least five times more 
interest?

Mr. K leine. They do charge close to the going rate in the country.
Mr. Roybal. Isn ’t it so, the going rate in Latin America is 10 to 12 

percent ?
Mr. Kleine. Yes, sir.
Mr. Roybal. One must assume they  a re going to be charging from 

10 to 12 percent for money they are paying 2% percent for? Where 
is the humanitarian pa rt of this program then ?

Mr. Kleine. The provision of capital th at otherwise would not exist 
for these people, in order to enable them to buy homes which they 
couldn’t have. Right now they are in temporary facilities or they are 
living with friends, relatives a ll around the Managua area, and they 
wouldn’t otherwise have the opportunity. There is not the capital  
around so tha t they could borrow at terms they can afford for the 
maturity period. There is probably some around fo r very short periods 
and at very high interest rates.

Mr. Roybal. I appreciate the fact these people need housing, but 
this is money that is being loaned to them at 2 to 3 percent and money 
tha t we in  tu rn have to pay the p revail ing rate which is very well at 
the moment in the neghborhood of 8 percent.

Mr. Kleine. About 8 percent.
Mr. Roybal. What kind of business is that?  It does not seem to 

me to be very smart to  be doing something like this, part icularly when 
the ones making the money and the ones going to be benefited are the 
stockholders or the individuals at the National Housing Bank tha t 
are going to be earning at least 8 percent on thei r money.

Mr. Kleine. These funds will be made available to the people at 
interest rates tha t they can afford, which would enable the bank to 
carry  out this program, which is a very large program, probably 
the largest single program-----

Mr. Roybal. You said two tilings interesting. You said a while ago 
they would not be subsidized. You also agreed the prevailing rate was 
in the neighborhood of 10 to 12 percent. If  they are not going to be 
subsidized, if this is not going to be subsidized housing, then it is 
quite evident they are going to pay an interest rate of between 10 
and 12 percent. Is th at correct ?

Mr. Kleine. I believe so. Yes. sir, but the question of terms to the 
house buyers is still not yet settled.

Mr. Roybal. I  don’t think tha t we should be involved in this kind 
o f a setup at all. On the other hand, I can understand tha t housing 
is needed in this area. Isn 't there some other kind of a program tha t 
can be designed fo r an area of great  need such as Nicaragua, or where 
they have had a catastrophe, besides other loans tha t we give to 
Latin America? Couldn't there be an exception made to Nicaragua?
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Mr. K leine. The exception would be to make it available on a grant 
basis. We think  tha t the economy is such tha t would enable it to 
ultimately, with recovery and reconstruction, enable the bank, an 
institution of the Government of Nicaragua, to repay this loan over 
time. There was an emergency grant of $3 million tha t was made 
available immediately afte r the earthquake to provide temporary 
facilities. These are the facilities t ha t will be upgraded to enable these 
people to purchase them. They are now renting them.

Mr. Roybal. I t seems the loan business of the United States operates 
with an interest rate level of about ll/2 Percent nationwide and they 
made a considerable amount of money, part icula rly in the last year, 
even though 5 years ago they were losing. I f the American business­
man can make a profit on that  kind of an interest return , it seems to 
me we should not be subsidizing Latin American businessmen to the 
tune of 8 percent. I  would like to be involved in a bank like tha t tha t 
can operate with moneys coming to them where there is a differential 
of 8 percent between cost and final delivery.

Mr. Kleine, At this stage, Mr. Rovbal, we have not vet gotten to »
the actual financing tha t will be involved in the lending to the buyer.

Mr. Williams. The concessionary rate as to the Government. Of 
course, it is a measure of the concession, the measure of aid to help the 
Government aid requirements tha t are very, very large, coming all at 
once.

Mr. Roybal. The ones paying for this will be the person tha t earns 
$59 a month, they are the people who will be paying 10 to 12 percent.
They are going to be buying a house th at is costing $1,000 and there 
is not much that  you can buy even in L atin America for  $1,000.

Mr. Williams. It  is minimal housing.
Mr. Roybal. The one paying is the consumer himself and not the 

National Housing Rank. I t seems to me i f we are going to be hum an­
itarian, as vou stated before, we should direct our effort to the people 
tha t actually need it, not the financial interests of Latin America.

Mr. Williams. I certainly agree with that.  Air. Congressman. Tn 
this case i t is at tempt ing to provide very modest housing for people 
who have lost all housing and have no place to live.

Mr. Roybal. Mr. Chairman, I think we can go over this subject 
from now unt il kingdom come. The truth of the matter is. we have 
been doing this since the Alliance for Progress started. Since we 
have been in the aid business we have been doing this. There is a great 
deal of objection to it, particular ly at a time like the one we are 
going through at the moment. Taxpayers are going to complain >
about these things.

When a situation like tha t is presented to any taxpayer anyplace, 
they wonder what happened to our so-called Yankee know-how.

Mr. Kleine. This will provide oppor tunities  for these people which *
otherwise do not exist or  would exist a t exorbitant interest rates. The 
exact rate that the purchaser will have to  pay is not yet established.
That  is a process we will be going through in the next stage, presum­
ing we get to the-----

Mr. Roybal. I am not a bett ing man, but I will bet you even money, 
any amount you want, tha t the rate will be between 10 and 12 per­
cent, regardless of what kind of program we get involved in.
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Air. Kleine. If  I may, I will explain to you and the committee 
what rate we will propose and why we propose that .

Mr. Roybal. Th at does not mean we are going to accept it over there. 
Once they get the money in the ir hands they will charge whatever 
they please. Unless there is some restriction as to what they can charge, 
you are not going to  get anyplace.

Mr. Kleine. They will not be able to  charge more tha n we agree 
should be charged.

Mr. Roybal. We went through this wi th these other Lat in American 
countries. Peru is one instance. We know what the  interest rates were 
in these Latin American countries aft er they got th eir  money at 2i£ 
percent. I t won’t be any different with this program.

Mr. Williams. We propose not to provide it until we come back 
to you and explain the rate  tha t we would agree to.

* Mr. Roybal. I am not ready to vote on this until  I know what is
going to happen to this money.

HOUSING INVE STMENT GUARANTEE PROGRAM<
Mr. Passman. Will the gentleman yield ?
I believe the  interest rate is 14 percent. Tha t will be the  prevail ing 

rate. I happen to know the background. What  you do is feed a lot 
of this into the  building and loan associations; do you not?

Mr. Kleine. Well-----
Mr. Passman. I s that true ?
Mr. Kleine. The building and loan associations normally handle 

the middle income.
Air. Passman. Let me get my answer, if I may.
Some of this goes through building and loan associations in the 

country involved, does it not ?
Mr. Kleine. Some of it does—the pa rt financed through housing 

investment guarantees.
Air. Passman. The building and loan associations interes t rate  is 

about 14 percent in these countries, is it not ?
Air. Kleine. Tha t is correct.
Air. Passman. The Inter-Am erican Development Bank also makes 

loans for housing project in towns and cities doesn’t it?
Air. Kleine. That is correct.
Mr. P assman. A t this time they have $2,200,000,000 in funds undis ­

bursed. What pa rt is obligated we don’t know because they play this 
game of obligating and deobligating, but you do have $2,200,000,000 

« as of June  30 undisbursed; is that  correct ?
Air. Kleine. That is correct.
Mr. Williams. Alay I say something on this point ?
Mr. Passman. Have I stated that correctly ?

1 Air. Kleine. Yes. sir.
Air. AVilliams. I want to satisfy, if I can, Congressman Roybal’s 

point.
I think tha t there may be confusion with the housing investment 

guarantee  p rogram where funds are ra ised on the capita l market and 
are available to the bank tha t administers them. In  this case we are 
proposing as p art  of this assistance to reconstruction tha t the differ­
ence would not go to the bank bu t to the Government. I  would like to



say,  Mr. Congres sma n, we will sub mit fo r the  rec ord  a pro posal  we 
have and  for your  att en tio n as to how we in tend  to  h andle  t he  prob ­
lem i f that  arises . I  wan t you  to be satisfied on th is point.

CLASSIFICATION OF HOUSING BY COST

Mr. Roybal. I  w ould  like a breakdow n of  how much of t hat  $15 mil­
lion  is going to be spe nt on $1,000 houses and how much on $3,500 
houses  which a re to be bo ug ht  by the  lower middle-incom e group r athe r 
th an  the  low-income group. These are the moneys th at  will  be tr an s­
fer red  over to sav ings an d loans and the sav ing s and loan s will  make 
it  availab le to th is  lower- incom e group .

Pu t th at  in the  reco rd.
Mr. W illiams . W e will  pro vid e th at . I  apprec iat e the po int  an d I 

wa nt you a nd  th e committ ee to be satisf ied on th is  before  you vote.
Mr. Roybal. If  we are  not,  I  don’t inten d to  vote  fo r thi s.
Mr.  W illia ms. I u nd ersta nd  tha t.
I  at  lea st wa nt  you to  know  spec ifica lly wha t we are  aim ing  to do 

here . Ou r objective is no t as it  has been  on the  investment guara ntee. 
Our  objective is to  trul y he lp these people ob tai n the hou sing the y 
need.

continued  food assistance in  development efforts

Mr.  S iiriver . You say the severe cutbac ks th is  year  in Public Law  
480 food avail abili tie s “have  raised rea l que stio ns in the  m inds  o f the 
rec ipient s abou t our  in tent  to a ssis t them in t he ir  develo pment effo rts.”

For years  and years  we have pu t mi llions an d mil lion s of  dolla rs 
in the  form  of  aid, and now when we a re ha ving  financial troubles  and 
infl atio n, thes e cou ntr ies  th at  we hav e been giv ing  these Publi c Law  
480 fun ds or  commod ities  to have rai sed  que stio n abo ut ou r in tent  to  
assi st them. I  don’t u nd ersta nd  th at.

Mr. W illia ms. Questions  about wh eth er we will  be able to assist 
the m wi th food. Mr . Congres sma n, th at  we ha d sub mi tted in the  
bud get ------

Mr. Shriver. I  don’t see how we can  con tinue to do it  wi th  the  
sho rtag es th at  we have.

Mr.  W illia ms. I  am no t say ing  t hat  we can. We  are  obviously no t 
able  to, bu t it  does raise ques tions  as to wh at the fu tu re  will bear in 
ter ms  of food assistan ce under Publi c Law 480. I t  rais es very real 
ques tions in terms  of these countries ge tti ng  th e pro duction u p so th at  
the y meet t he ir  own food needs  instead of  being d ependent on imports  
to  the  exten t the y have been in the  pas t. Ju st  an idea of the  k ind s of 
cuts th at  ha ve been made , and  have ha d to be made, and  I don’t ques­
tio n those cuts un de r food, we hav e or  wh at  ha d been intend ed and 
thou gh t possib le by  volum e over last  y ea r is cu t 50 pe rcen t. Bv v alue , 
because pric es hav e gone  up , the  cu t has been 33 percen t. Where we 
ha d a prog ram th is  ye ar  for Publi c Law 480 fo r Ind onesia of $114 
mil lion , we have only been able to do $10 mil lion .

Mr.  Shriver. Th ey sho uld  not be cr itica l of  us. I th ink it  is your  
agency’s resp onsib ilit y t o e xplain our  domestic s itu ati on  to  them. Tha t 
is p ar t o f yo ur  job.

Mr. W illiams . I a gree w ith  you, and  we are  doing  that .
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UNIT ED STATES, OTHER DONOR, INTERNATIONAL ORGANIZATION, AND 
RECIPENT DISASTER CONTRIBUTIONS

Mr. Shriver. Would you p ut in the record figures for each of the 
three areas? You indicated you were going to do tha t anyway. I want 
what the United States has, or will, contribute, including this request; 
what each of the other donor countries have contributed bilaterally; 
contributions of internat ional organizations, and the U.S. share of 
tha t ai d; and the efforts of the recipient countries.

[The information follows:]
[See also p. 167.]

Con tribu tions  to th e  Sah el  R ecovery P rogram

To da te the  United Sta tes has contributed  approxim ately  $50 million of 
*  emergency drough t relief  on a  bilate ral  basis. We expect to provide  ano ther $40

to $50 million in emergency drough t relie f assistance through the end of fiscal 
year 1974. The majority  of this,  as in our  previous emergency dro ugh t relief 
assis tance , will be for Public Law 480 gra ins  and transp ort ation  to Africa. In 
addi tion to the emergency drou ght  relief assis tance , our  recovery and reha bilita- 

< tion  and  longer term  assistance prog rams will require  approximate ly $40 mil­
lion. There fore, the  tota l requ irem ent through fiscal yea r 1974 for  bila tera l 
emergency drough t relief  assis tance, plus recovery and rehabi lita tion and longer 
term  drough t relief rela ted programs  would range  from $120 to $135 million.

We have a considerable amount of information on other donor nation contr i­
butions on a bilate ral  basis. At thi s time, we estimate the  following donor con­
tributions : France, $7.8 million for g ra in ; Canada, $2.6 million for gra in ; Ger­
many, $3.6 million fo r grain ; China  (Pe king),  $9.5 million for gra in ; Russ ia, $2.2 
million for  grain ; addi tiona l minor  country  donations for gra in (Iraq,  Sudan, 
Netherlands, Ita ly, Spain, Libya, etc .) amount to about  $10 million.

There have also been cons iderable bilate ral  donat ions for  air lif t, trucks, emer­
gency medical supplies and other materia l, but  very few of these  dona tions  have 
been identif ied by cost. We est ima te th at  the  tota l amount of other donor 
bil ate ral  emergency cont ribut ions to the Sahel, including ai rl if t by the  follow­
ing coun tries : Belgium, Canada, France, Germany, Libya, Spain, the United 
Kingdom, the  U.S.S.R., Ghana, and Swtizerland, and miscellaneous contribu tions  
from Kuwait, Libya, Nigeria  and othe r countr ies, amounts to approximately  
$28 million.

The larg est  internatio nal  organization program has  been by the  European 
Community. To date , the European Community has contributed  over $33 mil­
lion of food g rain  and emergency aid. The United Nations system has  organized 
an FAO sponsored  Sahelian Zone Tr us t Fund , to which the  United Sta tes has 
contributed $300,000. Current  total of the  trus t fund is more tha n $8 million. 
This has been the only drought emergency U.N. program in the  area .

The recip ient countries have very few resources to commit to lessening the 
effects of the drought. To the exten t they can, they have been eager to make 
available what few trained  personnel they have, plus a gre at deal of other man­
power, and whatev er equipment and resources (noncash)  exis t with in country. 
There is no accura te estim ate of the  dol lar value  of their ass istance  to date.

Actual and  P roposed R eco nst ruc tion A ss ista nc e to N icaragua

The estimated relie f and reconstructio n assistance made avai lable  to the 
Government of Nicaragua between December 23, 1972, and October 31, 1973, is 

t  as fo llows:

Table A—Est ima ted  relie f and reconstruc tion assistance, Dec. 23, 1972-Oct. 31, 
1973

U.S. Governmen t: Mil lions
Emergency rel ief -------------------------------------------------------------------  $8. 7
Public  Law 480 food__________________________________________  3. 9
Rehabilita tion  _____________________________________________  15.0

Tota l ____________________________________________________  27.6
U.S. voluntary  agencies__________________________________________  8. 4
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Tu lle  A—Estim ated  reli ef and reconstruction assistance—Continued
Other  don ors :

Bilateral gra nts 1______________________________________________$10. 9
Inte rna tion al org aniza tions1__________________________________  3.4
IDB loan------------------------------------------------------------------------------  16. 7
IBRD loan_________________________________________________  20. 0Canadian loan_______________________________________________ 1. 9

Total ____________________________________________________  52.9
Grand to ta l_______________________________________________ 87. 9

1 See t ab le  B fo r de ta il .
Technical assis tance for reconstruc tion will be provided principally by AID, 

the United Nations and the Organization of American State s. The most impor tant concern at  present is to ass ist the Government of Nica ragua meet its ex­
traord ina ry management needs to carry out  and implement the reconstruc tion 
program. To this  end, AID will be providing approximately  $1 million in gran t wfunded technical assistance over the next 2 year s. The UNDP has designated  approximately  $1.5 million in technical ass istance  for  rehabi lita tion  and re­
construc tion, including approximately $400,000 for  urb an planning. The OAS 
will provide about $500,000, of which $350,000 will be for  urba n planning and 
the balance for  regional  development of the  Gre ate r Managua area.

The Nicaraguan Government has made considerable progress in gear ing up its own resources  for the task of reconstruc tion. Despite the  terrif ic losses suf ­
fered  by the economy, Nica ragua was able to substantially increase its  tax  rev­
enues. For  the first 6 months of 1973 revenues were $113.2 million as compared 
to $64.1 million for the same period in 1972. This  was due principally to the im­position of new expo rt taxes and a tax  on governmen t employees’ salaries.  Ex­
penditures have risen  somewhat more slowly tha n revenues and are  now 20 
percent ahead  of las t year’s amounts.  The Government has  es tablished a special $13 million fund  for  prio rity  cap ital  projects  to speed up the  commitment of its own funds to reconstruc tion and  rehabili tation.

Future  assis tance to Nica ragua for reconstructio n is difficult to estimate, 
since the mas ter plan which will cost out  the reconstru ction  program is still  
being developed. Given the  Cen tral American Insti tu te  for  Business Adminis­
tra tio n’s prelimina ry estimate of losses in housing, public services, and infra­structure  amounting to $500 million, it  is evident th at  Nica ragua will need sub­
stantial assis tance if it  is to reconstruct the  city on a timely basis. In addition  
to the proposed $15 million program for  housing in fiscal year  1974, AID pro jects  
that  up to an additional $35 million will be needed in fiscal year 1975-1976 fo r reconstruct ion projects. Fu rth er  capital ass istance  is also being programed by 
the World Bank and the Inter-American Development Bank for reconstruc tion.At present these ins titu tions have joint ly indicated th at  they would be consid­
ering  up to $60 million in reconstruct ion financing  fo r the  net severa l years. This 
figure may vary as more detailed information on reconstru ction  needs becomes available.

Table B—International Relief  Assistance 
ASSIS TANC E BY TI IE  INT ERNATIO NA L COMM UN ITY

In addit ion to the United States , 68 countries  and 9 inte rna tion al organiza­
tions par ticipate d in Nicaraguan relie f activ ities . Donor natio ns made the ir con- ♦tributions bila tera lly or through relief agencies or both. The tota l repor ted valueof th is assistance was in  excess of $14.3 million.
Intern ational org aniza tions:

Organization  of American Sta tes___________________________  $408, 000
I nte r-Amer ican Fo un da tio n________________________________  500, 000United Nations__________________________________________  I, 670, 000
League of Red Cross Societies_____________________________  185, 673
AMURT (Amanda Marga Universal Relief T eam) ____________  45, (MX)
Car itas , Inter na tio na lis____________________________________  286, 324Lutheran World Federat ion _______________________________ 23. 722
World Council of Churches_________________________________  261, 000
Intern ational Confederation  of  Fr ee  T rade Unions___________  1,138

Tota l assistance by in tern atio nal  org aniz ations_____________  3,380, 855
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Don or  countr ie s:
A rg e n ti n a ___________________________________________________  $339, 622
A u s tr a li a ____________________________________________________  39. 800
A us tr ia  _____________________________________________________  42, 208
B a h ra in _____________________________________________________  367
B arb ad o s____________________________________________________  1. 500
B el giu m _____________________________________________________  93, 107
B oli v ia ______________________________________________________  9, 073
B ra z il _______________________________________________________  483, 734
Ca na da  _____________________________________________________  1. 698, 807
Ch ile  __________________________________________________________  11 ,16 3
C h in a ________________________________________________________ 333, 124
Ch ina  (T a iw a n )______________________________________________  256,0 00
C olo m bia ____________________________________________________  108, 532
Costa R ic a___________________________________________________  15. 000
D en m ark ____________________________________________________  33. 926
Do minican Rep ub lic _____________________________________________ 12 ,00 0

/  E c u a d o r_____________________________________________________  22, 870
El Sal vad or _________________________________________________  119, 060
F in la n d ______________________________________________________ 14 ,27 9
F ra n c e _______________________________________________________ 277, 019
G erm an y _____________________________________________________ 610. 000

» G re e c e _______________________________________________________ 3, 736
G ua te m al a __________________________________________________  101, 000
Guy an a ______________________________________________________ 1. 000
H ait i ________________________________________________________ 7,13 6
H on dur as  ___________________________________________________  600, 000
Ic elan d ______________________________________________________ 10. 410
Ir an  _________________________________________________________ 11,861
I r e la n d _______________________________________________________ 20, 866
I t a ly _________________________________________________________ 167. 508
J a m a ic a _____________________________________________________  14, 000
J a p a n ________________________________________________________ 606, 000
Khm er  Rep ub lic ______________________________________________  54
Korea  Rep ub lic _______________________________________________  1,18 6
Le banon ____________________________________________________  16S
L e so th o _____________________________________________________  119
L ie ch te n ste in ________________________________________________  3. 165
L uxem burg __________________________________________________  5, 047
M exic o________________________________________   352. 084
Monaco _____________________________________________________  3. 618
N e th e rl a n d s_________________________________________________  51, 000
N et her la nd s Ant ill es  Publ ic ___________________________________  65, 000
New Zea la nd _________________________________________________  82, 198
N o rw a y _____________________________________________________  160, 045
O m a n _______________________________________________________  5, (MM>
P a n a m a _____________________________________________________  276, (MM)
P ara guay  ___________________________________________________  43. 300
P eru  ________________________________________________________ 140, 722
L ib y a ________________________________________________________ 100, 000

. P h il ip p in e s___________________________________________________ 1,727
*  R u m a n ia ____________________________________________________  37 ,460

So uth A fr ic a_________________________________________________  454
S p a in ________________________________________________________ 1, 236, 359
Sr i Lan ka  (C ey lo n) ________________________________________   600
Su rina m  _____________________________________________________  7, 500

* Sw eden ______________________________________________________ 26 ,09 0
Sw itz er la nd  _________________________________________________  97. 125
T ri n id ad /T o b ag o _____________________________________________  7. 800
T h a il a n d ____________________________________________________  536
T u rk e y _______________________________________________________ 12 ,11 4
Uni ted Kingd om ----------------------------------------------------------------------  1, 083, 911
Uru gu ay  _____________________________________________________ 13, 000
U .S .S .R ._____________________________________________________  43. 439
V enezuela ______________________________________________________  775. 000

24-904— 7: 5



Donor countries—Continued
Vietnam Republic_______________________________________  1, ixflYu gosla via --------------------------------------------------------------------  $9, 772Micellaneous con tributions________________________________ s94

Total assistance, donor  n ations__________________________ 10, 929, 223
Total assistance by Interna tional  Community______________ 14, 310, 078

U ni te d Sta te s, Oth er  D ono r, I nte rnati onal O rg an ization , an d R ec ip ie n t  
D is ast er  Contrib uti ons to P a k is ta n

1. U.S.  CONT RIBUTION

The response to the  disaster in Pakis tan  by the United Sta tes was rapid and effective and urge nt human needs were met in time. The United Sta tes  provided equipment and personnel to assi st in rescue  operations, medicines, and medical surveil lance personnel, fuel air lif t equipment and personnel, telecommunications personnel to assess damage, and fast-growing vegetable seeds. We also supplied pesticides, equipment, and personnel to protect over 400.000 acres  of flood-dam­aged rice from insect infestation. This emergency ass istance  cost approximately  $5 million in “Contingency” and “Support ing Assis tance” funds. The United States has also provided approxima tely $42 million in Public Law 480 com­modities, and an emergency loan of $18 million for agr icultural inpu ts to help Pak istan maximize produc tion on the rem aining undamaged acreage as well as replant some of the d evas tated  areas to w heat . Tota l U.S. Government assistance is now approximately  $65 million of which $23 million represen ts a borrowing from other accounts to be reimbursed from the present request.Additional assistance to be provided by the  United States, for which funding is requested, consists of the following:
Thousand*Construction of grain storage  fac iliti es___________________________  $4. 060Rehab ilitat ion of tubewells_____________________________________  2, OOORehabilita tion of primary, middle, and secondary schools____________  7.006Repair  of medical fac ilit ies_____________________________________  1.000Rebuilding community  wa ter  fac ilit ies___________________________  3. 000Restoration of irrigation works__________________________________ 10, 000Restoring roads, railways, and power____________________________  5, 000

Subtotal _______________________________________________  32,000
DEVELOPMENT LOANS (I N  THOUSAN DS OF DOLLARS) 

Commodity importa tion to increase agr iculture production, combatmalaria , and replace  machinery and equipm ent inve ntories_________  40, 000
Subtotal _______________________________________________  72.000Repayment of other accounts___________________________________  23. 000
Grand tota l___________________________________________  05, 000
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2.  OTHER BILATERA L DONOR CONTRIBUT IONS

Other donor countr ies have already contributed over $28 million, as follows:
M il lio ns

Arab Sta tes _____________________________________________________ $16. 0
Canada ________________________________________________________  3. 1
Sweden ________________________________________________________  1. 7
United Kingdom________________________________________________  2. 4
Peoples Republic of China________________________________________  1. 1
Other Countries 1_________________________________________________ 4. 2

Total  ____________________________________________________ $28. 5
1 I nc lu de s : A fg ha ni st an , A rg en tina , A ust ra li a,  Be lgi um , Den m ar k,  Egy pt , Fra nc e,  Fed ­

er al  Re pu bl ic  of  Ge rm any, Dem oc ra tic  Rep ub lic  of  German y,  Greec e, In do ne si a,  Ho ly See, 
Ir an , It al y , Ja pan , Ke ny a, D em oc ra tic  Rep ub lic  of Korea , L ie ch te ns te in , M al ay sia,  Ma ldives, 
M au ri tius,  N et he rl an ds , New  Zea land , Pol an d,  Ro man ia , Sin ga po re , Sp ain,  Sw itze rlan d,  
T ha ilan d, Tur ke y,  U.S .S.R.,  Y ug os lavia.

Addit ional  donor con tribu tions in supp ort of the rehabi lita tion effort  are  ex­
pected when the I.B.R.D. /U.N. Team has  completed its repor t.

3.  CONTRIBUT IONS OF INT ERNA TIO NA L ORGA NIZA TIONS

Recent year 
U.S. contr ibution 

Amount or assessment 
(thousands) (pec en t)

League of Inte rnation al Red Cross. 
United Nations System:

Secretary General's F u n d .. ..
UNDP........................................
UNICEF.....................................
World Food Program...............

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

2,300

1,270 32
1,000 34

335 33
1,686 44

3,291 ..........................

World Hea lth Organization has  also contributed but the  value of its contri­
bution has not been reported.

4. PA KIST AN  SE LF -H EL P MEA SURES TAKEN

Mobilization of construction equipment belonging to the  Army and othe r 
governmental  agencies in repairing the irrigat ion  canal  system.

Diversion of 120,000 tons of food wheat for plan ting of the  win ter cr op ; 
and expansion of this  crop from 15 to 16.7 million acres.

Allocation of $60 million equivalent for  inte rest- free  loans  to small far me rs;  
and an inte rest -free extension on the payment of outs tand ing debts.

Examination  of stocks of equ ipment and spare pa rts  in the  temporary res tor a­
tion of roads, railways, power, and telecommunications.

Allocation  of $20 million equivalent for low-cost housing and loans  to flood- 
affected homeowners.

Vaccination of 11 million people against  communicable diseases.
Temporary delay of $43 million in other budgeted development programs to 

finance most immediate recovery efforts.
Enactment of a special flood tax  expected to gene rate  $77 million  equivalen t 

add itional revenue.
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AVAILABILITY OF BARBED WIR E

Mr. Shriver. If  we take this to the floor we need this kind of 
information.

Tlow much is in this request for the African area ?
Mr. Williams. $40 million out of the $150 million.
Mr. S hriver. IIow much of that is for barbed wire? You told us 

about the importance of preventing overgrazing and th is sort of thing .
Mr. Williams. I t is a very good point. Of course, the control in the 

laws would be meaningless unless they do take measures for the longer 
term rehabilitat ion. I am not aware that  we have proposed to ship 
any barbed wire. There is some. I am told.

Mr. Shriver. Where could you get it ?
Mr. Hogan. Given the barbed-wire market there is today, it would 

be very difficult to get it in the United States. I know that it is diffi- *
cult.

Mr. S hriver. The Speaker has been having trouble locating it for 
his constituents.

PROCUREMENT IX  the united states

IIow much of this request will be spent in the United States? AID 
made certain statements in the past about percentages of the funds 
of foreign aid spent for purchases in this country. Put that  in the 
record.

Mr. Williams. All right. There would be some local costs.
[The information follows:]

Procurement

In Pak istan we estimate that  of the  $58 million proposed for loan financing 
$35 million will he spen t in the United  States. With in the  $37 million gra nt 
request sub stantial local costs will he required for  reconstruc tion of in fra­
structur e, and it is expected tha t $11 million will be spent in the United State s.

The $15 million  supplemental appropriat ion request for Nicaragua ear thquak e 
recons truction will he eligible for procuremen t througho ut the Western Hemi­
sphere (code 941). It  is impossible to precisely pred ict the amount which will 
he spent in the United States . However, because of the nature  of the activity  
which is local construction of housing, we will expect most of this amount 
will not he spent  in the  United States .

AID presently  estimates tha t roughly 25 percent of the funds will he si>ent 
in the United States. Approximately GO percent will he used for local costs and 
some 15 percent will involve third coun try expenditures, primarily , however, 
within West Africa.

Mr. Williams. The  majority of the funds would be spent in the 
United States, except for housing which costs are normally local.

PER SONNEL COSTS FOR AID SAHE L STA FF

Mr. Shriver. Give more details concerning the $500,000 requested 
for AID personnel support costs in Africa.

Mr. Williams. We will be pleased to do that.
[The information follows:]

Personnel Costs for AID Sahf.l Staff

AID is planning  to assign six full-tim e field personnel, one in each of the 
six Sahel count ries. In addition , we ant icip ate  requirements for short-term  
specia lists. Depending upon the na tur e of the program in each count ry, the
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personal grade  of field personnel  will vary from FSR-3  to FSR-5 who will he 
stat ioned at  posts where senior Al l) staff  is already assigned. In addit ion to 
sala ry, other personnel costs include an education  allowance, insurance,  ret ire ­
ment, post assignment trav el and tran spo rta tion, and housing. The average 
cost for each technician is estim ated  to he about $65,000. The remaining funds, 
$110,000, are budgeted for about 22 man-months of short-term consultant services.

Mr.  Shriver. Tha t i s all.
Th an k you.
Mr.  P assman. Dr. Long ?

INTEREST RATES ON HOUSING LOANS

Mr. Long. Th an k you.
1 th in k Mr. Roy bal  has  posed a series of  pe ne tra tin g and  serio us 

(piestions. I don't  th ink th at  you answered them. I th in k th at  you 
evaded them .

Mr. W illiams. It  was not  my in ten tion, si r.
Mr. Long. I  have  seen the  same th in g th at  he did , an d in Vene zuela  

the  ye ar  before  las t I went to a hou sing projec t. Th is was a pro jec t 
of  the Inter -A me ric an  Developmen t Bank.  The In ter -A mer ica n De­
velo pme nt Bank loaned Venezula the  money at low in terest rates. The  
ren ts th ese people were pay ing because of the  hi gh  in terest rat e im plicit  
in the  ren ts was so hig h, that  qui te a few of  the  ap ar tm en ts were 
vac ant . And th is happene d in a cou ntry where hil lsid es are  dotted 
wi th people liv ing  in squ alo r, as any  tour is t th at  goes to these  coun­
tri es  can see. Most of  these peop le liv ing  in these apar tm en ts were not 
rea lly  poo r people. Nobody seemed to have  an intere st in prov idi ng  
hou sing fo r the  poo res t people. I would guess by the sta nd ards  of 
those coun tries, the  occ upant s o f the se ap ar tm en ts were fa ir ly  substa n­
tia l people. They were people  holding  governm ent jobs  and  so on 
and were not the  rea lly  poo r people whom we th ink we are helpin g.

I would like to know why it is you don't  pass  on thes e very low 
intere st rate s to the  people th at  you are tryin g to help so th at  the  
very  poo r people can be he lpe d: th at  is, take the  21/9 percen t in ter es t 
rat e average  fo r the  year,  add 1^2 perce nt or  2 percen t to t hat  an d m ake 
it 4 or  -U/k percen t and  base your  ren ts on th at  so th at  the  very poo r 
peop le can be helped. W hy  don't  you insist on th at  ?

Mr. W illiams. I n  the case of  Ma nag ua, wh at we have said  is th at  
thi s ha s not been worked out  yet.

Mr. Long. A re you going  to insi st on th at ? Can  von give th is com­
mittee  abso lute assurance  th at  th at  is what you will do so th at  I  can 
supp or t it?  I will not su pp or t it like Con gressm an Royba l, unles s you 
tell us absolut ely th at  what you are  go ing  to do is pass on the  low 
conc essionary rate s to these p oor people.

Mr. W illiams. This is  what we are goin g to do, at tempt  to do.
Mr. Long. Wai t a min ute . A ttemp t ?
Mr. W illiams. Obv iously it tak es the  a gre ement  o f t he  gove rnm ent .
Mr.  Long. You have  the  money .
Mr. W illiams. I have said to you  th at we wou ld sub mit exa ctly  

how we would  proceed fo r your  insp ection before  you vote  on thi s. I f  
the  de tai ls are not fu lly  worked  out it is no t because I  am seeking to 
lie evasive. I will  make thi s a vai lab le to you so th at  you can see how we 
will proceed.
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Mr. Long. You cannot tell us righ t now th at  thi s is exa ctly  what 
you propose to do?  What is so difficult about th is pro posit ion ? We 
are giv ing  very low inte res t rate s, fa r lower th an  anybod y in the 
Un ited State s can  borro w with the finest credit  there  is. Peo ple  can­
no t bor row  at  8 perc ent.  I f  the y got it, the y br ag  to  th ei r frie nds. 
My da ug hter  ju st  bought  a home at 8V2 percen t intere st.  You  are 
giv ing  these peop le th is money and the y are  going to tu rn  aro und 
and-----

[Discuss ion off th e record .]
Mr. L ong. Mr. Ch airma n, th at  is true . T he  in ter es t r ate  is go ing  to be 

anywhere  fro m 12 to  20 percent in L at in  Amer ica.  We are not question­
ing  th at  you can get it. What we are  quest ion ing  is why  the  Fe de ral  
taxp ay er  in the Un ite d State s sho uld  be ma kin g th is sacrifice so th at  
21A perc ent  int ere st loans  sho uld  go to these countri es when you let 
them  tu rn  aro und and  cha rge  those very hig h curre nt intere st rates 
I here. Why don ’t you give poo r peop le the  very  low rat es th at  the  
country  is pa ying  the  Un ite d State s on your loans,  an intere st rate 
which  rep resent s the  cost of do ing  bus iness? Why can’t you do t hat  o r 
cha rge  an  intere st rat e to the country  o f at  l east the  cost to the  U ni ted  
State s o f borrow ing  money.

Mr K letne. Th ere  are two problems being add ressed at the  same 
time.  One is the  hou sing requirement  for the  people  th at  we are ta lk ­
ing  about. On the  o ther han d, we are ta lk in g abo ut a d eve lop ing  co un­
try th at  does n ot have the means ava ilable  to it to provide the  cap ita l 
needs  and mus t bor row  abroad . Th e problem  for th at  coun trv  is to 
seek the  capit al abroa d at the most concess ional rat e ava ilab le. We 
lend  to the  government. The pro iec t receives  the  money throug h 
the  government and the pric e at  which the  money is made ava ilab le 
to the  pro jec t depend s on the  pro jec t. Sometimes the re is a res idual, 
a difference, a gap. wha t we call a two-ste p loan.  The difference is 
made  ava ilab le to the  governm ent  fo r deve lopm ent pro jec ts as agre ed 
to bv both  governm ents .

Mr. T-oxo. Yon are  not a nswe rin '’-mv question.
Mr. K letne. Com ing to the  specifics, our objec tive in th is  pro jec t 

will 1 >e to tr v  to got to P’e Pur cha se’’ the  ”’ost b°nefie : al ra te  given 
fhe circums tances. We will l>e analy zin g th is to come to oui conclu­
sions. We will make them  k now n to you and  exp lain  exa ctly  why we 
are.  where we a re, a nd ----- ■

Air. Long. You are  going *0 «nal” ze it? A’ou cannot  insis t on it 
when the  money is made ava ilab le?  Ca n’t von say th at  these  are  the 
terms  on which the  $15 million wi ’l he g iven ?

Mr. W illiam s. T take your  point and  we will follow th is up. T will 
get it to  von and Congressman R oyb al.

Air. P assman. Wo uld  the  g entleman yield ?
Ou r aid is eit he r grant, aid or  if is a concession-type aid.  You do 

have a d iffe ren t finan cial  str uc ture  in these  La tin  American  countri es 
than  in the  Un ite d Sta tes.  Th ere  are lit eral ly  tho usa nds of smal l 
sav ings and  loan associations here . T am not arg uing  th at  the  
rat e the y cha rge  is correct, but  the re has ahvavs been a dif ferent  rat e 
of  interest. T don’t know if  we wan t to go into  a cou ntry where you 
have 10.000 homes  financed at 14 percen t and  finance some at only  
6 perc ent.
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You have a lot of thinking  to do before you commit yourself. It 
may be bet ter not to provide any money for the housing if you are 
going to upset the regula r operation. I don't know what the answer is.

Mr. Ciiappell. On tha t point, does that bring up the point that it is 
ridiculous to loan at 4 percent ? Say we will lend to you what we have 
to pay for our money.

Mr. Passman. I am for that, and always have been.
Mr. Chappell. If  we have to pay 6 percent in the issuance of our 

bonds, why should we go out and borrow a t 6 or 7 percent and limit it 
to 2 or 3 ? I agree with the gentleman, it does not make sense.

Mr. Passman. You do have a  problem now because you are going 
into the market where the prevailing interest ra te for many years has 
been from 4 to 6 percent higher than  the prevailing interest rates in 

* the United States. You cannot change that.  You cannot have housing
in one p art of town financed at 14 percent and housing in some other 
pa rt of town for 8 percent.

Mr. Roybal lias a good point. I support him. But  it is a question of 
< whether you can work out an arrangement so that there  is a 2-standard

system of financing.
Mr. Roybal. Mr. Chairman, the difference between other Latin 

American countries and Nicaragua is quite plain. They just had a na­
tional disaster. It is because of th is national d isaster th at AID  should 
enter into a program where you can dictate the terms. Unless you do 
that , this humani tarian  approach that you are talking about is nothing 
but. words.

Mr. P assman. I agree with that .
Mr. W illiams. I appreciate your point, and we will get the answer. 

I am sorry that we don't have it today.
Mr. P assman. Gentlemen, any other questions?
Mr. Miller. Tf the national housing bank that you speak of accepted 

the money at the going rate, would they still be able to loan out at the 
prevailing rate for  new homes?

Mr. K leine. Probably not. Again, this would have to be examined 
in the process of the loan review. There is some expense tha t the Hous­
ing Bank has to shoulder in order to plan and administer the loan, 
make the collections, and there are not only loans involved but com­
munity services, facilities that must be made available for these houses, 
which are not income producing. Therefore, those who are paying 
money on the mortgages, they will have to provide some retu rn to the 
bank for the outlays for the facilities as well as the houses.

Mr. Miller. Let’s assume a prevailing rate in this country, of 8 per­
cent. They would in turn charge 14 percent making a 6-percent d iffer­
ential to cover many of the expenses. They would have to pay more for 
that money as the chairman stated, in the ir own country. If  you loan 

*5 it to them at a lower rate, why could they still not loan this money
out again to the buyer of the proper ty for the prevailing rate of, say, 
13 or 14 percent? It makes sense to me that  they still would be able 
to at least pay expenses.

Mr. K leine. I agree with your point. Exac tly how th is will work 
out. it is too early for me to say. We have not yet arr ived in the course 
of these discussions, not yet negotiations—we don’t have the funds. Tt



is difficult to  proceed with de tai ls un til  we have  assurance  th at  the  
fun ds may  become avai lable.

[Th e inf orma tio n follows :]
I nforma tion  on th e  P roposed Low-Cost H ou sing Project for Managua

Tlie proposed AID loan is intended to finance approximately  10,000 low-cost 
housing uni ts in five residentia l areas in the  southeast area of Managua. Houses 
will lie provided at a tota l cost rang ing from approximately $1,000 per uni t to 
$3,500 jier un it for families with incomes from approximately $30 to $140 per 
month. We expect th at  3,500 houses—a thi rd of the projec t—will be a t the mini­
mum $1,000 level. Another 2.500 houses are  planned  to be bu ilt at  between $1,800 
and $1,000. Some 2,000 homes are projected for the  $2,500 price level and a final 
2,000 homes should sell at approximately $3,500. The projec t will be con centrated 
on upgrading and making into perm anent residences the  temp orary shel ters  
constructed in the wake of the disa strous ear thquak e in December 1072.

AID anticipa tes that  the Nicaraguan National Housing I*,auk will be the 
borrower and execu ting agency. The loan will be guaranteed by the Government  
of Nicaragua and will carr y repayment term s of 40 years, 10 years  grace with 
2-percent interes t during  the grace period and 3 percent ther eaft er. A firm formula 
for home financing is  st ill being developed as -part of the ongoing project analysis. 
However, it is clear that  terms will be considerably  bet ter for the home buyers 
tha n the marke t te rms now p revai ling in Managua. AID expects that  the inte res t 
rat e will range from 5 percent for the lowest cost homes to 8 percent for the 
highest cost homes. It  is expected that  the subloans  will be repaid over a 20-to- 
25 year  period. These terms, even at  tlie highest inte rest  rate level being con­
sidered. represent substan tial  savings to the home buyers as the cur ren t market 
terms  in Managua provide for a maximum 15 yea r mortgage loan at  13 percent 
I»er annum, plus a 4-percent commission. These market terms are  beyond the means 
of the low-income families who are  the inten ded beneficiaries of the project. 
Moreover, even at  such high terms, mortgage money is genera lly not available 
for such families.

The difference between the terms of the AID loan and those of subloans for 
home buyers will be allocated in the following manner. AlD’s prel iminary  analysis 
indicates that  the National Housing Bank  will require at leas t 2 percent to cover 
the necessary adm inis trat ive and operating costs of tlie projec t. In pursuing 
project  analysis  and negotiations, AID will a ttem pt to keep these costs within the 
2-percent range. It  must be noted, however, that  considerable efforts will be 
required of the  executing agency in adm inis tering this  project which will have 
more people than live in any city in Nica ragua outside  of Managua. Concerning 
a rela ted mat ter,  it should also be noted that  analysis of the iwitential default  
rate on subloans has  not been completed. Consideration is also being given to the 
use of 1 percent dur ing  the grace period of tlie AID loan, to crea te a social and 
community development fund for financing community services for the residen ts. 
The balance  of the  difference will be used for two purposes (the  amounts and 
specifics are  yet to be determ ined) : Fi rs t to replenish and expand a revolving 
fund to be established under the loan which will finance self-helping  improve­
ments for project home buyers and second, to provide a perm anen t source of 
financing of addit iona l investments in  housing in the same pr ice range  as provided 
for under the proposed loan. The demand for low-cost housing bears out the 
importance of gene rating additional financing in this manner . A recent study  
in Managua indicated tha t even with  the proposed AID-financed housing projects , 
supply is expected to be just  one-thi rd of presently estimated demand for low- income housing.

In summary, the concessional AID loan to be guaranteed by the Government 
of Nicaragua will make possible construct ion and sale of up to 10000 homes 
for low-income familie s on terms they can afford to carry . They are thus being 
given an opportuni ty to buy and  own homes t ha t they would not otherwise have. 
Furtherm ore,  the loan as presently designed will genera te addit ional  capita l 
with which the National Housing Bank will be able to finance needed low-cost 
housing  uni ts for more low-income families on a con tinuing basis.

[Discuss ion oft' tlie record .]
Mr.  S hriver. Does th is housing  down the re have  to be gov ernment 

to government ? You are ta lk ing abou t ou r Governme nt to thei r Gov­
ern me nt,  are you not  ?
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Mr. Kleine. Yes, sir.
Mr. Shriver. Will the ir Government make money on th at i 
Mr. K leine. The National Housing Bank will be the agent lor the 

Government to carry out this  loan. Whatever risks there are in the loan 
will have to be borne by the  National Housing Bank, with whatever 
reserves it may have and with the guarantees of the Government of 
Nicaragua. It  will have to have set-asides for bad collections. It will 
have to have set-asides for-----

Mr. Shriver. Why don't we work with some humanitarian organiza­
tion down there ?

Mr. K leine. There is no organization large enough to undertake a 
project of this  sort. We are talking about 10,000 homes, 60,000 people. 
It would be larger than any other city outside of Managua. There is no 

#  organization that can approach the problem of dealing with this
need. The National Housing Bank of Nicaragua happens to be in 
place, happens to have the experience with the housing guarantee 
programs and it is the only institution with which tha t country can 

w possibly approach this problem.
Mr. Chappell. Mr. Chairman.

MEMORANDUM ON PAKISTAN DISASTER

Mr. Williams, I note on page 6, flood disaster aid to Pakistan, you 
mentioned a detailed memorandum that  Pakistan provided IBRD, 
United Nations organization, detailing  losses and damages. Can we 
get a copy of that  for the record ? I)o von have it with you ?

Mr. Williams. We have summarized the data  in the statement as to 
the losses on the crops, but we will be pleased to put it in the record.

Mr. Chappell. I s it big and thick ?
Mr. W illiams. We will be pleased to put it in the record.
Mr. Chappell. I would like to have a copy in the record, or a copy 

to me.
[The information was supplied to the committee.]

REHABILITA TION COST ESTIMATES

Mr. Chappell. The next question is already testified to. The Agency 
will put in the record the  total losses and damages sustained by these 
various countries, and a definition of the  total amount of money nec­
essary to rehabilitate. Is that correc t7 Do you have an inventory on 
exactly what it is going to take totally to do the things tha t you want 

< to do in these countries? I am talking about the overall to tal.
Mr. "Williams. There are estimates, as clear as they  exist. We will 

make them available.
Mr. Chappell. Do you have those figures now ?

5 Mr. W illiams. For example, the estimate for the reconstruction of
Managua is at $500 million. The total city, whole c ity was destroyed.

Mr. Chappell. What you are doing, furnish  for the record, using 
that  as an example of the total contribution  which is go ing to be made 
bv everybody.

Mr. W illiams. Inso far as we know this , yes. When you deal with 
the future you have to be somewhat imnrecise.

Mr. Chappell. You have the facts, don't you?
Mr. Williams. Some are facts and some will be in the future.



Mr. Chappell. You know what the facts are ?
Mr. Williams. Yes,indeed.
Mr. Chappell. Put that in the record.
Mr. Williams. The estimate of costs is an estimate. The $500 mil­lion might turn  out to be $600 million before they rebuild the city,[The information follows:]

E stimated  Costs of Saiiei. R ecovery P rogram

It  is dif ficu lt to quan ti fy  th e to ta l doll ar  va lu e of th e los ses  an d da mag es  su st ai ne d by th e pe op les  of  th e six  Sa he l co un tr ie s.  Th e 197 2-7 3 dr ou gh t, es tim ated  to  he th e w or st  in  a ce ntur y,  w as  th e  fif th  to si xt h year of  below no rm al  ra in fa ll  fo r mo st co un tr ie s in th e  reg ion . The  ra in  duri ng th e pa st  ha rv es t ha s ag ai n bee n below no rm al,  ba sed on a 30 -yea r av erag e.  The  im na ct  on th e tw o m aj or  are as of  agri cu ltura l pr od uc tio n an d liv es tock  is th er ef or e cu mulat ive.  The  mo st re ce nt  as se ssmen t is  th a t th er e wi ll be a g ra in s sh ort fa ll  of  550,000 to  700,000 m et ri c tons  an d th a t 30 pe rc en t of  th e to ta l liv es tock  po pu la tio n ha s been de st roye d.  Th e nutr it io nal  im pa ct  of  th e los s of fish prot ein cannot , lie qu an tif ied al th ou gh  it  is ag reed  th a t th e dr yin g up  of  li ver s an d lake s will  ha ve  a se riou s im pa ct . It  is  es tim at ed  th a t som e 2 mi llio n peo ple—o ut  of 25 mi llion—h av e been le ft  comp let ely  des ti tu te . Alth ou gh  wides pr ea d st ar vat io n  w as  av er te d,  man y peo ple , part ic ula rly  th os e in remote no ma dic co mmun ities , died  of h un ge r a nd  d ise ase.
At th e Ou ag ad ou go u co nferen ce  in Se ptem be r, th e  re pr es en ta tives  of  the af fecte d co un tr ie s ag reed  to top  pr io ri ty  pro je ct s re quir in g  ab ou t $900 mi llio n. Thi s am ou nt  is es tim at ed  to  cover th e pro je ct ed  em erge nc y food  an d re la te d ne ed s re qu ired  to su st ai n li fe ; th e na tion al  recove ry  pro gr am s aim ed  a t stop ping  th e en vi ro nm en ta l degra dati on ; an d th e region al  or su br eg iona l deve lopm en t pr oj ec ts  desig ned Io re ve rse th e im ba lanc e now  ex is ting be tw een th e ca pa ci ty  of  th e la nd  to su st ain  pr od uc tio n an d th e de m an ds  be ing placed  upon  th e en vi ro nm en t.

Damages Caus ed by th e E ar th qu ak e in  N icaragua

Th e es tim at e of  ap pr oxi m at el y $500 mi llion  used  by AID  fo r th e re co ns truc ­tio n of  p ub lic  se rv ice s, hous ing,  an d in fr a st ru c tu re  is ba sed on a stud y comp leted  in Ja nuary  1073 by C en tral  Am erican  In s ti tu te  fo r Bus ines s Adm in is trat io n (I N C A E).  Th e In s ti tu te  es tim at es  th e losses  as fo llow s:

»■

|ln  millio ns of dollars l

Bui ldings

Equipment
and

furn itu re Inventories Total

Government................
Hou sin g. ....................
Infrastructure____ _________

................................ 22.5
312.3

........ ....................... 101.4

9. 0
50.0
30.8

1.0
2.1
5.8

32.5
364.4
138.0

To tal____ ____ _______ ................................ 436.2 89.8 8.9 534.9

I*
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R eh a bil it a tio n  an d D am ag e E stim a tes  in  P a k is ta n  as  a R es ult  of F lood 
D isas te r an d Steps  T a ken  by P a k is ta n  an d  Oth er  D onors

The estimate of costs is an estim ate. The $500 million might turn out to he
$000 million before they rebu ilt the  city. The best ava ilab le est imate  of physica l 
damage and various kinds of loss caused by the floods in Pakis tan  in the 
summer of 1073 is  $750 million d ollars. The largest pa rt  of  th is loss occurred to:
3 main agr icultural crops: Mill ions

Cot ton (000,000 ba le s)_____________________________________________  $140
Rice (300,000 to ns )__________________________________________  110
Wheat in s torage (650,000 tons )------------------------------------------------- lo0

400
Other Agricultural  Crops (sugarcane, fodder, corn, et c. )---------------------- 75
Farm implements________________________________________________  1

# Agricultu ral losses_________________________________________  470
The Government  will incur approximately  $127 million of ex tra  expenditu res 

for rehabi lita tion  and  reconstruct ion, increased wheat and oil subsidies to feed 
llood victims. Within the $127 million, estimates of the  cost of reconstructing  
irr iga tion works, railw ays, roads, telecommunications, schools, and  community 
buildings range from $45 to $60 million. These estimates are  still  being refined.

In addit ion, the Government of Pakis tan  estimates that  some $147 million 
equivale nt of revenue were lost (e.g., export duties on cotton and  rice, provincial  
government revenues, railw ay and telecommunications  rev enue s).

The Government of Pakis tan  has init iate d the following self-help  measures:
Mobilization of cons truction equipment belonging to the army  and othe r gov­

ernm enta l agencies in r epa iring the ir rigatio n canal system.
Division of 120,000 tons of food whea t for planting of the  win ter crops and 

expansion of this crop from 15 million to 16.7 million acres.
Allocation of $60 million equivalent for inte rest -free loans to small fa rm er s; 

and an interes t-fre e ex tension on th e payment of outstanding debts.
Examination  of stocks of equipment and spare pa rts  in the temporary  res tora­

tion of roads, railways, imwer, and  telecommunications.
Allocation of $20 million equivalent  for low-cost housing and  loans to flood- 

affected homeowners.
Vaccination of 11 million people ag ainst communicable diseases.
Temporary delay of $43 million in other budgeted development programs to 

finance most immedia te recovery efforts.
Enac tmen t of a special flood tax  expected to generate $77 million equivalent  

add itional revenue.
The response to the disaster by the  United States was  rapid and effective and 

urgent human needs were met in time. The United States provided equipment 
and personnel to assist in rescue opera tions, medicines and medical surveillance 
jiersonnel, fuel air lif t equipment and  personnel, telecommunications personnel 
to assess  damage, and fast-growing vegetable seeds. We also supplied  pestcidies , 
equipment, and personnel to protect  over 400,000 acres  of flood-damaged rice from 
insect  infes tation. This emergency assis tance has  cost approxim ately  $5 million 
in contingency and supporting assistance funds. The United Sta tes  has also pro- 

& vided approximately $42 million in Public Law 480 commodities, and an emer-



geuey loan of .$18 million for agr icu ltural  inpu ts to help Pak istan maximize pro­duction on the remaining  undamaged acreage as well as replant  some of the de­vasta ted areas to win at.  Total  L'.S. Government assistance is now approxim ately  $65 million.
Other donor coun tries  have contributed over .$34 million, and a cont ribution of ,$30 million is expected from IDA. The contribu tions  alrea dy received include $16 million from the Arab Sta tes ; $3.1 million from Can ada ; $1.7 million from Sweden; $2.4 million from the United Kingdom; $1.1 million from the People's Republic of China ; and $4.2 million from o ther  donors. The United Nations system has contr ibuted $3.3 million and the Intern ational Red Cross $2.3 million. Othe r donors are  expec ted to make fur the r contrib utions when the IBRD  U.N. team has completed its  report.

EVALUATION O F  COST EST IMA TES

Mr. Chappell. Who made tha t e stim ate  ( D id the country i tse lf make 
it ?

Mr. W illiams. Yes, sir. One of  thei r admi nis tra tiv e gro ups wo rk­
ing  on th at  made  the  estimate in terms  o f the  det ail s of the  dam age  
and  what  it  would cos t to replace it .

Mr. Chappell . W ha t procedu re did  you use to assess th ei r accuracy  ?
Mr. W illiams. Looked over the  estimates. It  seemed to be reason ­

able as fa r as we could tell.
Mr. C happell. Any on -the-g rou nd inspec tion ?
Mr. W illia ms. Yes, indeed. I went down the re twice an d looked at 

the ground .
Mr. Passman. Wou ld you yield ?
Wh en you ta lk  about $500 mil lion  damage , i t does not mean we hav e 

any  responsibili ty to  p ay the  whole thing . I t could  be th at  a lar ge  p er ­
centage of  th e dam age  would be to  p rope rty  o f people who ha d ple nty  
of assets an d could absorb th at ?

Mr. W illiams. We are not  p rop osi ng------
Mr. P assman. I d id n' t sav  that.
Mr. W illiams. Th at  is true.
Mr.  P assman. Much of  the prop er ty  dest roy ed was pr op er ty  o f v ery  

wea lthy  ind ivi du als  who could  rec onstruc t the pr io r holdings ou t of 
savings?

Mr. W illiams. Th at  is true .
Mr. P assman. Tha nk  you.
Mr.  W illia ms. Most of  the cos ts wi ll be borne by the co un try  its elf.

MU LT IIA TE RA L AND OTH ER DONOR CON TRIBUTIONS

Mr. Chappell. M r. Chairma n, what I am intere sted in is the  tota l 
figure. breakdo wn along the lines th at  you are  ta lk ing about. I would 
like  the gen tlem an who made  the  inqu iry  liefore , to make ava ilab le 
specific deta ils  of t he  con trib utions the U .N.  is going to  make . We know 
wha t we are co ntr ibuti ng  to the  U .N. for  t hat very  purpose, too. Then 
T th ink  we need to  know what the  othe r in ter na tio na l o rga niz ations are 
goi ng to do, w hat  o ur  co ntr ibu tions are  al rea dy , and wh at oth er donor  
cou ntr ies  are  go ing  to do un ila ter all y.  That  inf orma tio n is ava ilab le, 
isn 't it ?

Mr. W illia ms. Some of it is an d some wil l be estimates.  W e will pro­
vide it to the best o f ou r ability.

Mr. Chappell . Than k you.
[The  in for ma tio n was previous ly p rov ided.]
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EXECUTIVE SESSION NECESSARY

Mr. P assman. Gen tlem en, we shal l conside r th is aft ern oon the  
budget request fo r em ergency ass istance  to  Israe l as well as C ambodia . 
It is my un de rst an din g th at  much  of the  inf orma tio n we shal l discuss 
is classified . Pe rhap s it would  be more  adv ant age ous if  we met in 
executive  session. Is th at  your  unde rst an din g, Mr.  Rush?

Mr. Rush. Yes, sir.
Mr. P assman. T th ink we would be able to have  a more  meani ngful  

exa minat ion  of  the reques t if we met in an executive  session.
Mr. Long. May  we have  a discussion on that , Mr. Ch air ma n?
Mi-. P assman. Surely.
Mr. Long. I used to believe th at  we received  secret and classif ied in­

form ati on  when  I first  was in Congress. I t  did  not take me long  to 
lea rn th at some of the choice tid bi ts  I had got ten had alr eadv  been 
in Tim e M agazine for a week. I hat e to hold s ometh ing  like  th is,  have 
it. in  a so-ca lled executive session , go out of  here fee ling I c annot ta lk  
abo ut anything , and yet  rea lize  th at  all  th is inf orma tio n is really 
in the publ ic domain.

Mr . P assman. I sha re the  gentl em an’s concern th at  many times in 
the  pa st  we have  had  executive sessions and the  inf orma tio n received 
is pr in ted in the paper s the  next  day . It  follows th at  each Member 
is responsible  to  his own conscience. Rut  I  hav e been to ld th e testi ­
mony tod ay  involves a lot of  ve ry sens itive  and classified  inform ation. 
Knowing  t hat  the committ ee is c leared  fo r securi ty, I  th in k we could 
have, a more meani ngful  exam ina tion if  we h ad  an executive session. 
I bel ieve, Mr. Rush , you ag ree d tha t w as the si tua tio n ?

Mr. Rus h. Yes.
Mr. P assman. Tt was  st rict ly  on th at  bas is tha t I have  ask ed the  com­

mit tee wh eth er the y would  con sider ha vin g the  heari ngs in execu tive 
session r athe r th an  open t o the public .

Mr. Rous ii. I obiect to go ing ------
Mr. P assman. I f  you obje ct, we will  have a vote on the ma tte r.
Mr. Roustt. T do but T w an t to ex press myself.
Mr. P assman. Please proceed.
Mr. Rous ii. Ther e is a gr ea t deal of inte res t in th is  ma tte r. It  is an 

intere st which has  been expressed in the  news med ia, an intere st 
expressed bv people in t hi s room,  and people a ll over  th e cou ntry. Mr. 
Ch airma n, it seems to me we c ould quite rea dily div ide  th is hear ing;  
and  those po rtions which  are  alr eady  pub lic know ledge and  of  great 
pub lic int ere st could be held  in open  session, and  fo r those ma tte rs 
which are  classif ied we can hold those fo r executive  session.

I ind ica ted  the same th ou gh t Mr. Lo ng  h as expressed once before. 
T said next  tim e aro und I  would reconsider. For th at  reason, Mr. 
Ch airma n, I shal l strenu ously  vote again st ho lding  thi s session  in 
executive session.

Mr.  Conte. May we ask the  witnesses wheth er the y feel the y can 
make  a pre sen tat ion  here toda y witho ut divu lgi ng  an y secret  in form a­
tion. or  inf orm ation  which would in jur e ou r n ationa l securi ty?

Mr. Rus h. We will be very plea sed  to  accom modate ourselves to 
the wishes  of  the commit tee. Of course,  in open session I  wi ll not reveal 
any secret inform ation . We can submit  it  in some o the r form.  We would 
be pleased to go  any way you wish.
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Mr.  L ong. Alon g the  lines o f t he  question  from the  gent lem an from 
Massac husetts , would you agree th at  it would be po ssib le to hold  some 
portions o f this , as Mr. Roush has  sug gested, in open  hea rin g a nd  then 
those p ar ts  which you feel are  clas sified or  secre t we could then pre sen t 
in a session held af te r c lea rin g the room ?

Mr. R ush. Th at  could be done.
Mr. P assman. The witnesses fel t th at  since we were deali ng  with 

sensitive and classif ied mate ria l we would have  a more me aning ful  
he ari ng  if  we could conduct the h earin gs  in executive  session. I believe, 
Air. R ush , you answered in th e af firmative  ?

Mr. Rus h. Yes.
Mr. P assman. I am not tryi ng  to force the  issue but  I certa inly 

believe  th at pe rha ps  we cou ld have  more  me aning ful  heari ngs if  we 
held  these sessions in executive  session.

Mr. Yates. Mr. Ch air ma n, if  I may  make  a s tatem ent. I would  like 
to sta te for the  reco rd, as my colleagues  have done , it has been the 
pra ctice  of  the  fu ll App ro pr ia tio ns  Com mitt ee to  pass upon the ques­
tion  as to  whether or  not its heari ngs and its  consider ation should 
be he ard  in  executive or open sessions.

On each  of those motions in the full  commit tee I voted fo r open  
he ar ings  and  again st clos ing them to the pub lic. I voted for closed 
heari ngs yes terday  when the  De pa rtm en t of Defense  Ap prop ria tio ns  
Bill  was considered. T he reas on I voted fo r closed  he ari ng s was because 
I thou gh t sens itive  matter s migh t be considered.  I have the  same 
fee ling tod ay, th at  sensitiv e mat ters  will be considered.  I f  a vote is 
taken T will vote to  close the  hearin gs.

Mr. Rousii. I  vo ted th at  ye ste rda y because we were s it ting  as a gro up  
discus sing what amoun ts to a marku p of the  bill.  Th e Sen ate  held its 
hear ings  and the y were open.  I don't  know why  the House  should  be 
so exc lusive on thi s mat te r and close thi s t o th e public.

Mr. Long. I would like  to raise a question wi th the cha irm an.  
Could he pu t the  vote first  on the  question of wh eth er the  committ ee 
would app rov e ha vin g a div ide d he ar ing in which the  f irst pa rt would 
be open and then the  r est classi fied and  then  have a vote on t ha t before 
the  m ain  quest ion?

Mr. P assman. M r. Sh riv er  has a motion. A fter  we have completed 
the  executive session. I am pe rfe ctl y wi lling  to sta y in session all nigh t 
un til  every member is com pletely  satisf ied. We are con sidering  some­
th in g of  trem endous  importance  and  I th in k we sho uld  proceed as 
rapidly as possible . You know we will cover a lot of  sensitiv e items.

[N ote.—The m eet ing  was held in executive  session.]
Air. P assman. W e are  now in executive  session fo r con sidera tion of 

the  budget amendm ent fo r Israel  and  Cam bod ia. We  have many di s­
tin gu ish ed  witnesses th is aft ern oon, headed  bv Ho n. Ke nneth  Rus h, 
Deputy Secre tar y of  St at e:  Adm. Thomas IT. Aloorer, U.S . Nav y, 
Ch airm an  of  the  Joi nt  C hie fs of S ta ff ; lio n . W ill iam P . C lements . J r. , 
the  D eputy  Secre tary of  Defense;  Hon. Robert C. H il l, As sis tan t Sec­
re ta ry  of Defense ( In te rn at iona l Security A ff air s) ; an d othe r su p­
po rti ng  witnesses. The ir  nam es will  ap pe ar  in the  reco rd.

Mi\  Ru sh and  Mr. Clemen ts, I assume you hav e sta tem ents for the  
record.
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G ener al  S ta te m en t of  K en net h  R u s h , D epu ty  S ecr eta ry of  S tate

Mr. Rush. Mr. Chairman, members of the committee, thank you very much for asking me to testify today on the administration’s re­quest for emergency assistance for Israel and Cambodia. This legisla­tion is made necessary by the threa t to our interests arising out of the continuing conflicts in the Middle East and Southeast Asia.In the Middle Eas t, I am glad to report  that the cease-fire we helped bring about October 22 is now more firmly rooted as a result of Secre­tary Kissinger’s efforts last week. Nevertheless, the hostilities, though relatively short in duration,  were both tough and costly. In spite of the cease-fire, Syria and Egypt are refitting their  forces with large infusions of Soviet military  equipment. Israel suffered major losses in its inventory of equipment as a result of the hard fighting and will need to replace them. Hopefully, our diplomatic efforts will help pre­clude another round of fighting. The nature  of the military context in which these diplomatic efforts go forward is crucial. There must be no doubt in anyone’s mind of our resolve to replace Israeli losses and to provide such additional equipment to Israel as is necessary to maintain the mili tary balance in the Middle East.
In Cambodia, in spite of the Pari s agreements and unilateral offers of a cease-fire by the Cambodian Government, the insurgents, most of them Communists, continue to seek to topple the Khmer Republic. And, in spite of the Pari s agreements, these insurgents are supplied, trained  and directed by the North Vietnamese Government.Gentlemen, there will be no chance for a generation of peace if some nations believe—and act on the belief—that their  national  inter ­ests are better served on the battlefield than at the conference table. We must create a situation in which the milita ry option, both in the Middle East and Southeast Asia, loses its attractiveness. It is for this reason th at the administrat ion is requesting an additional $2.4 billion for security assistance to aid Israel and Cambodia. This legislation, if enacted, would provide firm evidence of American support and of our willingness to contribute to an environment in which negotiations leading to a lasting peace can take place.
Since October 6, Is rael has purchased nearly $1 billion in milita ry equipment from the United States. The items purchased include con­ventional munitions, air-to-ai r and air-to-ground missiles, artille ry, crew-served and individual weapons, and a standard range of vital air ­craft. ordinance. In addition, Israel has bought replacements for tanks, aircraft, radios, and vehicles and will need additional equipment in the months ahead.
It is unclear at this time what the total Israel i requirement will be and what impact future purchases will have on Israel’s economy. Israe l’s foreign exchange position at the outbreak of hostilities was strong; and, Israel is able to raise considerable funds from private  sources. Thus far, Israel has used both cash and credit to make its military  equipment purchases. But the financial demands on Israel have been, and are, heavy. I t is for this reason that the President has asked for authority to provide assistance to Israel on a grant basis as well as through  the provision of foreign military sales credits. I can assure the committee tha t the $2.2 billion request in the form of a mix of foreign mil itary sales credits and grant  military  assistance rep-



79

resents our best estimate of the amount needed to replace Israeli losses 
and maintain the milita ry balance in the Middle East. If  the total 
requirement is less than $2.2 billion, we will report this  fact to the 
Congress.

In this connection. I wish to point out that  since the outbreak of war 
on October 6, the Soviet Union launched a massive resupply effort—by 
both sea and air—to replenish the depleted inventories of Egypt, Syria, 
and Iraq.  We do not know what the terms of these arrangements are, 
but we see no sign that the question of repayment terms is in any way 
holding up the present flow of Soviet weaponry to the area. We wish 
to be no different.

Our request for these emergency appropriations for Israel falls 
within the broad framework of our policy objectives in the Middle 
East. Our basic goal is a fundamental peace settlement in which all 

4 the states in the area will be secure from the recurrent threat of war.
Cambodia

The problem in Cambodia is a similar one. When the administration 
„ made its initial request for military assistance to Cambodia, U.S. air

support was available to assist Khmer forces. Because of subsequent 
congressional action, we are no longer able to provide this support. The 
main problem is a dramatic  increase in ammunition requirements, par­
ticularly for artille ry which must now be used as a p artia l substitute 
for U.S. air  support. Today Cambodian units are expending ammuni­
tion at rates comparable to those experienced in South Vietnam. 
Requirements for equipment to replace combat losses and to upgrade 
some Cambodian units have also increased. The Defense Department 
now estimates that ammunition requirements for fiscal year 1974 have 
increased by considerably more than  $100 million from the original 
estimates made in early 1973. In addition, operations and maintenance 
requirements have increased bv approximatelv $8 million; equipment 
requirements have increased by over $50 mil lion; and the estimated 
cost of supply operations to deliver this additional ammunition and 
equipment has increased by over $30 million. The items of equipment 
we are proposing are unsophisticated  and relatively  inexpensive. For  
the Army, machineguns, rifles and artillery pieces. Fo r the Air Force, 
light a ircra ft and helicopters. And for the Navy, r iver patro l l>oats.

North Vietnamese and insurgen t forces in Cambodia are well sup­
plied, and we are expecting a new dry season offensive as early as 
December. We are now using vir tually  all MAP funds available to us 
under the cont inuing resolution authority to meet Cambodia's urgent 
requirements. We need the $200 million requested in th is legislation to 
fund the Cambodian program and to  mainta in modest m ilitary assist­
ance programs to other governments such as Turkey , the  Philippines, 
Korea, and Thailand. Without it, we will be faced with making a 
choice between the two requirements. A Communist mili tary  victory 
and the installation  of a government in Phnom Penh which is con­
trolled by Hanoi would gravely threaten the fragi le structure of peace 
established in the Par is agreements. Decimating our other military 
assistance programs to meet Cambodian requirements could weaken 
the defensive posture of our allies and endanger our own security.

One final word on Cambodia. Skeptics have scoffed at the ability of 
the Cambodians to defend themselves, about corrup tion, about lack of 
political leadership, and almost anything  else connected with the pres- 
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ent gov ern me nt in Phnom Penh since the  incept ion  of ou r pro gra m there . Some of these com pla ints  are  jus tified,  hut  alm ost  all of  them are hig hly  e xaggera ted . A smal l, peace-loving , and  essent ially unde r­developed na tio n was attack ed by a la rg er  state  m olded by rig id  ideol­ogy and  tem per ed bv 20 years of  war . Cam bodia has  in spite  of all obstac les manag ed to surv ive.  It  is stil l more  th an  ho lding  its  own. It  may co ntin ue to  do so if  we are p repa red to  help .
It  is  not. ple asa nt fo r any o f us to  have once again to co nsider  pr ov id­ing  $2.4 bill ion  t o ass ist  foreign friends.  Bu t the  lesson of  his tor y is a harsh  one—un til  all nations  are prep ared  to  respect the  p rin cip les  em­bodied in the  U ni ted  Nation s Ch ar ter , we m ust  make s ure  t hat  o the rs who s hare ou r hopes fo r a more peaceful world  have  t he  m eans  to de­fend  thei r homes and fam ilie s from for eig n aggression.

Statement of General W illiam P. Clements, J r.. Deputy 
Secretary of D efense

Mr. Clements. Mr.  Chairma n and members of the  com mit tee : I pa rti cu larly  welcome this op po rtu ni ty  to appear befo re you as a witness and  to te st ify on the  emergenc y securi ty assistan ce leg islation requested by th e P res ide nt for  Isra el  and  Ca mbodia. I  also welcome th e op po rtu ni ty  to ans wer your questions and  will  do so in a fo rthr ig ht  and  st ra ig ht fo rw ar d manner.  Thi s being  an open  session, however, the re may  be some questions whi ch cannot  be answered immedia tely  for securi ty reasons. In  these instances, I  will pro vide answer s 
pro mp tly  to  you w ith  a pp ropr ia te  security  classif icatio ns, af te r rece iv­ing t he t ra ns cr ip t of  toda y’s hearing.

Fi rs t, I  sh ould like  to  ad dress t he  Midd le Eas t confl ict. Im me dia tely af te r h ostili tie s b roke  ou t on O ctober  6, the  U ni ted State s a tte mp ted to  br ing  about a cease-fire and reach an un de rst an ding  wi th the Sov iet Un ion  f or  a mu tua l freeze on  m ajo r res upply  o f weapons in th at  area. Ou r ef forts  were unsuccessful.
I t the n became c lea r th at  th e Un ite d State s mus t main tai n the  ba l­ance of  forces in the Middle E as t in  th e face of  th e Sov iet res up ply of  mili tar y equ ipm ent  to the  Arab countri es. Th is wou ld require the  Un ited State s to pro vid e equ ipment  and sup plies to  Isr ae l to  replace  combat lossess. T he decis ion was made to  do thi s.
W ith in  9 hours  of th at  decision v ital  defense equipment  and supplies were on th ei r w ay to Israel aboar d M ili ta ry  A ir li ft  C omm and C-5  and C-141 tran sp or t ai rc ra ft . W ith in  72 hours the ai rl if t had  at ta ined  an ave rage da ily  li ft  level of about 1,000 ton s of  cri tic all y needed weapons, ammuniti on,  spare  pa rts , medical equ ipm ent  and supp lies . I  want to po int  ou t th a t thi s was not a on e-sided t rans po rta tio n e ffort. Israel a ir ­cr af t and Israel i sh ips  play ed imp orta nt, roles in the  tra ns po rta tio n of ammu nit ion , vehic les, and  othe r much-needed  equ ipm ent  and supp lies.
Th is Un ite d State s assis tance  to Isr ael pre vente d a serio us sh ift  in the  balance, of  power and  played a l arge  role in the  achievement of the  cease-fire. As you know, serious di scussions  are now in  progress  loo king tow ard  a last ing settle men t.
Before  m oving on to finan cial  matt ers , I  wou ld like to go on record  as g iving  the hig hest pra ise  to  the U ni ted State s A rmed Force s f or  the 

absolu tely  ou tst an ding  manne r in  which  they  have  dis charg ed th ei r vit al su pp or t role. The success of  the De pa rtm en t of  Defense effo rt



was due directly to the dedicated round-the-clock performance of 
innumerable soldiers, sailors, and airmen of all ranks, stationed in the 
United States and overseas, and, of course, I include the large number 
of civilians who also made important contributions. In this supply 
operation the crucial element was speed. In this respect, i t is indeed 
fortunate that we also had needed weapons and supplies available in 
overseas areas which could be provided Israel more quickly than would 
otherwise have been possible.

I would now like to address our request for supplemental appropr ia­
tions to furnish the needed emergency assistance to Israe l and 
Cambodia.

First, Israel.
As the members of this appropriations committee are well aware, 

U.S. contributions to Israel in the past, especially since 1967, have 
taken the form of foreign military sales credit and support ing assist­
ance. As a result of U.S. help, Israel was able to finance the acquisi­
tion of equipment she crit ically needed to defend herself and thereby 
maintain  a balance of forces in tha t very sensitive pa rt of the world. 
But. na turally this was not done without cost.

At the time of the outbreak of hostilities, Israel already owed the 
U.S. Government about $1.2 billion in repayment of credits extended 
her for the acquisition of equipment which 1 have just  mentioned. 
Most of these credit repayments must be made over the next 10 years. 
In addition,  she owed the U.S. Government approximately $500 mil­
lion for cash sales executed prio r to  the start of hostilities.

Since October 6, Israeli  requests of defense equipment and supplies 
have accelerated. Today, we estimate tha t the defense materiel we have 
approved for sale to Israel, since that date, and which we have shipped 
already or which we are in  the process of shipping, amounts to nearly 
$1 billion.

Because we lack foreign milita ry sales credits authorizations, we 
have been forced to require Isarel  to  agree to pay cash for these new 
acquisitions. Fortunately, and thanks to the wisdom of you gentlemen 
and of members of other committees, we are able under current leg­
islation to postpone payment up to 120 days afte r delivery of the 
equipment, [ am referring here to sections 21 and 22 of the Foreign 
Milita ry Sales Act.

The $1 billion estimate will provide conventional munitions of many 
types, ai r-to-ai r and air-to-ground missiles, artill ery, crew-served and 
individua l weapons and a standard range of vital airc raft ordnance. 
It  will also furnish replacements for equipment lost in combat, But 
it will not cover all Israeli needs. Israel  has indicated requirements 
for military equipment which totals nearly $3 billion. We are now 
scrutinizing these requirements and it may well lx* that  the United 
States should provide equipment for a to tal value of slightly  in excess 
of $2 billion.

Because of the extreme urgency, most of the materiel Is rael has been 
getting  has had to come from Departmen t of Defense stocks. In some 
cases it has come from the inventories of active and reserve units. 
Israel is, of course, being charged inventory standard prices, adjusted 
as approp riate for age, condition, and model, plus handling and ad­
ministrative charges in accordance with established practices. The 
greater portion of the items provided Israel must l>e replaced, how­
ever, and the payments received from Israel will not fully cover the
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cost of replace ment with new models th ro ug h procurement  in 1974 
and 1975. These defic its in new pro curem ent fund s will be requested 
from the  C ongress  in  the  n ea r future .

With ou t financial assistance, Israel  faces severe problem s in payin g 
fo r the  materi el now be ing  provided. The $1 bil lion deb t accrued so 
fa r would  have to be pa id off in the very sho rt per iod  Febru ary -M arc h 
1974. I f  we do n ot  p rov ide  Isra el finan cial assistan ce, the re is a possi­
bi lity of defau lt in thes e paymen ts. I f  she de faul ts,  ou r mili ta ry  de­
partm ents may  no t be reimbursed fo r mi llio ns of  do lla rs in costs 
alr ead y incurr ed.  In  t ur n,  ongo ing c on tracts  w ith  U.S . defense ind us­
tr y  may have  to be canceled at conside rabl e cost  and  inconvenience. 
Fina lly , Isr ael mav not lx1 able to ob tain some of  the  equ ipment  
ord ere d and  u rg en tly  needed.

Tur ning  now to Cam bodia.
There  is much sim ila rit y between the sit ua tio n fac ing  Israel and 

th at  fac ing  Cam bodia. She too  is a smal l na tio n tryin g to smwive in 
a very hos tile  env ironment . Consider ing  he r very limited  assets, and 
the  degree of the  t hr ea t. Cam bod ia has done very well. Bu t the  resu lt 
ha s been costly in manpo wer and in economic term s. W ith ou t ILS. 
ha rdware su pp or t Cam bod ia would  have fal len  alr eady  and she may  
well do so in  the  n ea r fu ture  in the  absence of  U .S.  assistance.

Wh en we ceased the bom bing  on Au gust 15, the  Com mun ists took  
imm edia te advanta ge  of the cessat ion bv inc rea sin g th ei r act ivi ties in 
all  areas. Because o f th is  sit ua tion, the  C ambod ian  Arm ed Forces  have 
ha d to int ensify com bat  opera tions which has led to a sh arp rise  in 
mili ta ry  assis tance requi rem ents. I t is time that  the curr en t r ain y season 
has reduc ed somewhat the  intense level of  fig ht ing —but t his  is o nly a 
tem po rar y lul l—and th e level of fig hting  is c ert ain  to be resum ed with  
the onset  of the  dr y season in Ja nu ar y.  Cam bod ia needs pr im ar ily  
ammuniti on bu t e quipment  and  s upplies are  also require d.

We proje ct the  fu nd ing requ irem ents fo r Cam bod ia fo r fiscal year 
1974 to to tal  $380 mil lion  con sis ting o f : $228 mil lion  fo r am mun iti on ; 
$59 mi llion  f or  equipm en t; $48 m illion fo r o pe ra tin g and maintenan ce 
supplies; and  $45 mi llio n fo r hand lin g, pac kin g, and  del ive ry costs.

In  the  pend ing  foreig n assis tance  leg islation  ou r budget request 
amoun ts t o $180 mill ion fo r Cambodia. Th is amount did  not take into 
account the increased Camb odia n g rou nd opera tions  resu lting  from the 
ter mina tio n of ILS . arm ed assistance . I f  the  full amoun t requested  is 
received then the re will stil l be a s ho rtf all  fo r Cam bod ia of  $200 mil­
lion . This  is the a dditio nal sum we are requestin g.

The Cam bod ian arm ed forces are  de mon str at ing the de terminat ion  
an d capabil ity  to  res ist  the Kh me r ins urgents  and the  No rth  Vie t­
namese efforts to overthro w the  government. They are  prov idi ng  the  
manpower —this  is as i t should be—a nd t he y a re p erf ec tly  wi llin g to do 
so. A ll the y ask from  us is the har dw are . We  cons ider  it essential th at  
we provide th is  h ardw are and we believe th at  fa ilu re  t o do so will be 
wid ely  int erprete d by ou r fri ends  and  alli es as U.S . unw illingn ess  or 
inab ili ty  to  ma ke the  c ontrib ution  necessary to  insu re las tin g peace in South eas t Asia.

The emergency ap prop ria tio ns  we reque st fo r Isr ae l and  Cam bodia 
are  considered absolu tely  essentia l if  we are  to  avert  the gra ve  si tu a­
tio ns  which I  have  men tioned.

I  urgen tly  sol icit  your  assistance in p roviding  th is  needed a ssistance.
I  will be hap py  to respond  to yo ur qu estions  at t hi s time.
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E mergency Security Assistance for Israel

REC ONFIR MA TIO N OF EME RGE NCY  REQUEST

Mr. P assman. As stated earlier, we have 13 subcommittees. I nder 
the rules each member of the subcommittee, including the chairman, 
will consume 5 minutes, afte r which time each member then may con­
sume all the time he feels necessary to ask all the questions that he may 
have prepared. I understand that  I  am the  only chairman who follows 
this procedure.

So we may have the pertinent parts  of the record in at this point we 
shall proceed with the questioning. It  is my understanding that  the 
budget amendment fo r Is rael is $2,200 million, that  is, in addition to 
$300 million requested for military credit sales in January. Is  tha t cor­
rect, Mr. Secretary ?

Mr. Rush. Yes; tha t is correct.
Mr. Passman. Fo r Cambodia the amended request is$200 million?
Mr. Rush. Yes, sir.
Mr. Passman. Mr. Secretary, how much of the $2.2 billion has al­

ready been obligated ?
Mr. Rush. Upward of $1 billion of sales have been authorized.
Mr. Passman. How much has already been delivered ?
Mr. Rush. I would not know.
Mr. Clements. Approximately $800 million.

ASSESSING  ISR AELI EQ UI PM EN T LOSSES

Mr. Passman. What has been the total military destruction in Israe l 
since the outbreak of the war ?

Mr. Rush. AVe have had a survey made to determine how much has 
been destroyed, how much salvageable, how much enemy equipment 
has been captured and is usable, meaning the Arabs in this case, and 
afte r we finish this we will have a better idea.

Mr. Passman. Do you have an estimate at this time ?
Mr. Clements. --------.
It should be in hand shortly.
Admiral Moorer, when would you say we will have it ?
Admiral Moorer. Maybe by the end of the week.
Mr. Clements. That assessment is in the making.
Mr. Passman. This is a very responsible committee, gentlemen. It 

might appea r some of us are antiforeign aid. I fall in that  category 
myself. However, we do not want to underfund this program. AVe also 
don’t want to overfund this program. AVe want to provide the neces- 
sarv funds. I t would appear  you are requesting $2.2 bi llion for Israel 
and tha t this is a rough guess at this time. The exact amount can be 
determined only afte r you receive thi s report you mentioned.

Mr. Rush. Tha t is right.
Mr. Clements. That is right.
Mr. P assman. I appreciate your frankness. Even though we will 

discuss in terms of $2.2 billion, the final decision will lie based upon 
the amount of the actual losses.

Mr. Rush. Yes.
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AID PUR POSE IS TO RESTORE BALANCE

Mr.  P assman. I s it the  policy of our Gov ernment to br ing Israel  to 
as good a pos ition mili ta ril y as before the  ou tbr eak of the  war or do 
you  e xpec t to make  them  str on ge r and  furn ish  more equipment ?

Mr. Kush . W e expect to  br ing them  back  to a position of as grea t 
st reng th  as they had befo re the  war and  in man y ways  they may be 
stronger. W e would  hope th at  as  a resu lt of the  neg otiatio ns going f or ­
wa rd  thi s would be pr et ty  much unnecessary , so fa r as making them 
stronger. How ever, we inten d to have them  as str on g as they were 
before.

Mr.  P assman. You will make a subsequent recommen dation to the  
committ ee. Th is will invo lve the amo unt  you feel you should have 
to  p rotect  ou r interest and Isr ae l's  inte res t. We have to th ink in terms  
of  two nat ions, Isr ae l and  the  Un ited Sta tes . I assume the  two na ­
tions  will reach  an agreem ent  to place Isr ael eit he r in an equal pos i­
tio n or  in a superio r pos ition to what  the y were befo re the outbreak.

Mr. Clements. The or ig inal  in ten t was to  br in g them back to a 
pos ition of appro xim ate ly where they were befo re hosti liti es sta rte d. 
How ever, I would cau tion the  committ ee th at  as th is  assessment is 
being made , and  as the  negotia tions move forw ard,  the  Soviets have 
con tinu ed to  pour  addit ion al supplie s int o Egypt and  Sy ria , as well 
as Ira q.  There for e, it may  well be th at  as Israel  moves back to where 
they  were befo re, th at  might not be the same when related to the  
str en gth of  th ei r adversa ries, so th at  th ings  could  shift . Th at  assess­
ment  would come back  th roug h Admiral  Moorer 's J oi nt  C hie fs gro up.  
Th at  assessment could chan ge in time.

Mr. P assman. Bv just br inging  Isr ael back to th e pos ition th ey were  
mili ta ril y,  dol larw ise . or uni twise before  the  outbreak of war . mav 
not  necessari ly be the  equ iva len t to wha t the y would have to have  in 
orde r to p rote ct themselves.

Mr. C lements. To be in a l ike r ela tive posit ion.
Mr. P assman. I would not  wan t to recommend th at  we app ropr ia te  

more, money tha n you  need. I  think  it is necessary  th at  we prov ide  wh at 
you need. We  un de rst an d th e si tua tion.

T have consumed my 5 minutes .

REGULAR APPROPRIATION  WILL INCL UD E EMERG ENCY AID

Mr. Kush . If  I may  add one more  word. Obv iously we have  fa r 
more  inform ation as to the  cap abilit y of  the  Ar ab  cou ntr ies  enga ged 
in hosti liti es than  before  th e recent  hosti lit ies  be gan. As a r esu lt the re 
would have to be a reasse ssment of what is needed to have an equ ali ty 
of relativ e power relatio nsh ips . As Se cre tar y Clemen ts says, havin g 
them back  where  the y were is not the  objective. The objec tive is to 
have  them in a relatively secure pos ition. Th at  is wha t we have  to 
look at.

Mr. P assman. I f  I may make a fu rt her  sta tem ent, the re is some 
opposit ion  to the  amo unt  of your  request.  You  had  be tte r give us 
complete fac tua l informa tion. Wha t we will try to do is to make  the 
$2.2 bill ion or whate ver  amo unt  recommended  pa rt  of our  reg ular  
bill.

Mr.  Y ates. I s it in or de r to ask th at  each mem ber  have 10 m inut es 
ra th er  t ha n 5 m inu tes  in view of the  importance  of th is hea ring?
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Mr. Passman. Let us try to limit each member to 5 minutes; first. 
I will yield to Mr. Shriver.

REVISED ASSESSMENT TO I5E SUB MITTED

Mr. Shriver. When do you expect more detail as to the request 
before this committee ?

Admiral Moorer. I think by the end of the week, sir, we should have 
the first cut. We will have requests which exceed the amount required 
simply to replace losses. As you know, the policy of our Government 
in supplying Israel has been to m aintain  the balance. This  is what Mr. 
Clements was talk ing about; we will look at the balance. As fa r as the 
first cut of th is estimate is concerned, we will have it  by the first of the 
week.

* Mr. Shriver. Have you testified before a Senate committee?
Mr. Rush. Y es.
Mr. S hriver. Wha t did you testify  there as to the requirement ?
Mr. Rush. We submitted this request at  a time when we were not 

possessed with  too much information. In essence we testified tha t a fter 
we had better figures we would go back. This was our best estimate 
at the time we submitted the request.

Mr. Ci .ements. I would comment, that Israel has, in fact, requested 
approximately $2.75 billion in aid. We. in turn , estimated the require­
ment, and it was a very loose estimate, at $2.2 billion. We agreed with 
the Senate committee that we would currently and constant ly monitor 
what we are  doing here as far  as the aid requirement and what- we are 
shipping are concerned and keep th at committee current ly informed 
on an audit basis.

Mr. S hriver. Was that an appropriations committee or  an author­
izing committee ?

Mr. Rush. Appropr iations,  the Tnouye committee.

PRIVATE SOURCES OF AID TO ISRAEL

Mr. Shriver. How much has Israel raised from private sources since 
the outbreak of hostilities?

Mr. Rush. Their  aim is to raise about $1.9 billion.
Mr. Shriver. Have they raised that much ?
Mr. Rush. They are in the process of raising that.
Mr. Clements. We heard estimates tha t they have in fact raised 

approximately  $1.5 billion in ei ther contributions or  pledges. Tha t is 
4 not audited and I  don’t know how accurate tha t is, nor do I  know how

much is in the form of grants  or in bond purchases.
Mr. Shriver. Is any other country helping Israel ?
Mr. Rush. Xo, not that I  am aware of.

AID FORM CONSIDERED ESSENT IAL

Mr. Shriver. You say $2.2 billion is in the form of a mix: foreign 
military sales, credits, and milit ary assistance grants. What are the 
details of that mix ? Do you have that  here ?

Mr. R ush. We do not have the details of the mix as of the time of 
the request.
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Mr. Passman. Israe l’s external debt lias reached unbearable propor­
tions at this time. Deal realistically with us and give your reasons as 
to why it should be loans or grants. There is no sense saddling them 
with a debt they cannot pay and which you will cancel.

Mr. Rush. They have an extended debt of about $4 billion as of 
August 31 of this year.

Mr. Passman. That is for 3 million people.
Mr. Rush. $1,200 per capita, the highest in the world.
Mr. Clements. I have another comment bearing on this subject. 

These sales are now being made under sections 21 and 22 of the FMS 
Act. with payment to be made within 120 days after delivery.

We are tryin g to be as realistic as we possibly can be, and yet be 
responsive to the question you raised now about thei r debt s tructure. 
We do not realistically feel, considering their  already existing debt, 
plus what they are getting  ready to put on themselves as a result of 
this FMS program under way. that there is any way in the world 
they can meet an additional $2.2 billion of obligations on a timely 
120 day cash payment basis. There is just no way.

Mr. Passman. Nor 20 years.
Mr. Ciements. In all likelihood even 20 years.
Mr. Pasrman. If  you feel absolutely that a loan cannot be met, 

let us meet it head on and not kid ourselves.
Mr. Rush. If  I may clarify  something else. As I mentioned, the 

Israelis announced they intend to raise $1.9 billion through the end 
of 1974. Our latest reports are tha t $610 million has been raised of 
this.

Mr. P assman. Many times we pledge more than  we give.
Mr. Rooney?

equipment deliveries precede decision on terms

Mi-. Rooney. Mr. Secretary, in the fii-st paragraph which begins on 
page 3 of vour prepared statement you state tha t since October 6 
Israel has purchased over $1 billion in military equipment from the 
United States. Is this $1 billion worth of equipment included in the 
$2.2 billion or is this in addition to it?

Mr. Rush. It  is included in the $2.2 billion.
Mr. Rooney. So they have already received $1 billion worth of 

military equipment of the $2.2 billion requested?
Mr. Rush. Tha t is our current estimate.
Mr. Rooney. The first paragraph which begins on page 4. the last 

sentence thereof, is as follows: “We do not know what the terms of 
these arrangements are”—referring  to the transactions between the 
Soviet Union and Egyp t, Syria, and Iraq —“but we see no sign that 
the question of repayment terms is in any way holding up the present 
flow of Soviet weaponry to  the area. We wish to be no different.”

Mr. Rush. Yes.
Mr. Rooney. W hat did you and your collaborators mean when you 

included that statement?
Mr. R ush. "We do not wish in our resupply of Israel to allow the 

question of payment terms to hold up deliveries of equipment. We 
have not held up deliveries of equipment pending the determination 
of payment terms.
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Mr. Rooney. In other words, as the chairman says, this sentence 
would reflect the fact it is OK with you if it is not paid within 30 or 40 
years i

Mr. Rush. W hat I really meant there, Mr. Rooney, was th at the 
primary  thing is to resupply Israel. The prim ary thing  is not to de ter­
mine the payment terms. Therefore, we have poured in upwards of 
$1 billion worth of equipment so fa r, and we feel we must supply a 
sufficiency of military equipment to the Israelis so they may mainta in 
their  relative strength, and we can work out the payment terms in a 
more leisurely way than they can be supplied.

PR ESEN T ST AT US  OF H O STIL IT IE S

Mr. R ooney. It  so happens I agree with tha t position, although I
* thought the question should be asked for the purpose of the record.

What is the status today? Yesterday’s papers contained a lot of 
information as to what was going on which did not read very satis­
factorily as far as 1 was concerned. W hat is the status this  morning?

* Mr. R ush. The sta tus is one of improvement. I n a ceasefire of th is 
type and in an agreement such as the Six Point Agreement entered 
into between the parties, with the assistance of Secretary Kissinger 
and his associates, there is some ambiguity in language. There was 
ambiguity in language with regard to the I nited Nations taking over 
the checkpoints. We had some difficulties in U NEF coming in to take 
over checkpoints from the Israelis. Those difficulties seem well on the 
way to resolution.

Mr.R ooney. How?
Mr. R ush. By UN EF taking over the checkpoints, having the Is ­

raelis nearby at the last checkpoint to see——
Mr. Rooney. Are you a littl e apprehensive as to the possibility that 

with the aid of the Soviet Union the Arabs are getting a litt le too much 
the best of things ?

Mr. Rush. Not in terms of the cease-fire. We feel the cease-fire was 
greatly to the benefit of all parties. We feel the cease-fire will be 
very helpful in going forward  to a negotiation which we trust will 
lead to a durable peace in the Middle East.

NE GOTI ATI NG FOR SE TTLEM EN T

Mr. Rooney. It would seem tha t Egypt, for instance, would expect 
she would get back all the terrain  which was taken in the recent blitz. 

4 You don’t expect that?
Mr. Rush. Mr. Rooney, our position on that is this: We are anxious 

to help the parties reach an agreement. The agreement must be 
reached by the parties themselves. It is not up to us to lay down

* the terms of what the final settlement shall be. We do wish to lend 
our full offices to the fullest extent possible, to join these other coun­
tries to the fullest extent possible, to see that negotiations go forward, 
and help the parties reach agreement. Otherwise you could not have 
a durable peace.

Mr. R ooney. Surely you would not expect that Israel will give up 
all the territory, for instance, the Golan Heights  in Syria , under any 
circumstances?
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Air. Rush. I th in k the  Isr aelis  are  very  good nego tia tor s and I th ink when they st ar t nego tia tin g the y will lie sure to realize the re are  essen tial con ditions  of  security.
Mr. Rooney. I di dn ’t like  wha t I rea d yeste rda y. Th at  is why I am apprehe nsiv e ab out  what  is go ing  on.
Mr. Rus h. Y es.
Air. Rooney. It  seems as though  some of  the  pr inc ipa l people con­cerned  were pr et ty  much  down in the mouth  ove r the  s ituation . Th at  is w hat led me in to a sking  the question a t the outse t.
Air. Rus h. Yes.
Air. Rooney. Th at  is all  I  have , Air. Ch airma n.
Air. Passman. T ha nk  vo u. Air. R oon ey.
Air. M ille r?

hostilities aggravate energy problems

Air. Ain jLER. Air. Rush, we have  discu ssed  the  amo unt of  money th at  would be in th is  pa rti cu la r legisla tion . As I look back ove r the  de tai ls of  wha t is going  on today, my  deep  concern is our ene rgy  problem. We have  many people in our own congressional  distric t, very  concerned  with the  energ y crisis . Because the  Arab c oun trie s are pr o­ducin g petro leum, are  we liable to t ur n them off more and more? The y have alread y told us the y will hold back  ou r oil, appro xim ate ly 5 perc ent  pe r month, as long as Israel  he 'd the  occupied lands. Th at  was some time ago. Are we ta king  an y great  risks of  lo sing  additio nal  petroleum which  we need so badly in th is coun try  by helping  Israel  ?Mr. Rus h. rI he en erg y problem  is a s erious prob lem, a s you  so ap tly  poin ted out. One of  the  enc ourag ing  th ings  abo ut these dep lorable hostil itie s has  been the  fac t we have been able to keep open the  lines of  com municat ion with the  Arab countr ies  as well as with  the Isr aelis , and also the  Sovie t Un ion  thr oughou t. We are  ta lk ing to the  Ar ab  countries. Secre tary Kissinger has  just, visi ted  S au di  A rab ia.  W e shall  certa inly wor k as ha rd  as possible to all eviate the  pet roleum  b lockade and the cutback in petr oleu m. At  the  same tim e I  feel we must do every thing  we can  in th is cou ntry to become inde pen den t as fa r as pos­sible as reg ard s ou r e nergy needs. How ever, t ha t is long ra nge  and  not short  range.
I can assure you t ha t we hope  we will  have  an imp rov ed rel ationship not only  with Isr ae l, which is good now, bu t wi th the  Ar ab  countr ies.  

IMP ROVIN G UN ITED  STATES-ARAB RELA TIO NSHIPS

Air. AIh.t.er. H ow can we have a be tte r rel ati onship with  the  Arab  cou ntr ies  i f we wou ld furn ish  the $2.2 billi on to Israel for  defense pu r­poses ?
Air. Rush. M e have  been very honest wi th the  Arab  c ountr ies  and  have  told  them  we do not inte nd to have a change  in the  bala nce of pow er in the M idd le Ea st.  I f  we fai l to s upply  to  Israe l sufficient w eap ­ons fo r he r to main tai n her mili ta ry  str en gth,  sufficient fo r ma inte­nance of  her  independence, then  there  will  lie a dras tic  change o f power, the  power balance.  The Soviet Uni on is very anx ious to increase  her  str en gth in th e M iddle E as t. Th is we will  not s tan d for.
Ou r nego tia tio ns  and  discussions w ith  the  Egy pt ian s, o ur  discuss ions with King Fa isa l, Kin g Hussein , and othe r lead ers  o f sta te are, based
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on the fact we intend to maintain a s trong Israel. I think  tha t is ac­
cepted by them. Therefore, while they may not be in favor o f our  re­
supplying Israel in light  of their feelings, nonetheless they accept this 
as a fact and they are discussing things with us. Remember, also, that 1
suppose the primary interest of the Arab states --------is to prevent
their  society from becoming a Communist-dominated society. It is to 
thei r best interest  as well as ours to maintain good relations and try 
to overcome this energy problem.

ISR AE LI POSSESSION OF ARAB TERRITORY

Mr. Miller. Does the $2.2 billion we are talking about here take 
into consideration that possibly Israel would pull back from some 
25,000 square miles which they have picked up since 1967 ? They have 
the additional Arab territory right  now. Was some agreement made 
that if they do pull back we in turn  would see that they have money 
and goods or hardware they need ?

Mr. Rush. We have no agreement with Israel concerning that . 
What we have told Israel is that we intend to see she maintains her 
military st rength.  I f she pulls back she will need milit ary strength as 
much as or more than if they stay where she is. We have also told 
Israel and we have told the Egyp tians  and everyone else, including 
the Syrians, that the parties themselves must reach the agreement. 
We cannot impose an agreement upon them. However, we will lend 
our good offices and do what we can to help them reach an agree­
ment. The agreement must be one they reach and one satisfactory to 
them. Otherwise it will not be a durable peace.

Mr. Miller. Do you feel petroleum will still flow to our country 
if Israel holds the 25.000 square miles she now has?

Mr. R ush. --------. Israel has been willing to negotiate for quite a
long time. She has been willing to negotiate without trade conditions.
---- -— . I could not say what the results of the negotiations will be.
I can only say that if the parties  enter into them in good fai th I think  
these very subjective part ies are compatible and they can come to an 
agreement.

settlement must accommodate both sides

Admiral Moorf.r. I th ink one has only to look at the man, Mr. Mil ­
ler, to see tha t. The present position of the forces shows the  Israelis  
on the west side, and the Egvpt ians  3d Army on the east side of  the 
canal. Furthermore, the deployment of forces between Ismalia  and 
Port Said is a rather confused line: anv negotiations, at least in my 
view, must bring  about some kind of adjustment so that they will be 
a clear delineation, and hopefully, a separation of the forces, freeing 
an area for occupation by the United Nations Emergency Force in 
order to bring about a lowering of tempo and prevent contacts such 
as are occurring on the line at the moment.

Mr. Rush. Admiral Moorer speaks of the conditions which must 
exist before you can have meaningful negotiations and not conditions 
at the end of the negotiations.

Mr. Clements. I also would like to comment on this. In the direc­
tion that Secretary Rush is talk ing about, in discussing these things 
with Mrs. Meir when she was here, and also in the past with King



Faisa l and oth ers  in the  Middle Ea st,  it is obvious that  these people want more tha n an ythi ng  else peace and  securi ty. None of  them , whether on the  Israel i side  or the Ara b side, wa nts  thi s business of going to war  every 5 yea rs at a cost of man y bil lions of  doll ars , bes ides the  human  side  of  it.  T her e is a sincere des ire on the  p ar t of eve rybo dy to cease thi s consta nt war every  4 or 5 ye ars  and  go back to some kind of a secure and peaceful solu tion.
With  th at  kind of sincere feel ing. I join Secre tar y Rush  in saying  ther e will be an accom modation . What the y wan t is the  securi ty of a peace ful set tlement which accommodates  both  these views.
Wh en you have  moderate people such as King Fa isa l, who is a very

wise man, invo lved  in th is -------- as is Ku wa it— when you have thesepeop le with  a sincere desire for  peace, the re can be th is accommoda­
tion. and  as thi s accommodation moves—and I am coming to the  h eart of  you r question— I th ink they will not  only  dete ct but the y will be mo nitoring  these movements and  th ey will relax  t he ir  ex ist ing  posture  of  tod ay and  give  us some relie f. I am op tim ist ic abou t thi s. I rea lly  th ink they will.

Mr. P assman. Let  us hope  so.
Mr. L ong?

DELIVERY OF REMAINING EMERGENCY AID

Mr. L ong. Mr. R ush , I first want to say t ha t I feel that  pro vid ing  the  money Israel needs  for survival is the  best investm ent  we can make  in ou r fo reig n policy . We  have not always  made very  good investmen ts. Fi rs t, th is money would safeg ua rd the  hom eland of  a great  people;  second, our presence in the  Midd le Ea st  th roug h our aid to Israel helps keep 70 percent  of  the world’s oil po ten tia l from  ou tri gh t tak e­over by the  Com munist  bloc.
How soon will th is  money which has  no t alr eady  been del ive red , the $1.4 bill ion out of the $2.2 billion, how soon will that  be del ive red? Are  we ho lding  any back  or  giv ing  it to the m as they need i t ?
Mr. Clements. You have  read in the  pane r about some of th is  and Ad mi ral  Moorer  will cove r some of  it. We will short ly be cu tti ng  back  on the ai rl if t because th at  was trul y an eme rgency measure and very  expensive. We have a sea lift  going now. Th ere  are alread y ships which are in the  I sraeli  ha rbors a nd sh or tly  there  will  be several more. Th is sealift,  takes on all the over tones o f the  a ir li ft , but in fa r grea ter volume and a t fa r less expense-----
Mr. L ong. Are  we ge tting  it to  them as  they need it ?
Mr. C lements. Yes;  thi s will cont inue.
Mr. Long. Wha t is th e timetab le bv which the  whole o f this  $2.2 bi l­lion will have  been del ive red—$800 mil lion  so fa r and the rest to be for thc om ing ? W ha t is the t ime tab le ?
Mr. Clemen ts. This would be purel y an est ima te. Some o f the long­term del iveries  could  well be --------- mo nths from  now befo re we

finish the  req uir em ent; bu t on an ave rage . Ad mi ral  Moorer. would it b e ---------mon ths  ?
Ad mi ral  Moorer. Yes: except fo r those item s which  have a long lead time fo r pro curement .
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PRE SEN T MIDDLE EAST BALANCE OF POWER

Mr. Long. That gets me into another question. I t is my unders tand­
ing that before th is war started, this  surprise at tack, the Arabs  greatly  
outnumbered the Israelis in both planes and tanks. I have figures here, 
that show tha t the Arabs outnumbered the Israelis  3 to 1 on planes 
and 2 to 1 on tanks. The losses were very heavy on both sides. I 
gathe r the Russians have been moving stuff in the re very fast. Can 
you give us an idea as to the present balance of power? Has it been 
redressed or has it gotten even worse in favor of the Arabs?

Mr. Clements. I  think your last statement is probably correct. If  
you had to make an assessment as of today, I think  the Russian re­
supply has been quicker than ours and they have done th is because 
of the shorter  time frame involved. Their lines are shorter, and I would 
also suggest tha t they anticipated what would happen and we did  not 
know. They have done this faster  and have moved forward faster 
than we have. They are ahead of us. Proport ionately , which is the 
answer to your question, they are ahead of where they were before 
hostilities started.

Mr. Long. Since the Arabs heavily outweighed the Israelis  before 
the war and have gotten prompter help during  the war is not our 
only hope to have the Israelis destroy enough Arab equipment during 
the war to keep the s ituation from being in a perilous sta te now?

Mr. Clements. I would not consider it in a perilous state now. Ad­
miral Moorer would know better than I.

Admiral Moorer. One of the key factors is trained personnel. In this 
category the Israelis  are far  superior  to the  Syrians or the Egyptians . 
Therefore, this means that  a large pa rt of the equipment, such as 
tanks and airc raft  which have been received in the last week or two. 
is not combat ready and will not be combat ready until either the 
Syrians or the Egypt ians lay on a very accelerated train ing program. 

TH IRD COUNTRY PA RT ICIPA TION  IN  HO ST ILITIES

Mr. Long. There were some news reports, true or not, that the Egyp­
tians have Korean pilots in there flying for  them. Have expert pilots 
been brought in by the Communists?

Admiral Moorer. The North Korean pilots have been in there sev­
eral months .--------.

ISRAEL I AND ARAB FORCE CAPABIL ITIE S

Mr. Long. Have not the Israelis  lost a large number  of trained peo­
ple in relation to the size of the country ?

Mr. Rush. --------dead and casualties about ---------. Tha t may be
a bit hig h-------- .

Mr. Long. These are trained pilots?
Mr. Rush. Yes, some of them were trained pilots.
Mr. Long. Do they have a good supply of trained pilots to man the 

equipment?
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Admiral Moorer. The Israelis do, the Syrians do not.
Mr. Long. What about the Egyptians ?
Admiral Moorer. Nor do the Egypt ians. For  instance,-------- Is­

raeli a ircra ft were shot down in a ir-to-a ir combat, whereas the  other
side lo st -------- in air-to-air combat --------. The experience level of
the pilots insofar as the Israelis are concerned is far  higher than  that  
of their opposition. Most of the  airc raft  which the Israelis lost were 
lost primar ily due to ground weapons.

Mr. R ush. The Israelis have never wanted nor even thought they 
quantitative ly would match the Arabs. Their  qualitative advantage 
gives them a superiority. This is in men, tra ining , and equipment.

Mr. L ong. I gather  some of their missiles are qualitatively superior 
to what we deliver.

Mr. Rush. Some of the Russian missiles are  very good.

CH AI M W EIZM AN N IN ST IT UT E

Mr. Rooney. You know, the Israelis have invented many things 
at the Chaim Weizmann Institute which the Department of Defense 
depends upon. Isn 't that  correct, admiral ?

Admiral Moorer. I  am not aware of any weapons systems they have 
produced which we use.

Mr. Rooney. What about things other tha n weapons systems, such as 
sensors which detect people crossing the terra in, and th at report back 
to a post miles away ?

Admiral Moorer. We have had a full technical exchange for some 
time regardingtechniques  and information of that  kind.

Mr. Rooney. I know you have.
Admiral Moorer. But they have limited capabi lity for fully develop­

ing a sophisticated weapons system.

ARABS RECEIVING MORE AID TH AN ISRA EL

Mr. Long. This has to do with military aid. According to these fig­
ures the Communists gave the Arab States far more equipment than we 
have given the Israelis. Is  that right ?

Mr. Rush. Yes.
Mr. Long. I n addition they have been able, because of their huge oil 

reserves and balance o f payments, to buy a lot of stuff which Israel 
could not afford.

Mr. Rush. When von say “give" I thought  you meant supplied.
Mr. Long. All right,  supplied.
Mr. Rush. I  don't know that the Russians have given anything.
Mr. Long. Let us use the word “simply'’ loosely. So when it comes 

to both what the Russians have given them, or supplied them, and what 
their own oil-rich countries have been able to supply, it has been a very 
great preponderance of weapons over the Israelis.

Mr. Rush. Quantitatively .
Mr. Long. In  some cases qualitatively. In addition, I am disturbed 

bv the fact t hat  the Russians have been helping  only the Arabs. Is tha t 
right ? They have never helped the Israelis?

Mr. Rush. That is right.
Mr. Long. Whereas the United States has helped both the Israelis 

and the Arabs.
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Mr. Rus h. Th e Un ite d St ates  is the  only country  which ma intain s 
a rela tio nship  with  both  sides. T his is ou r grea tes t st reng th.

Mr. Long. I will gr an t that  th is has d iplom atic advanta ges, but  it is 
also di stu rb ing because abou t $850 mil lion  o f t he  A rab arm s del iveries  
since 1968 have  come from  the  Un ite d Sta tes . We  have given the  
Arabs about one-th ird  as m uch as we have given th e Isr aelis . The  Com­
mu nis ts hav e helped only  the Ar ab s so th at  the  Arabs hav e been 
ge tting  it  from three sides. They have  been ge tting  it from the Com ­
munist s, from th ei r own oil- rich  Ar ab  nat ion s, and from the  Un ite d 
Sta tes . I would  like  to insert  a tab le showin g U.S . arm s aid  and sales  
since 1968 to  all Arab na tions  who pa rti cipa ted in the rece nt Mid eas t 
wa r in some wav. From  1968-72, the Un ite d State s pro vid ed these  
Arab  nations wi th  $833 mi llion in arm s while we prov ided Israel with 
$2.45 bil lion in arms. Thus,  the Ar ab s received on e-t hir d as much  
arm s from Un ite d State s as Israel.

Mr. P assman. Extre me ly good analys is.
[The tab le fol low s:]

Arm s suppl ied by the United Stat es to Arab nations from  fiscal year 1968
to fiscal year 1972

Co un try  Mil lion s
Morocco _______________________________________________________ $84.0

T unis ia ________________________________________________________  22.9
L ib ya__________________________________________________________  G2. 8

Jordan  ________________________________________________________  395. 7
K u w ait ________________________________________________________  1.1
Saudi  Ara bia___________________________________________________  260. 2

T o ta l____________________________________________________  833.3

Comparable tota l of arms supplied to Isr ae l________________________2, 451. 0
Note.—Totals include milit ary aid (with supporting ass ista nce ), foreign  mili­

tary cash sales (del iver ies) , and commerc ial arms sales (del iver ies) .
Sources: “U.S. Overseas Loans and Gran ts, July  1, 1945-June 30. 1972,” 

Agency for Intern ational Development, May 1973. Departm ent of Defense table s 
(unclassified).

Mr.  L ong. I  wo uld like th is answered at your leisu re. W ha t measures 
are  we t ak in g to try in our neg oti ations to keep all these weapons  from 
continually being sup plie d to the  Ar ab  cou ntr ies  by the  Com munist  
cou ntr ies  and by ou r own al lies  in E urop e ?

Mr. P assman. P rovid e som eth ing  fo r the record , Mr. Secre tary.
Mr.  R us h. Yes, I  will.
[Clerk 's note.—The inf orma tio n was  not rece ived  by the  time the  

heari ngs were pr int ed .]
Mr. Long. Please  exam ine th e att ached tab les  from the  Am eric an 

En te rp ris e In st itut e study en tit led , “T he  Arab- Is rael i M ili tary  Bal ­
ance Today."  Would you please ce rti fy  wh eth er thes e tab les  on mili ­
ta ry  equip men t held by the  A rab s and the Isr ae lis  before the  o utb rea k 
of wa r are  reason ably acc ura te?  I f  they  are  not reas ona bly  accura te, 
please p rov ide  accur ate  figures.
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Mr. Clements. T he tables from  the  Am erican  En terp ris e In sti tu te
(A E I)  stu dy  a r e -------- . Majo r diffe rences between the  A E I figures
and prew ar DIA  hold ings  are  dep icte d in the  fol low ing  ta ble s:

Country AEI 1972-73 DIA 1973

Egypt:
Mig-21 in te rc epto r. .. ........................................................... ........... ...........................
TU-16 medium bomber................................................................................................
JS-3 tank ................... ...................................................................................................
T-62 tan k........ ....................................................................................... .......................

Syria :
Mig-21 inte rcepto r........................................................................................................
SU-7 fighter bomber................................................ ........................................ ...........
Mig-17 tighter bomber..................................................................................................
Helicopters........ ........................................ ....................................................................
JS-3 tank ....................................................................................................................
T-54/55 tank ..................................................................................................................
T-62 tank ........................................................ ..............................................................
Total tanks........ ................................................. .............................. ...........................

Jordan:
M 60  tank ......................................................................................................................
Centurion t an k................... ..........................................................................................
Total tanks.....................................................................................................................

Iraq :
MI-8  helicopter.................. ...........................................................................................
Total helicopters............................................................................................................

Libya:
Mirage V ground attack inte rceptor ................................................. ................. .........
Mirage II I B. & E. inte rcepto r.....................................................................................
Total ai rcra ft..................................................................................................................

Israel:
A 4 Sk yhawk............... ......... ............................ ..........................................................
Vautour ligh t bomber.......................................................................... .........................
Super Mystere intercep tor.. ........................... ............................................................
Total combat air cra ft....................................................................................................
Total helicopte rs.............. ..................................................................... .......................
M-60 tanks......................... ........................................................ ...................................
TI-67  tanks............................................................. ................. ............... .....................
Total tanks........ ................... ............................ ........... .............................................. ..

220
18
50
10

140
30
80
14
30

900
0

1,17 0+

14
140 [Secur ity in for -
344 mation deleted.]

12
46+

125
10
9

363
72

7
100

1,700

0
0
7

Mr. Long. Ple ase  provide fo r the record  a lis t of  defe nse art icles 
and thei r total  value supplied to Arab na tio ns  in  the  M iddle Eas t and  
in A fri ca  by the  So viet  U nio n since the  outb rea k of the  r ecent Mid eas t 
war.

Please break down this i nfo rm ati on  by typ e of  items, by d ol lar  value, 
and  by co untry  rec eiving the items,  wi th the  in for ma tion inc lud ing , but 
not  l imi ted  to , to ta ls of ai rc ra ft,  t anks, an tit an k weapons, an tia ircr af t 
missiles o f var iou s types, nav al vessels, small arms, vehicles, and com­
municatio ns equipm ent.

Mr. C lements. Yes, sir.
[Th e classif ied ma ter ial  was pro vid ed to the committ ee.]
Mr. Long. P lease provide  fo r the  record  de tai ls on the  do lla r value  

and  types of  arm s su ppl ied  to al l Ar ab  bell ige ren ts and their su pport ers  
in the  M iddle Eas t and  Af ric a by all  sup pli ers , th roug h Gov ernment 
and c omm ercia l channels , from  fiscal ye ar  1968 to the  present.

Inc lud e at least the  fol low ing  rec ipi en t coun tries:  Eg yp t, Sy ria , 
Jo rd an , Iraq , Ku wa it,  Saudi Arab ia,  the  Sudan, Lib ya,  Tunis ia,  
Algeria . Morocco, and  Lebanon .

Please break th is inform ation  down bv fiscal year (fiscal yea r 1968 
to the  pr esen t),  by cou ntry  receiving the items , and  by sup pliers . 
Provide  a separat e ch ar t fo r each  year supp lie r cou ntr ies  alo ng the  
horizontal  and rec ipient  cou ntri es along the  ver tica l. Prov ide  a sum ­
mary tab le wi th to ta ls over the  5+  years  fo r all supp lie rs and fo r all 
rec ipients.
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Mr. Clements. The information desired is supplied in the following 
tables 1-4.

[The classified material was provided to the committee.]
Mr. Passman. Mr. Conte?

AIRLIFT TO ISRAEL WAS TIME LY

Mr. Conte. Thank you, Mr. Chairman.
Either one of the witnesses can answer this. Can you tell us a little 

bit about what  the conditions were in Israel on October 13 when you 
had your airl ift? As I understand it, they were completely out of 
ammunition.

Mr. Kush. That is not the case. Admiral Moorer is the  best source 
of information for that.

* Admiral Moorer. On the 6th. the Israelis were not mobilized, there­
fore, the Syrians  and Egyp tians  managed to gain some momentum 
in closing in on Israel. The Egyp tians  managed to get 100,000 troops 
and several hundred  tanks across the Suez. The Syrians  penetrated  
the Golan Heights line. After mobilization, the Israel is first put  all of 
thei r effort into  the Golan Heights, because tha t situation was the one 
that placed the ir own people and villages in the  most jeopardy. They 
managed ultimately to drive halfway to Damascus. Later on they made 
the crossing of the Suez.-------- .

The airl ift we laid on, about 1,000 tons a day, was, in my view, an 
outstanding operation and did insure tha t they would never run out 
of ammunition.

Mr. Conte. I heard the leadership had a meeting at the White 
House and were told they  had  o nly-------- supply or were---------.

Admiral  Moorer. --------.

AIRLIFT DEMONSTRATED U.S. DETERMINATION

Mr. Conte. Fu rther, I  unders tand th at this air lift  was so impressive 
upon the Soviet Union that this was one of the reasons why they 
agreed to negotiate a settlement and not to send troops to the Middle 
East.

Admiral Moorer. Secretary  Kush can comment on that.  I think 
what the air lif t showed the Soviets and all concerned was tha t the
United States was not willing to pe rm it-------- so far as the  Israelis
were concerned.--------.

* ISRAELIS DELAYED REQUEST FOR AIRLIFT

Mr. Clements. Mr. Chairman, I would comment for the  record tha t 
this committee needs to understand tha t one of the reasons that our 

„ air lift  did not star t sooner than it did was because we received no
request for an ai rlif t sooner than this. The  Israelis, through thei r own 
airline and through  thei r contacting the commercial sources in the 
United States, such as the commercial airlines, commercial cargo 
carriers, and so forth , made every effort through the ir own embassy, 
which Secretary Rush is fully aware of, to solve this problem 
themselves.

They found tha t they could not do this. Our commercial side of an
air lift  capabil ity was not responsive to thei r needs .--------. At this

24-904— 73----- 7
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poin t they tu rned  to  the State De partm ent and Secre tar y Kis singer , 
and  he in tu rn  came  to DO D and  asked us to star t ou r ai rl if t, which 
we did i n a m at te r of  a few h ou rs .---------.

U.S.  MODERATION IN  AIRL IFT DELIBERA TE

Mr. Rush. T would  like  to sup plement wha t he said  with  th is : It  
was our g rea t hope t ha t t he  Sovie t U nion would  show gr ea t m oderation 
on resupply  and  th is  wa r would be brou gh t to a close very  quickly.  
Therefore, we conscious ly showed grea t moder atio n, hopin g to set an 
example for the  Soviet Uni on.  They did  not  show moderatio n. The y 
steppe d in an d poured  in vast quan tit ies  of  sup pli es by ai r and by 
sea. We the n decided we not only  must not allow the pow er balance 
to be changed, bu t we would also show the Sov iets  we could do the 
job be tte r than  they  did . I must sav th at  I hav e heard  man y tribu tes  
of  th e Defense  D ep ar tm en t from  outs ide  th e Defe nse De pa rtm en t but 
th is is th e finest p erform ance we have  seen, direct ed from  W ash ing ton . 
I t  was a magnific ient  pe rforma nce , a m agni ficent ai rl if t. I t  was st ar ted  
within  a m at ter of  hou rs a nd  went wi tho ut a h it ch .--------

Mr. Siiriver . Wou ld you yield ?
Mr. Rooney. I  was wa iting  fo r th at wor d “P or tu ga l” since we sta rted.
Mr. S hriver. Is  thi s go ing  to cause a problem ?
Mr. Rooney. Th is give s a lot of  those people continually taking  

pot sho ts at he r an d cau sing us dip lom atic troubles  with Po rtu ga l, to stop and  thi nk .
Mr. Rush. Th at  i s righ t.
Mr. Clements. ---------.
Mr. Shriver. I  th in k I saw an ar tic le in the  la st  day  o r two  in the 

pa pe r th at  Po rtug al  was makin g fu rther  reques ts from us fo r base rig hts paymen ts.
Mr. Rush. In  the W ashin gto n P os t th is  mo rning.
Mr. Shriver. Yes.
Mr. Rush. Even  in an executive session I  w ould not recom mend the 

Wash ing ton  Po st  as an  ac cur ate  source  of  news.
Mr. R ooney. Or th e New Yo rk Times.
Mr. Rush. E ith er . We  do owe the  Po rtu guese a deep deb t of  g ra ti ­tud e, and I  hope we will be able  to pay .
Mr. Shriver. W ha t do you an tic ipa te  they are going to ask?
Mr.  Rush . We  have str ict ly  res tri cte d ou r arm s sales  to  Po rtu ga l. 

We have shown gr ea t moderatio n wi th Po rtug al . They will not be 
excessive in th ei r dem and s or th ei r requests.  ---------.

Mr. Clements. I  w an t to  emp hasize t ha t. I  w ould question seriously  
th is  art icle in the pa pe r and  how much substan ce there  rea lly  is to 
wh at they have asked us or not asked  us. Tho se peop le ha ve per formed 
beau tiful ly  and  wi tho ut the ill grace of say ing , “Yes, you can do thi s, 
bu t vou have to do th is and  th is and t hi s.” T hey  l aid  no cond itions on us. S ecr eta ry Rush would confirm tha t.

Mr.  R ush. Yes. sir .
Mr.  P assman. Th an k y ou, M r. S ecr eta ry.
Would the  gentleman yie ld brief ly?
Mr.  Conte. My 5 m inu tes  are up.
Mr. P assman. You are  fin ished?
Mr. Conte. Yes.
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PORTUGAL DECLINED ADDITIO NAL  AID

Mr. P assman. I t is my understanding, and the record is clear, that  
Portugal declined to accept any type of a id during the aid program. 
They said, “We have built up the economy and are accustomed to it 
and the people are happy.” Is tha t a matter of record?

Mr. Rush. Yes, sir.
Mr. Passman. --------. Mr. Roybal?

TOTAL AID FIGURE NOT  YET DE FINI TE

Mr. Roybal. Thank you, Mr. Chairman.
It  appears to me that  the matter of the eventual amount tha t is 

going to be needed by Israel is still up in the air. Under testimony you
* told us th at your request is for $2.2 billion. You sta ted tha t a s tudy 

would be made as to the Israel needs based on losses and that that  in­
formation would be forthcoming to this committee. Since time is of  
the essence, I would like to know how long it is going  to take to get

• tha t information to the  committee.
No. 2, supposing tha t study indicates t ha t the Israelis  were lig ht,  

that they need $2.7 instead of  $2.2 billion or maybe $3 billion, would 
you be prepared to  make a recommendation to th is committee that  $3 
billion, if th at happens to be the figure, be considered?

Mr. Rush. Mr. Roybal, there are various considerations involved. 
One of them is an evaluation of how much damage, how much loss has 
there really been as a result of  hostilities? What  is the replacement, 
cost? How much of the enemy equipment is salvageable and usable by 
the Israelis? How much is needed in the light of what the Soviets 
poured into the Arab countries for Israel to maintain  milita ry 
predominance?

These studies must come forward.
Mr. Roybal. Maintain a balance or predominance?
Mr. Rush. T o me, in th is context, balance is predominance.-------- .
Mr. Roybal. I am glad to know tha t because I thought that  is what 

you really meant.
Mr. Rush. Yes, sir.  We have a very tenuous cease-fire. We do not 

know when this cease-lire might break down, so the figure of $2.2 
billion was a figure we felt represented a realistic approach to not only 
supplying everything that the Israelis need to maintain the military 
capability which they had before and which they will continue to have, 
but to provide also for possible renewal of hostilities duri ngt his  period,

♦ possible breakdown of the cease-fire, which we trust  will not happen.
Our feeling is tha t the $2.2 billion is completely adequate for all de­

mands that  may be needed.
Mr. Roybal. Are we to assume in this committee that  your top figure

* would be $2.2 billion ?
Mr. Rush. Within  the light of any foreseeable circumstances before 

the end of thi s fiscal year, we think that is adequate.
Mr. Clements. Mr. Chairman, I would hasten to emphasize that we 

intend to keep this committee fully informed on a current basis as 
to what our  deliveries are and what our anticipations are. If  we don't 
need that much we are not going to spend it. We are going to  approach 
this very carefully.
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USE OF FU NDS ALREADY OBLIGATED

Mr. Rotbai,. Are you going to also inform the committee as to how 
the $1 billion already obligated was spent ?

Mr. Clements. Yes,sir. Absolutely.
Mr. Roybal. This committee does not at this time have tha t 

information.
Mr. Clements. I know you don’t. I want to quickly add that we do 

not yet have the contract sales documented for the nearly $1 billion. 
I said a while ago to the chairman tha t we actually have in hand the 
contracts for approximately $700 million, more or less. The commit­
ments that we have on the approved list are not yet fully documented.

I would suspect that  if  we audited the account righ t now, we could 
supply support ing papers for only about $075 million worth of what 
has been sent. We could come forward with that, and tha t is what I 
intend to say. We would keep you currently up to date as we do the  
paperwork.

Mr. Roybal. That would mean the authorizing committee, the Com­
mittee on Foreign Affairs, would also be informed?

Mr. Rush. Yes, sir.
Mr. RoyBai,. The amount that you have requested from them to be 

authorized, $2.2 billion ?
Mr. Clements. Yes, sir.
ATr. Roybal. You are requesting the same amount from the A ppro­

priations Committee ?
Afr. Clements. Yes, sir.
Mr. Roybal. I have been around the Appropriations Committee 

long enough to know there is always a reduction.
Mr. Clements. I  sincerely hope not in this instance.

LEGISLATIVE  process time consuming

Mr. Roybal. That  is why it is so important that  you get these 
studies and this information to this committee to justi fv the full 
amount of $2.2 billion. Tf it is not done, we are going to  have some 
problems in this committee since, again, if  I mav repeat, we come out 
with an amount tha t is less than the authorizing  amount to begin with.

Mr. R ush. I think, Mr. Roybal, we have a somewhat unique situa­
tion here of a specific country with specific needs, with specific losses, 
and bv keeping the committee fully informed and pointing out, T 
trust, the uncertainties in the situation, we will justify in your mind 
the $2.2 billion.

Mr. Roybal. Mv big concern is that  time is of the essence. I  under­
stand the author izing committee has finally reached some kind of 
agreement. The authorizing committee has not even had a hearing on 
the $2.2 billion.

Mr. Rush. Yes, sir.
Mr. Roybal. You are coming to the Appropriations Committee fiist. 

1 am just afra id things won’t be done soon enough, studies and every­
thin g needed, to have this done and pass the House within the next 
few days. By that T mean, as soon as we get back from the Thanksgiv­
ing vacation.

Mr. Rush. Th at is a legitimate  concern. As Secretary Clements said, 
we do have in our authorizat ion now the right to sell to Israel on 120-
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days’ payment. We have the 120-days billing under which we are now 
selling, and we will supply what we can of that.

Mr. Roybal. Is that over and above the $1 billion already obligated ? 
Mr. Rush. Also under the 120-day payment provision. E verything 

is under the 120-day payment provision ol the Foreign Military Sales 
Act.

EXPEDITING All)  APPROPRIATION

Mr. Passman. Would the gentleman yield ?
Earl ier today it was testified that you don't know what you may 

need. It  is a rough estimate. You may need $1.3 billion, maybe $1.7 
billion, maybe $2.5 billion.

Mr. Rush. Yes, sir.
Mr. P assman. There may be plenty of justification for making cuts. 

Again, there may not be. It all depends on the evaluation tha t you 
develop.

AUDIT OF AID REQUIREMENTS TO BE KEPT CURRENT

Mr. Clements. I want to  emphasize once more, these arc estimates. 
They are not definitive numbers. I am not going to come before you 
telling you that, we know exactly what we are doing here down to that  
last dollar  or tha t last $1 million—we don’t yet know.

Mr. Roybal. I understand that . But we have established the ceiling 
is $2.2 billion?

Mr. Clements. That is correct.
Mr. Roybal. As long as we have established that.
Mr. Clement. We will have a complex audit tria l tha t will jus tify 

and keep you current on what we are doing.
Mr. Passman. You are testify ing for $2.2 billion. The members of 

this committee may feel $2.2 billion is not sufficient. There may be 
amendments in this committee and the full committee to  raise it to 
$3 billion. That is why we want you to be completely accurate in 
pinpointing this so this committee can be responsive.

Mr. Rooney. We should have that information and the details we 
are talk ing about before we mark up this request. I am sure every­
body realizes tha t on your side of the table. Give us tha t information 
and we. will do every thing that  we can to cooperate.

Mr. Rush. Thank you, Mr. Rooney.
Mr. Passman. Mr. Roybal ?
Mr. Roybal. I am finished.
Mr. Long. I have one question. Several references were made here 

to the Thanksgiving recess. I s there anyth ing in that  recess that will 
hold up  deliveries of  equipment and supplies to Israel?

Mr. Rush. Nothing.
Mr. Long. Thank you very much.

PREVENTING POSSIBILITY OF ISRAELI DEFAULT

Mr. P assman. The facts are, a large portion of i t is in the past-due 
category. What would prevent you from extending another 120 days' 
credit ? Could this go on and on ?
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Mr. Rush. R ight. Israel would be in default at the  end of 120 days.
Mr. Passman. Why?
Mr. Conte. Cambodia ?
Mr. Clements. No; Mr. Chairman, we in 1)01) do not agree with 

this, we would not put ourselves in the position of having this  country in default, if in our judgment, they cannot pay. We would not adopt 
the impossible posture of continuing  to let them have lite rally tens of 
millions of dollars worth of equipment for which we knew in all good 
faith  they couldn 't pay for. The Congress can make this judgment but we are not going to do that.

Mr. P assman. Mr. Secretary, you already obligated $1 billion?
Mr. Clements. Yes, sir, our current estimate of what has been or is 

in the process of being delivered is upward of $1 billion.
Mr. Passman. Time is moving along now. Some of it is 4 and 5 weeks old ?
Mr. Clements. Yes. sir.
Mr. P assman. Until this bill is passed, they don't have funds to pay 

the. billion dollars. That is not going to prevent you from cont inuing to make deliveries, is it ?
Mr. Clements. For  a reasonable period of time.
Mr. P assman. I want to make it clear tha t you are going to have to 

permit some of it to he in a past-due sta tus if this  hill has not passed 
and monev is not provided ?

Air. Cl e.ments. Fortunately, that period is beyond the first of  the year. If  we get beyond the first of the year  and it becomes a fac t that 
they are in default, then we in DOl) are going to be right back in here and saying to you, ‘‘This must he your responsibility.”

Mr. Rush. Mr. Chairman, mav I make this statement ? I don't want this committee to be apprehensive about Israel's external debt of $4 
billion. They did have very substantial reserves prior  to the out­
break o f hostilities. They were a t an alltime high. While this is by no means desirable according to the pre-war estimate, they do have 
money to pay if they had to for the amount already delivered. This is a pure statement o f fact. I am stating what is the case.

Mr. Passman. Mr. Coughlin?

president will determine type oe AID
Mr. Coughlin. Thank you, Mr. Chairman.
I agree with the  other members of the committee on the need for the 

aid to Israel. I  am somewhat confused by the figures however. As I un­
derstand it, you are going to provide us with more justification of the total requirements?

Mr. Rush. Yes, sir.
Mr. Coughlin. Will you provide us with a breakdown of how much will bo in direct grants assistance and how much in foreign sales?
Mr. Rush. No ; Mr. Coughlin, the President has, under the bill, until .Tune 30 to decide how much will be in grant aid. Our intention is to 

have it in all FMS from the beginning. When we see the picture, the 
President will then determine how much is grant  a id and how much is 
FMS. With the 120-dav billing and with the leeway we have, he can then adap t it to  either FMS or gran t aid or both.

Mr. Coughlin. The entire $2.2 billion might he in grant aid?
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Mr. Rush. It  might all be gran t aid.
Mr. Coughlin. How much-----
Mr. Rush. I t could all s tar t as FMS and then we would determine 

how much would be grant aid.
Mr. P assman. Mr. Coughlin , you would have to have legislation to 

determine that. I f this  committee should decide $2.2 billion is on a loan 
basis, how are you going to circumvent that ?

Mr. Rush. The bill provides-----
Mr. Passman. What bill ?
Mr. Rush. The bill-----
Mr. Passman. This committee has the right.
Mr. R ush. That  is exactly right. I am interpreting our dra ft, not 

the bill.
Mr. Passman. Tha t is different.

* Mr. Coughlin. From this Congressman’s standpoint it would be 
helpful to have some idea of how much of this  is going to end up 
being credit sales and how much will be ou tright grants.

Mr. Rush. Mr. Coughlin, we cannot at this point determine-----
Mr. Coughlin. In the  foreseeable future  ?
Mr. Rush. I think  and strongly urge this committee to consider 

favorably our request, that the President be given the author ity to 
determine up to June  30 how much will be FMS  and how much will 
be errant aid to give the flexibility we are ta lking about.

Mr. Shriver. A blank check ?
Mr. Rush. A blank check in the sense of whether it will be FMS 

or grant aid. Not really blank, because we would certainly consult 
with this committee and talk  to the committee before any decision 
would be made by the President.

NEED FOR AID SPECIFICA TIO NS STRESSED

Mr. P assman. I f the distinguished gentleman would yield. Give us 
some indication in advance o f markup of this bill what par t you rec­
ommend would be in the gran t category and what pa rt will be in a 
loan category?

Mr. Rooney. Tha t information is elementary as a preliminary to 
the markup. You have a favorable committee. We want to go along 
with you, but you have to give us something to hang our hat  on.

Mr. Clements. If  you look a t it in the spir it that  here is a very 
small country with limited resources, with all their  internal domestic 
problems, as opposed to the military hardware, and you are in the

♦ spir it of saying, “We will make it drain, if you make part  FMS or 
give us par t to make FMS and recoup whatever we have,” you are 
just that much ahead.

•  CAMBODIAN AID TO BE IN  GRA NT FORM

Mr. Coughlin. Could I ask the same question on the aid to Cambo­
dia so we get some estimate? Is th at all FMS or is i t g rant aid?

Mr. Rush. All grant  aid.
Mr. Coughlin. Will it continue to be ?
Mr. Rush. Yes, sir. They cannot pay. They do not have the money 

to pay.
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USE  OF PRIVATE AID FUND S FOR ISRAEL

Mr. Cougiilin, The third question, coming back to Israel: As you indicated, the Israeli s aim to raise $1.9 billion from private sources.Is there any indication how much of tha t might  be applied to these purchases?
Mr. Rush. Mr. Coughlin, tha t is to be raised to $674 million. This is their  aim. They raised something over $600 million of that as of now in cash and pledges. This covers thei r needs for thei r damage to their  economy, rehabilita tion of whatever has been damaged, and all the needs they may have. I t is premature for us to be able to say just how that  will be used. They have this very heavy debt outstanding, $4 b il­lion, and they now owe to us under past FMS credits, $1.2 billion. They are very heavily obligated.
Mr. Coughlin. Thank  you, Mr. Chairman. *Mr. P assman. Mr. Bevill ?

FACTORS AFFECTING  ASSES SMENT OF AID

Mr. Bevill. Thank you, Mr. Chairman.
Secretary Rush, as I understand the situation, the $2.2 billion that you are requesting actually is the best estimate that the Department can come up with at this time ?
Mr. Rush. Yes, sir.
Mr. Bevtll. Depending on two major unknown factors. That is. how much the Russians are going to continue to supply to possibly upset the maintenance of the balance of  power, and also the amount of damages that  have been done, which you will know shortly. Those a re the two main factors ?
Mr. Rush. Yes, sir.
Mr. Bevill. It  is possible tha t this figure would increase or decrease but you have got to act on it now ?
Mr. Rush. We do not think it will increase, Mr. Bevill. We think we have enough leeway to provide for the two factors you mentioned phis the factor of, I hope the  improbable factor, of a possible renewal of hostilities.
Mr. Bevill. When you get the report---------you are going to advisethis committee of the amount of those damages?
Mr. Rush. Yes, sir.
Mr. Bevill. You are going to keep this committee advised on the situation as time goes along. And I  understand you to say if there are any funds left, if you do not use the $2.2 billion, this fact will be re- ,ported to the committee?
Mr. Rush. Yes, sir.
Mr. Bevill. What will be done with tha t money?
Mr. R ush. Th at money would be unspent and revert at the end of 4the year.
Mr. Bevill. To the Treasury ?
Mr. Rush. Yes, sir.
Mr. Bevill. Thank you.
Mr. P assman. Mr. Roush ?
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PRELIMINARY BREAKDOWN OF ISRAELI REQUEST

Mr.  Roush. Mr.  Ch air ma n, first  I want to make it  c lea r t hat  I sym­
pa thi ze  wi th Isr ae l bu t I have to say 1 fe lt complete frus trat io n as 
I  sat  th roug h th is he ar ing th is  aft ern oon. As  I underst and it, you 
can not sup ply  us wi th a breakd own of the  $1 bil lion th at  has  a lre ady 
been g iven  to Isr ael.

Mr.  Rush. I  th ink we can at  the  end of th is week.
Mr. Roush. W e have heari ng s now. You can not do th at  then .
Mr. ( 'lements . May I in te rr up t ' We can. It  is not  a de fini tive  break ­

down. I f  you want to know the nu mbers  of ta nk s, number s of  airpla nes, 
tons of amm uni tion, we can g ive you those  things. I t is no t a m oni tored,  
audit ed , definitively  pri ced-o ut brea kdown.  That  is wh at  I th ou gh t 
you were  ask ing  for.

Mr. Roush. I ga thered  th at  you were not able  to supp ly thi s, from 
questio ns asked.

I ask,  Mi-. Ch air ma n, it be supplied fo r t he  record .
Mr. P assman. I s th is  class ified?
Mr. Clements. Sec ret.  Le t the gen tlem an fro m In di an a look a t it.
Mr. R ousii. You can not  tel l us how you ar riv ed  at  the  $2.2 bi llion, 

exc ept  you can tell  us th at  it  includes the $1 bill ion .
Mr. Clements. T o th e c on tra ry , we can tell you th at .
Mr. Rousii. Mr.  Se cre tar y, you told us a while  ago , you cou ldn ’t.
Mr . Clements. No. I said in detai l and  in def init ive form . W ha t we 

hav e h ere is a  li st from Isr ae l in a t otal  a mount of $2.75 bi llion wo rth  
of equ ipm ent  th at  they  have  said “We would like  to hav e.’’ Some  of 
thi s eq uipment th ey hav e never  had before and  re pre sen ts new sop his ti­
cated w ea po n---------. Th ere fore,  we took  th at  $2.7 bill ion , pulled it
back down to con form wi th  the  weapon systems  they  have in hand , 
ad jus ted  the  num ber , and came up with $2.2 bi llion. We can give  you 
those  figures but they  are  not  monito red  and the y are  no t aud ited.

Mr. Ro usi i. Mr. Secre tar y, I have  o nly been on th e App ro pr ia tio ns  
Com mitt ee fo r 3 years  but in eve ry he ar ing th at I have sa t th roug h,  
the  peop le who come up  to ju st ify  a requ est are  able  to give us those 
def init ive figures. They are  able to tell  us wh at th is  money is going  
to be spent for.  We have every symp ath y wi th Isr ael bu t we h ave  an 
obligation, it seems to me, to know how th is  money is g oin g to  be spent. 
You are  not wi lling  to  tell  us how much  of thi s is g ra nt a id,  how much 
is in the  form  of  cred it sales. Not only  can you not  do t ha t, bu t you 
ap pa rent ly  are not  wi lling  to, unles s the  pre ssu res  which  hav e been 
sta ted  here by m embers of th is comm ittee  have some effect. I hop e the y 
do. It  is going to make it very difficult fo r those------

Mr. P assman. I th in k th at  I have to  assume the res ponsibi lity  for 
the  p osi tion we find ourse lves  in. It  was my un de rs tand ing tha t you do 
have  it by item r ig ht  down to  the  numb er of  guns.

Mr . Clements. W e do.
Mr. P assman. You are  go ing  to dele te ce rta in  items  and you  are 

no t able to say which ones you wil l delete  at  th is  tim e un til  the  
complete eva lua tion  is finished. The se are  to p secret. Th is is one 
reason why we wanted to have an executive sess ion.
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If  it is permissible, I would like to pass th is sheet alo ng to the  
gentleman from India na so that he can see that you told us the number 
of pis tol s being supplie d.

Mr. Clements . Th at  is r igh t.

PRESSURE TO OBTAIN FULL JUSTIFICATIO N

Mr. Roush . Mr. Chairma n, I  am only  s ta tin g my frus tra tio n in tr y ­
ing  to lie a responsible mem ber of  the  Ap prop ria tio ns  Committee. 
These are  frus trat ions  with  me because I  th ink th at  we h ave  to know 
these  thi ngs, and  I  get  the  imp ress ion th at  the  witnesses—an d the re 
are  18 of them here , Mr. Ch air ma n, who come to  back  thes e people  
up—1 hav e the  impression th at  we are  being asked  to do som eth ing  
wi tho ut the jus tificat ion .

Mr. P assman. I t  is my faul t. They did  submit  thi s inf orm ation . 
Ev er ythi ng  you asked f or  is on th is  sheet.

Mr. Roush . No t quite , Air. Ch air ma n, eve rything. I also asked 
abo ut how m uch is grant  aid a nd------

Mr. P assman. Th is committee will  determ ine  that . They are not 
in pos ition to det erm ine  that.  We gave  these people only 24 hours ’ 
notice to  come befo re t his  committee.

Mr. Roush . Mr. Sec reta ry,  I  m ust ask th is  qu es tio n: The Pres iden t's  
reques t came on October 23. It  was fo r $2.2 b illion. A grea t deal has 
hap pen ed since th at date . Have the  e ven ts of the  past  3 weeks  affected 
your reques t here? At the  tim e, Oc tober 23, the  war was in full 
swing. Th ere  was not  rea lly  a pro spe ct of sett lement , and  now we 
have a sett lement . Are  you pe rsi sti ng  in  your  request  fo r $2.2 billion ?

Mr. Clements. Yes. We fel t it was th e des ire of the  Congres s that 
we come befo re you as soon as possible since we were de liv eri ng  nearly 
a billion dolla rs of  FM S and  hav e you in on the  consider ation at the 
ear liest possible moment. So we ca refu lly  f igured out what we thou gh t 
it would be t o th e best o f our ab ili ty.  W e came up with the  $2.2 b illion,  
which obviously  is not a prec ise figure down to  every nu t and  bolt 
or every  gun.  I t  is ou r very bes t estimate. We could have  waited 
unt il we saw what happen ed,  u nt il we ha d a f ar  be tte r appro xim ation , 
and the n come in. We felt  th at  Con gress wan ted us to  come in ear ly 
so th at  you would have some concept of  the  ma gnitude  of  what we 
were ta lk in g about. We worked closely and  gave  you all the in form a­
tion we ha d. W e worked  toge ther  on th is b ill.

Mr. Rousit. Th e estimate th at  you sub mi tted was on the  bas is of a 
wa r which was in a c ontinuing stag e, was  i t not,  M r. Secre tary?

Mr. Rus h. The estimate we sub mi tted was on the  basi s of the  fact 
th at  a cease-fire  was imm inen t. We hoped the re would not be a nv fu r­
th er  fighting  of  any consequence. We did  not know fu lly  bu t had  a 
very good idea of  the des tructio n th at  took place  on the  Isr ae li side. 
We  obviously  d id  not then  hav e fu ll inf orma tio n with  reg ard  to wha t 
might be sa lvag eable. We f elt  i t was only fa ir  to  the Congress and we 
fe lt it was in the sp iri t of wh at the Congress wan ted  to come in as 
soon as we co uld wi th the bes t f igure we had to let you know  where we 
stood. T hi s is  wha t we did.

Mr. Roush . Th an k you. Air. Secre tary.
Air. C ha irm an , my t ime  is up.
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COMPLETE ASSESSMENT NOT YET POSSIBLE

Mr. Clements. I wan t to say  som eth ing  to the  Con gressman, if  I 
may . I  am  very  sym pat het ic to yo ur  frus tra tio n.  I  wo uld equ ally  ap pr e­
cia te it if  you could be s ym pathe tic  to  our  f ru st ra tio ns  because  people  
ove r the re in PO I)  and in the  mili ta ry  services have ju st  perfo rmed 
magnificently . Some of those people have  been wo rking  as long as 2 
and 3 da ys a t a t ime with ha rd ly  any sleep. Alm ost every few m inutes  
we g et a message  which changes what the req uir em ents are. You mu st 
rem emb er those  people  a re fig ht ing a war.  We are  h an dl ing th is  on an 
eme rgency basis. For  us to sit  down here in a def init ive  manne r and  
tell you how all th at  $2.2 bil lion is g oin g to be s pent is beyond our re­
sources at  t hi s time. We  cann ot now do this.

I wou ld sug ges t th at  there is no way th is  com mit tee could do it.
* Th ere  is no way an ybo dy can  now do it. We wou ld like some symp ath y 

fo r wh at we are  tr yi ng  to do.
Mr.  Rousii. I am symp ath eti c b ut  no t wi lling  to  w rit e a blan k check 

ei ther  to the  State  Dep ar tm en t or  to the  Def ense Dep ar tm en t or  to
* the  executive b ran ch of  th is  Go vernment .

Mr.  R us h. I un de rst an d th at , M r. Roush.
I un de rst and thi s, and we ce rta inly  hope  to wo rk with you to the  

fu lle st e xte nt th at  we can.
Mr.  R ou sn . T ha nk  you.
Mr.  Chairma n.

PREPARATION FOR HEARING MINIM AL

Ad mira l Moorer. Mr. Rou sh,  you made the  po in t th at heretofo re 
eve ry tim e you ha d ap prop ria tio ns  hearings the witnesses  knew exactly  
wh at to say  and  how to  ju st ify  it. Some, if  no t all , of  t hes e hearings 
have been under con sidera tion fo r a year or more.  Th is pa rt icul ar  r e­
ques t was p ut  tog eth er in a dyn amic situ ation . The Israel is  were sub ­
mitt ing a series of  requests. We di dn ’t ge t th is all in one package. 
About  t he time  we s tarte d working  on one package, they c han ged  th ei r 
pr io rit ies and  came in with anoth er  package. We h ave been ad ding  to  
the  requests , and  th is is whv  Mr.  Clemen ts made the  po int th at  the  
req uir ement s a re ch angin g. The d eltas are  chan gin g in  d iffere nt places, 
and the  Isr ae lis  have  asked fo r diff erent kin ds of  wea pons systems. 
We jus t have not caug ht  u p with it. The  dat e th at  you mentio ned  was 
at the  tim e of the cease-fi re, when the  expend itu res  stopped.  Th at  is 
when we tho ught we cou ld make  a good est imate  of  how much was

* necessary to r eplace the  equipment.

AU ' request presented on illu strativ e basis

„ Mr. P assman. May I make th is observa tion  before  I yie ld to Mr.
Yates.

Mr. Roush is one of the  ve ry valuab le mem bers  o f th is  subcommittee, 
li e  is determ ined, able,  and a grea t in terro ga tor. Of  course, a lot of 
th is  is my fau lt because  we alw ays  assume th at  new members  of the  
committ ee underst and the  w ay A ID  opera tes.  All  foreign aid  is on an 
ill us tra tiv e basis. From  the incept ion  of  th is prog ram the  money has 
been p rov ided on an il lu str at ive bas is.
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Tha t is the  way it opera tes . I failed to make th at  clear to the  new 
mem bers  of the  committee.

You can ju sti fy  money for a hospita l in Gu ate ma la and build  a 
sum mer re sor t in  Morocco a nd  be within the  law. It  is a n unusual  com­
mit tee , a nd my apologies for not br inging  thi s out ear lie r. Tha t is the  
wav thi s pr ogram  operat es.

RE QU ESTE D AID TO GO  OX LY  TO ISRA EL

Mr. Long. Wou ld the  ch airman yield  on th at  question of illus tra tiv e 
bud gets? Wil l any  o f thi s money we th ink we a re voting for Isr ael be 
give n to  some othe r co untry  ?

Mr. P assman. No. Thi s is separate . We arc  w rit ing a separa te cha pter  
in the  bill. We are going to have  a sep ara te ch ap ter in the bill , if  you 
support  me, speci fying  wha t am oun t will  go to I sra el.  *

SU PPLEM EN TA L FO It DOI) NO T YE T RE QU ESTE D

Mr.  Yates?  *
Mr.  Y ates. Th an k you.
Mr. Sec retary , how much  has our  int erv ention in the  Israel i wa r 

cost us to da te?
Mr. Rus h. U s ?
Mr.  Y ates. The  Unit ed S tate s.
Mr. Rush. Th e bill ion do lla rs that  1 men tioned. It  has cost us th at  

in te rms of  FMS.
Mr. Yates. Is  the  DOT) ask ing  for  an addit ion al $3 bill ion in its 

budget?
Air. Rus h. The cost of  the  DOI). Secre tary Clemen ts can add ress 

th at .
Air. Clements. I am so rry , there  were noises.
Air. Yates. I had asked  the  question as to how much the  Alideast 

wa r was costing. I  had  seen in the new spapers a sto ry  to  the effect that  
the De partm ent of  Defense was going  to ask fo r an add itio nal $3 
bil lion as a res ult  of  our sen din g aid to Israel . Is  th at  sto rv corr ect?

ATr. Clements. N o, s ir;  th at  is not correc t. Ce rta inly ou r assis tance 
an d the  d raw down of some of  our stocks will lx' a co ntr ibuti ng  fac tor  
to  any  sup plementa l, if and when we decide to reques t one. Th is has  
no t been decided yet. Tha t may  not be too good an ans wer bu t it is th e 
tr uth , because we have not made a decision about a supp lem ental.

Mr. Yates. The reason I ask the  question is because o f the tes timony  
to  the  effect th at  $1 bil lion had been given to the Isr ae li Gover nm ent  *
fo r the  war. On the  basis of wha t you are  sayin g now. is it possible 
it may be more?

Mr.  ( 'lements. Air. Congressman, I do n’t remember that  we said 
th at we ha d given I sra el $1 b illion. *•

Air. Y ates. You are  absolut ely rig ht . I don’t mean given.  I mean 
furni shed  assi stance the  cost of which is $1 b illion.  I tho ught the Sec­
re ta ry  test ified  to th at  ?

Air. C lements. Yes, sir.  At thi s poin t we a re com mit ted to ap prox i­
ma tely $1 billion un de r the  auspices of foreig n mili ta ry  sales. Th at  is 
the way eve rything  has  been handled to da te.
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FM S RE PAYM EN T TERMS
Mr. Yates. Right.
Can you tell us what the terms for repayment are for foreign mili­

tary sales?
Mr. Clements. The current sales to Israel  are for cash with pay­

ment to be made within 120 days a fter  delivery of the defense articles.
Mr. Yates. Cash sale ?
Mr. Clements. 120-day billing terms. It  is on the basis of cash, or, 

in case cash is not forthcoming, on a sa tisfactory credit arrangement.
Mr. Yates. What is the longest term credit tha t is given to any 

country ?
Mr. Clements. I th ink in some instances—let me check if you don’t 

mind—under the FMS Act, the repayment period cannot exceed 10 
years. Under the Jackson amendment, which was solely for Israel, 
we made an exception. It  was for 25 years. This was in 1971.

Mr. Yates. May a credit  sale under the requested appropria tion be 
for 25 years ?

Mr. Rush. Yes.
Mr. Yates. For the full amount ?
Mr. Rush. Yes, sir.
Mr. Yates. If that  is the committee’s wish ?
Mr. Rush. Yes, sir.
Mr. Yates. Have you come to any decision a t a ll whether it should 

be in cash or credit ?
Is there an administration position on this?
Mr. Rush. We have not come to tha t decision. We realize that much 

of it will be gran t aid.

LOCATION OF IS R A El/s BORDERS KE Y TO DEFENSE

Mr. Yates. OK. I  would like to ask Admiral Moorer a question.
Admiral, in your opinion, were the  pre-1967 borders of Israel de­

fensible borders for that nation ?
Admiral Moorer. Fir st, we should address the Golan Heights. I 

think  it would be very difficult to defend without them. The Israelis 
would have to keep a large force on continuous alert  with the old 
borders. The situation was such that  the Syrians  could shell the vil­
lages from the Heights. That  is the reason the Israel is pushed them 
back, so this couldn't happen.

Mr. Rooney. They killed so many fishermen in the lake-----
Admiral Moorer. Yes, sir.
Mr. Rooney [continuing]. They had no alterna tive but to get rid 

of that  situation.
Admiral Moorer. --------. In the Sinai, here again what the Israelis

are concerned about and have lieen concerned about is warning time. 
In other words, they seek a buffer zone in the  Sinai so they cannot be 
surprised.

Mr. Yates. Suppose the Syrians had still occupied the Golan Heights 
and the Egyptians  had occupied the entire Sinai Desert at the time 
this  war had broken out? Israel did not engage in a preemptive strike 
but permitted the Arab nations to have the initia tive and to attack first 
as they did  when this war broke out. Would Israel have suffered great  
damage?
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Ad mi ral  Moorer. Yes, sir. You arc  spe culat ing , and I would specu­
late m ysel f.---------.

Mr. Yates. ---------.
Ad mi ral  Moorer. -------- . Pe rh ap s more th an  any  othe r country ,

they  draw  down fro m thei r civ ilian  po pu la tio n to mobilize. Tw enty- 
five percen t of  th e l abor  force is p ut  i nto un ifo rm  when they mobil ize.

U.S. AND U.S.S.R. SUPPLYING MODERN MATERIEL

Mr. Yates. The newspapers ha ve repo rte d th at  the S oviet U nio n has 
fur nis hed the  var iou s Arab  na tio ns  wi th the lat es t Sov iet mili ta ry  
equ ipm ent , mos t modern equ ipment.  Ha ve  we done the same fo r the  
Israel is?

Admiral  M oorer. I  th ink  to  th e same degre e; yes, si r. Tha t is a  gen­
era l state me nt and th a t does no t mean t hat  the Soviets have  given them 
every modern  weap on th at  they have . I th ink th at  we have  d one  well 
by th e I sra eli s in  terms  of modern weapons .

Mr. Yates. H ave they  requested wea pons we have not g iven them?
Ad mi ral  Moorer. Yes, sir. In  one or  two  cases, we did  not sa tis ify  

thei r r equests, i n l igh t o f the oppos ition. B ut  we have  given the m w eap ­
ons -------- .

Mr. Yates. Were  we surpris ed  by the  excellence of  the  S oviet  weap­
ons as  shown in thi s w ar  ?

Ad mi ral  Moorer. No, sir , I  don’t th in k so.
Mr. Yates. Ha d we known ab out the  SA M missiles?
Admiral  Moorer. Yes. We knew  abo ut th e SA M f> and  how many 

SAM G’s they had . They had , as you  recall, a missile  be lt west of the  
canal. Th ey  liad  a  sig nif icant numb er of  SAM  6’s in  S yr ia.  Of course, 
when one deve lops elec tron ic cou nte rmeas ure s for  a system such  as 
th at , i t is necessary fi rst  to see the sy stem in  ac tio n. -------- .

Mr. M iller. Wou ld t he  gentlem an y ield ?
At  one po int I  understood  two  dif fer ent versions. You ha d asked  

wheth er we were fu rn ishing  Isr ael the  mos t sop his ticated or the best 
weapons. I understood Secre tary Clements  to  s ay he was going  to  ask 
fo r $2,750 bi llion.

Mr. Clements. Yes, si r.
Mr. Miller. You said some of the equip me nt th at  the y hav e asked  

fo r was so ph ist icated ---------. Tha t is w hat I  unders tood.
Admiral  Moorer. Th at  is correct.
Mr. Miller. I  und ers tood Ad mi ral  Mo ore r to say,  “Yes, we had 

furni shed  the  very be st.”
Admiral  Moorer. I  said , as a gen era l sta tem ent and in the  lig ht  of 

the opposit ion . Th e Isr ae lis  have requ ested some of  the  most  modern 
weap ons th at  we have v ery  few  of. Th is is w ha t Air. Clem ents  re ferre d 
t o ---------.

Mr. Yates. He  also said  in response  to my ques tion when  I  asked 
him  wh eth er the Russians  have given the m ost  sophisti cated weapons, 
he. sa id the y were  sa vin g some of the irs , too, and the weapons th at  th e 
Uni ted State s gave were com parable in na tu re  to wh at the Russians  
ha d given.  Is that co rrect?

Ad mira l Moorer. Yes, sir. In  a gen era l sta tem ent, my ans wer was 
yes.
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Mr. Passman. Mr. Yates, please proceed, because you yielded an 
awful lot of time over many meetings. I know tha t you have some 
important questions that you did want to ask.

ISRAELI MATERIEL SUFFICIENT FOR NEEDS

Mr. Clements. I want to comment here, Mr. Congressman. In my 
judgment, and I think  Admiral  Moorer and others in I)OI) would join 
me in this , none of the weapons that we have denied the Israelis have 
in any way hu rt them in their capability to respond to their adversary. 
I don’t believe so.

Mr. Yates. I would hope it would be true , but  I  hope i t would help 
rather than  hurt.

Admiral  Moorer. That is what I meant by “in light  of the opposi-
* tion.”

Mr. Clements. There has not been any negative factor so far as their  
capability to respond.

SOVIET REPLACEMENTS TO THE ARABS

Mr. Yates. Since the cease-fire has gone into effect, the newspapers 
report the Soviet Union has completely restored the military sup­
plies th at were lost in the war. Do you know whether th at is correct?

Admiral Moorer. --------. We do know tha t they have supplied them
large quant ities of weapons. F or instance, they have h ad --------ships
come out of the Black Sea and go to either the Syrian ports or Alex­
andria  in Egypt. --------.

Mr. Yates. I read in the newspapers, as f ar as Syria is concerned, 
the Soviet. Union had given them 1,000 T-62 tanks since the cease­
fire, and tha t Syria was in a much be tter weapons position than  she 
was in prio r to the war.

Admiral Moorer. Well, in terms of modern tanks, they had the 
T-54, T-55, and T-62 at the outset. When the T-54’s and 55’s were 
lost—incidentally, these are the same kind of tanks the Soviets gave 
the North  Vietnamese—the replacements, we think,  were predom­
inantly the T-62’s. This is because probably the Soviets have exhausted 
all their rather old T-54’s and T-55’s. I  don’t think  they are in pro­
duction, whereas the T-62 is. On the other hand, in the actual combat 
between our M-60 and the T-62, with the Israelis, of course, operating 
the M-60, the  M-60 has been a match for the T-62.

Mr. Yates. Suppose the Israeli s were in the T-62?
* Admiral  Moorer. I think it is about the same quality vehicle either 

way.
Israel’s capab ilit y to scrvii’e

« Mr. Yates. The question in my mind is whether we have supplied
the Israelis with the amount of equipment that  would enable them to 
survive in the Middle East. It  is only as a result of what the United 
States has been furnish ing them to offset what the Soviets have been 
giving the Arab  States tha t the Israelis have been able to survive. 
Is that  correct?

Admiral  Moorer. Of course, as Mr. Clements said, we have been the 
only source of equipment for the Israelis during  the current conflict.
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the mom ent the Isr ae lis  c ould  be ove rrun . I say no.

---------. On the  othe r ha nd ------
Mr. Yates. I s that  because of  thei r pos ition str ateg ical ly  o r because of  the weapons?
Ad mira l M oorer. I t is a com bination of  th e fac t th at  we have given 

them good weapons a nd the fac t, as you say, they  a re no t only figh ting  
men, but  hig hly  tra ined  fig hti ng  men. Tha t is one o f the key differences.  The Isr ae lis  cannot------

Mr.  Rooney. And women.
Ad mira l Moorer. Yes, sir.
Mr. Rooney. We had  a deb ate  on allo win g tw o I ra nia n boys  to  go to 

the Nav al Academy at  no  expense to the  Am erican  tax payers.  One of 
the  reasons  advanced to vote aga ins t th is resolutio n was th at  they  di dn ’t 
pe rm it women’s lib in I ra n.

Ad mi ral  Moorer. Were  they ser ious?
Mr.  R ooney. That  is the  reason I am te lli ng  you th at .
Ad mi ral  Moorer. The problem fo r the  Isr ae lis  is t hat  to them, any  

wa r is a  war of surviv al,  w hereas  th e Ar abs can  at tack  and wi thd raw  
and  come back again . This is re all y the problem.

$2 .2 REQUEST DEEMED SUF FICIENT

Mr.  Y ates. The Isr ae lis , as you say, requ ested $2.75 billion in 
equ ipm ent . A: on have lowered  th at  to $2.2. Will the  figure th at you 
agreed  upon pe rm it the Israel is to ma int ain  th ei r str en gth ?

Ad mi ral  Moorer. In my view, yes, s ir. The evalu ation  will  be made 
on the  b asis  of  p rovid ing to them thi s capabi lity which------

Mr.  Y ates. Cap ab ili ty to re ta in  its  stren gth ?
Ad mi ral  Moorer. Yes, sir.
Mr . Yates. I f  it  were  not , it would be like th rowing a dro wn ing  

man 50 feet  away  a rop e 25 fee t lon g ?
Ad mi ral  Moorer. Th at  is rig ht .
Mr. Yates. Than k you.

ARAB MISSILE CAPABILITY

Mr. Chappell . I s the SA M-7 the  ma n-c arr ied  an tiai rc ra ft  gun?
Ad mi ral  Moorer. T ha t is the lit tle  heat seeker. We have a sim ila r 

weapon called Redeye.  The  SA M- 7 was firs t encountered by us in Vi et­
nam  ju st  befo re the  cease-fire agre ement. I t  is a hand-he ld weapon, 
rel ati ve ly shor t range.  The Soviets make thes e th ings  in copious quantiti es.

The Sy ria ns  were rep ort ed to  be f irin g th em in c lus ters a t the  I sraeli  
ai rc ra ft  which were coming down to very low alt itu des, pa rti cu larly  
du ring  th e time  the  I sr ae li ’s were try in g to preven t t he  Sy ria ns  from  
pe ne trat in g into  the Golan He ights because  the  Isr aelis , in fac t, use ai rc ra ft  as a rti lle ry .

In  addit ion  to  the  SA M—6 the  S yrians , as well as th e E gy pt ians , had 
the ZS U-23 , which is a cluste r mac hinegun, and the SA M- 7 to which  you ref err ed .

Mr. Chappell. Were the y effective?
Ad mira l Moorer. They were effective. I  hav e seen several pic tur es of  the  ai rc ra ft  hi t, a n d ---------.
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In the case of the Pliant on, the y------- .
Mr. Chappell. Wha t is the best counter vehicle to this ? 
Admiral  Moorer. --------.

OFFENSIVE  AB ILITY OF ISRAEL IS

Mr. Chappell. Did we furnish something that, was comparable to 
this weapon to the Israelis ? Do we have anything similar?

Admira l Moorer. We have something.
Mr. Chappell. The Redeye?
Admiral Moorer. Yes, sir.
Mr. Chappell. It  does the same thing  ?
Admiral Moorer. Yes, sir.
Mr. Chappell. Did we furnish some of those ?
Admiral  Moorer. No, sir, we did not. The Is raelis did not need the 

Redeye because they had air  superiority.
Mr. Clements. In our judgment we think  our weapon is better than 

the SAM-7.
Mr. Chappell. It  is a heat seeker, too ?
Admira l Moorer. Yes. As I already said to the committee before you 

came in, the Syrian ai rcraft as well as the Egypt ian a ircraft were very
ineffective. As a mat ter of fact, in air-to-air  combat, only --------Israeli
airc raft  were shot down; whereas, the Israelis shot down--------Syrian
and Egyp tian  aircraft.

The Egypt ians and Syrians use the ir tanks  primarily. Fo r defense 
against tanks they use antitank weapons. What I am saying is that the 
Israelis did not have anything like the requirement for surface-to-air 
missiles as did the opposition because of the fact that each side uses 
airc raft  differently.

Mr. Yates. Will the gentleman yield ?
Mr. Chappell. Yes.

AIRC RAFT SUPPORT STILL NECESSARY

Mr. Yates. In view of what Congressman Chappell has been asking 
you and in view of the experience of the Israeli aircr aft in attack ing 
the Egyp tians  and the results of the success of the SAM-6 missile, 
haven’t we almost reached the day when close support  by airc raft  of 
infan try is a thing of the past ?

Admiral Moorer. No, sir. absolutely not.
Mr. Yates. I thought the SAM-6 missiles kept the Israelis away 

from attacking  the Egyptians’ armor ?
Admiral Moorer. You must look at this in terms again of a ttriti on, 

and th is was the case at the outset. Toward the end, the Israel is suc­
ceeded in inactivating  most of the SAM launchers, and consequently, 
their ai rcraft  attrit ion  went down.

Tha t is really the procedure you usually go through in an air 
battle.

For instance, last  winter when we were bombing Hanoi with B-52’s, 
the losses were relatively high at first and then every day they became 
less and less because of the fact we were a t the same time suppressing 
the defense. So I c an't agree with th at supposition.
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SUPERIORITY OF ISRAELI MILITARY

Mr. Clements. In  th e sal ien t th at  was dr ive n across the  canal by 
the  Isr aelis , they obt ained the  com plete ai r supe rio rity Ad mi ral  
Moo rer is t alking  a bout by suppres sin g the  missi les, and  for the  res t 
of the  tim e the y en larged th at  sa lient and occupied the  pos ition of 
adv ant age  the y did  th roug h th ei r ai r sup eri ori ty.

They ha d absolute co ntro l o f the ai r ov er t ha t west bank  sa lien t.
Mr. Chappell . Y ou are  developing th e A-10  fo r close gro und sup­

po rt ; th at  is th e purpo se of th at  ai rc ra ft?
Mr. Clements . Tha t is rig ht .
Mr. C iiappell. W ha t is its sta tus?
Mr. Clements. I t  is moving forw ard .
Ad mi ral  Moorer. W ith  th at  ai rc ra ft  we can  tes t and  refine  and 

so on. Mr. Clem ents  h as  set u p dev elop ment milestone s and  it is mov­
ing  righ t along.

Mr. Chapp ell . You d idn’t have an ything  you fur nis hed the  Isra el is 
that  would t es t t his  ty pe  of  approa ch, d id you?

Mr. Clements. No, sir , we di dn ’t because the  A-10 to which you 
ref er  has gone th roug h the pro tot ype stage, and  we are  now in the  
limited  developmen t stage. We will end up with somewhere between 
fi and 10 planes , which we will tak e throug h anoth er eva lua tion 
befo re we go into full -sca le pro duc tion.

So we are not  rea lly  at th at  po int vet.
I  would comment, Congres sma n Yates , th at  the  prom inence of the  

Isr ae lis  in th is wa r has certa inl y proved  th at our  weapon  systems 
gen era lly were of a quali ty th at  is supe rio r to the  Sov iets ’, and it 
fu rthe r proved  th at  the quali ty of  Isr ae li personnel is fa r superio r 
to th at  of th ei r opponents.

So you combine, the quali ty of  th ei r personnel with  the advanta ge 
of quali ty of  weapon systems th at  we furni shed  them, and they  ac tu­
ally  s tarte d off on at leas t a 3 -fo r-l  disadvan tag e so f ar  a s s hee r num­
bers  o f weapons were concerned, and  yet the y did  a be au tiful job. 

SUPE RIOR  AIRC RAFT PRODUCED

Mr. Yates. W ha t doe= a Phan tom  cost? When you sell a Ph an tom 
to the Is rae li,  wha t does it cost?

Mr. B us h. $4.3 milli on.
Mr. Yates. Th is differs from  the  F- 14  and F-15 , doesn’t it?
Mr. Bus h. Th at  is r igh t.
Mr. Yates. They are  go in gt ob e about $15 mill ion  ?
Mr. Clements. No t exactly. Th e lat es t buy  will have a u ni t cost of 

som eth ing  like  $11 mill ion  or$1 2m ill ion .
Ad mi ral  Moorer. I  po int  out  th at we bo ug ht  4,000 Ph an toms  and  

we a re autho rized  about 184 F-14 ’s and  77 F -1 5’s ri gh t now.
Mr. Clements. I  would  po int  ou t th a t th e mission  here is complete ly 

diff erent, and the  capab ili ty  of  the F- 14  is f ar superio r to  the  F -4 , a nd 
th at  k ind  o f a factor  wm dd be eo nivalent to a 4 fo r 1 fac tor .

In  oth er words, one F-14 , so f ar as effectiveness  is  concerned,  is the  
equ iva len t o f about four  Ph antoms. So it  is a  very cost effective w eapon 
if  you ju st measure  i t by  dolla r costs alone.

Mr. Yates. Ca n’t t he  F- 14  lw sh ot down as an F 4 was?
Mr. Clements . Th e 14 or 15 ?
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Mr. Yates. Either .
Mr. Clements. Be what?
Mr. Yates. Shot down by the infantryman with the SA-7?
Mr. Clements. If  i t gets  close enough and under the right circum­

stances and the right guy is firing the SA-7 missile, it conceivably 
can be. But I would i>oint out to you, sir, there are countermeasures 
that can be taken.

AIRC RAFT REDESIGN NECESSARY

Mr. Miller. Speaking of the A-10,-------- .
Admiral Moorer. That  is what I was referr ing to when I said--------.
Mr. Miller. I s it being done on any other fighter ?
Admiral Moorer.-------- .

limitation of fms repayment terms

Mr. Yates. Does the exist ing legislation permit the Congress or the 
executive branch to set the time for payment under foreign milita ry 
credit sales?

Mr. Bush. Yes.
Mr. Y ates. Can you make it as long as you want?
Mr. Clements. Ten years would lie the normal maximum term under 

the Foreign Military Sales Act, but we said tha t Senator Jackson’s 
amendment on the  DOD Appro priation Authorization Act for fiscal 
year 1971 was open ended on payment terms and we extended a 25- 
vear credit to Israel under that law.

Mr. Yates. Is tha t still operative or operative only for that par­
ticular year?

Mr. Kush. Let me answer your question.
It  is not 10 years. The bill as we have draf ted it allows the Pres i­

dent to set the terms himself. So he can give whatever terms are 
needed.

Mr. Yates. May I  have an answer to  my other question?
Was the Jackson amendment applicable only to the purchases for 

tha t year or still operative for future purchases ?
Mr. Clements. The  author ization  is stil l on the book b ut it is not 

being used at the moment.
Mr. Yates. Can it be used? It  is on the book. Is it usable?
Admiral Moorer. There is an authorizat ion, but no appropriations 

are available.
Mr. Yates. If  there is an authorization the Appropria tions  Com­

mittee can use it then.
Mr. Kusii. If we have the appropriat ions, yes.
Mr. Yates. Thank you, sir.
Mr. Passman. Thank you, Mr. Yates and Mr. Miller.

FU ND S AVAILABLE TO ISRAEL

Mr. P assman. Could you please tell the committee, Mr. (dements, 
what funds are presently available to supply equipment to Israel and 
in what amounts?

Mr. Clements. Under the “quarterly rate ” restriction  of the con­
tinuing resolution, $100 million could be made available for FMS 
credits to Israel by postponing credits for other countries. No other
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funds are presently available to supply equipment to Israel on or after  October 6, 1973. While approximate ly $220 million of fiscal year 1973 and prior  credits  remained undisbursed as of September 30, 1973, all of this  was committed to purchases made by Israel prior  to June  30.1973.
Mr. P assman. What funds have been allocated to Israel under the continuing resolution?
Mr. Clements. No funds have yet been allocated to Israel under con­tinuing resolution authority.

UNDELIVERED BALANCE

Mr. Passman. What is the undelivered balance presently credited to Israel ? Please break that down into cash and credit sales totals.
Mr. Clements. Approximate ly $720 million was undelivered to *Israel as of October 6,1973. Of th at amount, $220 million was financed from credit and $500 million was financed under cash sales procedures.Mr. Passman. Is it correct to say that the United States is now only providing cash and credit sales to Israel and no grants  have yet been *made ?
Mr. Clements. Yes. This is a correct statement.

FISCAL YEAR 19 74  FUNDS FOR ISRAEL

Mr. P assman. "What are the total funds you have obligated in fiscal year 1974 for Israel? Please break that  down into cash and credit sales totals.
Mr. Clements. No funds have been obligated in fiscal year 1974 for Israel. The USG has sold defense articles and services to  Israel totaling $228 million prior  to the outbreak of hostilities. Since the outbreak of hostilities on October 6, 1973, upward of $1 billion of defense articles and services have been approved for sale to Israel.Payment  for items sold since October 6, 1973, are in accordance with the terms of the letters of offer and acceptance which provide for payment 120 days after delivery.

AUTHORIZATION USED

Mr. P assman. I s the authority you have used to make these obliga­tions section 21 of the Foreign Milita ry Sales Act where a cash sale can be made to  a country and they have up to 120 days to pay for the sales?
Mr. Clements. Tha t is correct.

NEED FOR PROMPT ACTION

Mr. Passman. I s it the intention of the administra tion to use the ‘funds requested by this budget amendment to provide Israel with the funds to pay for these cash sales ?
Mr. Rush. Yes.
Mr. P assman. Since you have this 120 day cash authority, the Con­gress does not have to rush through with this request, is tha t correct ?Mr. Rush. We recognize that the Congress must give careful con­sideration to a matter of this importance. We arc hopeful, however,
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pr om pt  acti on will  be possib le. The Isr ae li ob ligation  to us is large 
an d poses serious u ncert ain tie s in Isr ae li fiscal pl an ning  as  well as our 
own.

ISRA El /s ECONOMIC CONDITION

Mr.  P assman. W hat is Is ra el ’s recent  economic con dit ion  and wh at 
is the  balance  of he r foreign  exchang e account?

Mr. R ush. T he Yorn K ip pur wa r caused a big  reduct ion  in Isr ae li 
indu str ial  pro duc tion as much of  the manpo wer (25-30 percen t of  th e 
labor force)  was mob ilized fo r the  wa r effort. Th is ha d a negat ive  
effect on exports  and  necessarily led to increased  im po rts  fo r some 
essentia l items . Civil ian  tr an sp or ta tion  was di srup ted as ava ilab le 
tru cks w ere used to s up ply  the arm y at the f ront . T he  Govern ment h ad  
to import on an urge nt  basis  2,500 t ruc ks  a t a cost of  $90 mill ion.  T he  
wa r zone in the  Red  Sea  effec tively shu t down th e po rt of  Eilat  to 
exports  and  imports.

Wh ile it is still  ea rly  fo r us to have  a com pletely  acc ura te pic tur e 
of  the  condition of the  economy, repo rts  alr eady  in indic ate  th at  the  
economy has demo nstra ted  its sta ying  po wer d ur in g the cris is and t he  
re tu rn  t o normal is mo ving be tte r than  wh at we m igh t have expected. 
One Isr aeli estimate pu ts the  loss  of  civil ian  p roduction  due to t he war 
at $450 mill ion.  However , exports  du rin g Oct obe r 1973 were down 
only  17 per cent from the figure fo r las t year  ($86 mi llio n du ring  th e 
wa r mo nth  com pared wi th $103 in Oct ober 1972). Th is is a su rp ris­
ing ly sma ll dro p, even when allow ing  fo r an expecte d 10 perce nt 
grow th fro m 1972 which was not real ized . Ne arly the  en tire decrease 
could  be exp lain ed in ter ms  of  a $6 m illion loss in diamo nd sales and 
$20 m illion in loss o f foreign  ex change  f rom  to urism.

Mobili zation of manpo wer fo r the  war  effo rt mostly  affec ted pr o­
duc tion . Agr icul tu ra l produc tio n and exports  rem ain ed a t nearly fu ll 
capacit y du rin g the  wa r and there  was no food  ra tio nin g.  Ab out 180,- 
000 workers  were mobilized  to ope rate esse ntia l indu st ry  du rin g the  
war . whi ch opera ted  at  about ove r 95 p erc ent capacity. Th e sit ua tio n 
has  imp roved as worke rs are re tu rn ing to th ei r jobs. O th er  indu str y,  
op erat ing at abo ut 50 percent  of  cap aci ty du ring  th e fir st week o f t he  
war  when  mobili zat ion  reached its  peak , is now op erat ing at  about 
70 pe rce nt capaci ty. The con struct ion  i nd us try , w hich had fai led  to  25 
percent of  cap aci ty du rin g th e w ar,  is re porte d to be o pe ra tin g a t 40-50 
percen t cap aci ty now.

The Gov ernm ent has  announced pric e increase  on a lar ge  num ber  
of  consu mer  goods u nd er  pric e con trol  bu t exempted  bas ic food  items , 
some tr ad iti on al ly  subsid ized  in orde r to  p rot ect th e poor . T he  price  o f 
foods such  as  f rozen red  meat and rice hav e risen 50 percent . In  ad di ­
tion . the  import surch arg e lias been increased fro m 20 to  25 percen t 
and the  p urc has e t ax  to a flat 5 perce nt on most items . Customs dut ies  
on ce rta in  lux ury  item s have  been raised  20 p ercent . The Gov ernm ent 
hopes the reb y to raise revenue and  curb spen din g on im po rts  to save 
foreign exchange . However , these mea sure s will  sur ely  add  to the  
alr eady  high  rat e of  inflation which was rep or ted to be 22.4 perc ent  
fo r the  12 months pre cedin g th e war . Is rael 's pre sen t foreign debt is 
abou t $4 b illion,  ove r $1,200 per  canit a, one of the  highest  in the  world . 
Isr ae l's  G NP is est imated for 1973 at $8 bil lion . Annua l debt  service  
has been est imated at $700 million for 1973 (ab out 9 pe rcent of GN P) .



116

Nin ety  percen t o f the debt is long  ter m and 75 percent rep resent s l ong­
term  Gov ernment of Israel obl iga tion. Isr ae l bonds  con sti tute 30 pe r­
cent  of  the  to tal , a t an average  inte res t rat e of  4.3 perc ent a nd  an av er ­
age matur ity  of 14.7 years . Wh ere as GO perce nt of the  bonds (20 pe r­
cent of the  tot al debt)  is expe cted  to be cashed in Isr ae li cur rency. 
Isr ael bonds are  not a serious drain on Is rael 's foreig n exchange .

The foreign debt  is owed pr im ar ily  to the  fol low ing :
Million?

1. U.S. Gov ernm ent ($S45,000,000 in FM S)________________________ $1,180.02. Is rael bonds__________________________________________________  ], 335. 03. West Ger m an y_______________________________________________  ’ 447 u4. Wor ld Ba nk ___________________________ _  _ _ 93 05. IMP  ________________________________________________________  32’ 5
6. Ban ks,  supp lier s, an d oth er  lo ans________________________________ 805. 5

At the end  of  Oc tober 1973 the Ba nk  of  I sra el had  the fol low ing  fo r­
eign  exchange as se ts:

Million*
Foreign exc han ge_________________________________________________ $1, 735
G old _______________________________  _ _ _ __ 40S D R _____________________________________________________________ 34
IM F gold qu ota___________________________________________________  39

4

To ta l------------------------------------------------------------------------------------ 1, 854
Foreign  exchange reserves have risen  due to the  gre at increase in 

contr ibu tions  from  abroad  and  Isr ael bond sales which have risen 
faste r t ha n spendin g fo r imp orts . Over the  long  run  the  Gov ernmen t 
should be ab le to cover imnorts  of goods an d services from t hi s cap ita l 
inflow. How ever , th is  will depe nd to a large  extent upon the  degree 
to which emergency impor ts of defe nse items requ ire servic ing  of  new 
fore ign  debts.

Mr. P assman. Ts t he executive branch  req ues ting au tho rization  fo r 
the  ent ire  $2.2 billion  ?

Mr. P ush. Yes.
NEED FOR REQUEST

Mr. P assman. W ha t if the  Congress does not provide the  fun ds  for  
Israel  you are now requ esting?  Are the re any fun ds which  can be used 
for Israel  ? Wo uld Israel be in de faul t at the  end of a 120-day period 
because she would not  be able to pay fo r these cash  sales ?

Mr. Clements. Un de r the  “qua rte rly  ra te ” res tric tion of the  con ­
tin uing  r esolution,  $100 million could  lx* allocated for cr ed its  to  I srael 
by postp oning  cre dit s for  oth er countries. There  are no oth er fun ds 
which  can be used fo r Is rae l to pay for  materiel delivere d since October 
G, 1973. Without financ ial assis tance, Israel  faces severe  problem s in 
payin g for the  materie l provide d. The more th an  $800 mill ion debt  
accru ed so fa r wi ll have  to be pa id off in th e very  sho rt per iod  of F eb ru ­
ary-M arch  1974. I f  we do not pro vide Israel financial  as sistance,  there  
is a pos sib ilit y of de fau lt in thes e pay ments . I f  she defau lts , o ur  m ili ­
ta ry  de partm en ts may  not be reimbursed fo r m illio ns of  do lla rs in costs 
alr ead y inc urr ed.  In  tur n, ong oin g contr act s with  U .S . defense 
ind us try  mav have to be canceled  at conside rabl e cost and  inconven­
ience. Fi na lly . Israel may not be able  to obtain  addit ion al equ ipment  
urgentl y needed.
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TOTAL CREDIT AND CASH SALES TO ISRAEL

Mr. Passman. Could you please tell the committee the total credit 
sales that have been provided to Israel and the amount tha t has not yet 
been repaid ?

Mr. Clements. A total of $1,408.4 million of credits have been pro­
vided to I srae l; a total of $1,195 million has not yet been repaid. How­
ever, Israel is current on all of her payments at this time.

Mr. Passman. When did we start  supply credit sales to Israel ?
Mr. Clements. The first credit agreement with Israel was made in 

fiscal year 1959.
Mr. P assman. Please also tell the committee the total milita ry cash 

sales that have been made to Israel and the amount that Israel has 
yet to pay?

* Mr. Clements. A total of about $770 million of milita ry cash sales 
were made to Israel prio r to October 6, 1973; Israel has yet to pay 
about $500 million for these sales, however, they are not in default 
of any payments at this time.

* Mr. P assman. When did we s tart  a crash sales program to Israel ? 
Mr. Clements. The first cash sale was made to Israe l in 1953.

RE PA YM EN T RECORD

Mr. P assman. I s i t no t t rue tha t Israel  is current  in all her repay­
ments, cash and credit, at this time ?

Mr. Clements. I t is true, Israel is current in all her repayments, 
cash and credit, at this time.

OBLIGATIONS AGA INST $2.2  BIL LIO N

Mr. Passman. In a press release, the President indicated that during  
the first 12 days of the conflict the United States author ized shipments 
to Israel of material costing $825 million. Could you tell the com­
mittee under what authority these shipments were authorized and also 
what part of the $825 million will count against the $2.2 billion re­
quest before us now ?

Mr. Clements. The authority for making these shipments is the 
Foreign Milita ry Sales Act, as amended, chapter 2. sections 21 and 22.

All of the estimated $825 million will count against the $2.2 billion 
request.

Mr. P assman. Could you please tell the committee wha t tota l obli- 
gations have now been made that  will eventually count against the 
$2.2 billion request ?

Mr. Clements. All of the approximate ly $825 million in defense 
ariicles and services already sohl to Israel since October 6, 1973, will 

w count against, the $2.2 billion request.
Mr. Passman. Of these total obligations, what has actually been 

delivered and what remains to be delivered ?
Mr. Clements. No Government funds have been obligated in fiscal 

year 1974 for Israel. So far the V.S. Government has provided mili tary 
articles and services total ing $228 million prior  to the outbreak of
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hostilities. Subsequent to that , upward of $1 billion in articles and 
services have been made available. To date this material is for cash 
with payment 120 days afte r deliveiy or performance of the service.

EQ UI PM EN T TO BE PROVIDED

Mr. Passman. Please tell the committee what equipment will l>e 
provided to Israel with the $2.2 billion ? Provide a complete shopping 
list showing equipment description, cost, number to be provided, total 
cost of similar items, and so forth.

Mr. Clements. Total details as to the equipment to lie provided 
to Israel with $2.2 billion are not known at th is time. There  are many 
mixes of  equipment and supplies that  could be allocated for replace­
ment and long-term defense modernization. This information will be 
sent to you as soon as it is developed.

Mr. Passman. What equipment has already been sent to Israel?
Mr. Clements. The  items shown on the attached list have either 

been sent to Israel or are in the process of being shipped to Israel.
[The classified list was presented to the committee.]
Mr. Passman. Can some equipment that has been provided prior  

to the conflict but which has not yet been delivered have thei r de­
livery dates accelerated? How much is involved here?

Mr. Clements. Some equipment purchased prior to the conflict 
lias been provided on an accelerated delivery basis.

Approximate ly $38.8 million is involved here and is a part  of the 
$825 million estimate of the total materiel authorized for delivery 
to Israel at  this time.

Mr. Passman. Does the $2.2 billion request take the place o f the 
previous fiscal year 1974 request for credit sales to Israel before Con­
gress now or are you still asking for the previous credit sales amount of $300 million ?

Mr. Clements. No. The $2.2 billion is needed over and above the 
$300 million presently before Congress.

BREAKDOWN OF REQU EST

Mr. P assman. What part of the $2.2 billion reouest will lie spent on 
transportation and handling of equipment and what part  will be 
spent for actual equipment ?

Mr. C lements. It  has not yet been determined what will make up 
the $2.2 billion. However, upward of $1 billion of material has already 
been approved. Since a large part of these items already shipped were 
on an emergency basis they were shipped bv air. Thus charges for 
transportation constitute a somewhat highe r cost, that  is. of the ap­
proximately $825 million of equipment already delivered or in the 
process of delivery, $42 million is for the cost of the airli ft. In addi­
tion, there is a substantial amount of sealift underway. We do not 
yet have a firm pricing for the sealift  portion.

Under normal conditions pricing  procedure will provide for the 
charging of all direct and indirect costs including those for the use 
of the DOD logistics system. These include labor, materials and serv­
ices in preparing material for shipment from stornrp o r  distribut ion 
points; inland and transporta tion costs; port loadin'* and unloading 
costs; and, supply distribution  costs incurred at locations outside the
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Un ite d St ates  in an tic ipat ion of supp ort of  othe r au tho riz ed  custom­
ers. In  a dd ition  D OD  n on recu rri ng  costs a ssoc iated wi th the  researc h, 
dev elopment,  and pro duction  of  majo r defe nse equ ipm ent are  
recov ered.

SOURCE OF U. S.  EQ UI PM EN T

Mr. P assman. Where  is t he  U ni ted  S tat es  ge tti ng  the equ ipm ent  she 
is now prov idi ng  Israel ?

Mr. Clements. Because of  the e xtre me urg ency o f the sit ua tio n most  
of the ma ter iel  Isr ael is ge tti ng  h as had to come fro m De pa rtm en t of 
Defense stocks. In  some cases it  h as come from inv entories of  Active 
and Reserve un its.

NEED FOR ADD ITIONAL DOD FUNDS

Mr. P assman. Will the fun ds  requ ested be used  to rep lace these 
item s in ou r Armed Force s or  will  addit ion al fund s be reques ted by 
the  Dep ar tm en t of Defense? I f  so, how much will  be reques ted by 
DO D?

Mr.  Clements . "While $2.2 bill ion  has been requ ested fo r supp or t to 
Isr ae l, i n some cases o lde r equipments  which have been furnish ed  f rom  
inv entory at  prices reflect ing  th ei r marke t value  wil l be rep laced by 
new models at  h ighe r costs  a nd  the  D ep ar tm en t of Defense must have  
fund s to cover th is  price dif fer entia l in orde r to replace such ma te­
ria l. Ad di tio na lly , it  has  been determ ine d th at  the  readiness  of  U.S . 
forces as well as mobili zat ion  reserve stock s need imp rovement.  We 
are  cu rre nt ly  stu dy ing thes e requirement s and wou ld pla n to  request 
sup ple me nta l fiscal year  1974 fun ds  to meet the  most urg ent needs in 
thes e a reas . Fi na l decisions with respect to these  b ud ge tar y needs have 
no t yet  been made.

Mr. P assman. When  the eq uipment is repl aced in o ur  Armed Forces,  
will  it be rep laced by the  same equ ipm ent  or  will upda ted  equ ipm ent  
be used fo r rep lacement  cos ting  much  more  th an  if  a str ic t rep lace­
ment policy were follo wed ? Also, when the  equ ipm ent  is rep lace d, 
wh at cost will be charg ed again st the  pro gra m,  the  amoun t of wha t 
the  eq uipme nt sent to Israel  cost at the  tim e of pur cha se or  th e amo unt 
the  equ ipm ent  costs now ?

Mr.  Clements. A s I  have ind ica ted , in some cases old er equ ipm ents 
which have been fur nis hed from inv entory to Isr ael at prices  reflect ­
ing  the ir  m ark et value will be rep laced by new models at hi gh er  costs, 
and the  De partm ent of Defense  will need some addit ion al money to 
cover the  difference between sales proceeds  and  rep lacement  costs.

Mr . P assman. It  is also ind ica ted  in the  Pr es id en t’s pre ss release  
th at  if  funds are not absolu tely  req uir ed the y wou ld, of course, not 
be expended. Could you tell the  com mit tee how much of the  $2.2 b il­
lion request is pr ese ntly firm ly allocate d to specific  i tem s o f e quip ment 
and how m uch is jus t a sh ot in the da rk  ?

Mr. Clements. Th us  fa r. the  est imated costs fo r specific  items of 
equ ipm ent  and sup plie s au tho riz ed  fo r Isr ae l since  Oct obe r fi have 
amo unted to about $825 million.

Isr ael has ind ica ted  req uir em ents fo r mili ta ry  equ ipm ent  which 
to ta ls nearly $3 bill ion. We are  now sc ru tin iz ing these req uirements 
and it may well be th at  the  U ni ted  S ta tes  should pro vid e specific items 
of  equ ipm ent and sup plies fo r a tot al value of sli gh tly  in excess of 
$2 billion .
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NEED FOR SPECIA L LANGUAGE

Mr. Passman. In House Document 93-168 (document tha t tran smit­
ted the budget amendment), the following language is requested to be 
included in the appropriation  bi ll :

“Any part of any funds appropriated by this act used to furnish 
military assistance shall be accounted fo r in accordance with section 
108 of the Mutual Security Appro priation Act, 1956 (69 Stat. 438), 
as amended.'’

Could you tell the committee the need for this language and the 
meaning of it?

Mr. Clements. The language to which you refer in the budget esti­
mate relates solely to the use, of the requested appropriat ions to fur ­
nish military  assistance and not to the ir use for financing foreign 
military  sales credits. This language supplements the  first sentence of ♦
section 3 of the proposed Emergency Security Assistance Act of 1973 
(H.R. 11088), which states tha t “milit ary assistance financed out of 
funds a ppropriated under section 2 of this  act should be furnished in 
accordance with all the provisions applicable to military assistance *
under the Foreign Assistance Act of 1961 . . .” The funds appropri­
ated under the Foreign Assistance Act of 1961 for milit ary assistance 
are required by section 108 of the Mutual Security Appropriations Act,
1956, as amended, to be accounted for in the manner specified by that  
section. Since the funds requested for military assistance in the budget 
estimate are not being appropriated under the authority of the Fore ign 
Assistance Act but nevertheless are to be utilized in accordance with 
the provisions o f the Foreign Assistance Act relating to military as­
sistance, it  was thought advisable in draftin g the budget estimate to 
avoid any ambigui ty as to whether section 108 of the Mutual Security 
Appropriations Act, 1956, as amended, was applicable to those funds.
Clearly, all funds used for milita ry assistance in accordance with the 
provisions of the  Foreign Assistance Act of 1961 should be accounted 
for on a uniform basis.

It should also be noted th at as a consequence of the  application  of 
section 108, the Secretary of Defense is thereby required to furni sh 
quarterly reports  to the Congress of items to be delivered against ap­
propria tions under the budget estimate which are used for milita ry 
assistance and also quarterly reports on a delivery basis of all military  
assistance furnished with such appropriations.

Mr. Passman. I f the committee should decide to include the military 
assistance requests under the regular bill and under the existing mili­
tary  assistance account, then is it true this language would not be •
needed ?

Mr. Clements. Tha t is correct.
Mr. Passman. In House Document 93-170 (document tha t trans­

mitted the legislative authorization), the following language is sug- *
gested to be included in the authorization b ill:

Sec. 3. . . . Foreign  milit ary sales credits  extended to Isra el out  of such funds 
shall  be provided on such terms and conditions as  the President may determine 
and without  regard to the provisions of the  Foreign  Mili tary  Sales Act (82 
Sta t. 1320; F.L. 00-629), as amended.

Sec. 4. At any time  prior to Jun e 30. 1974, the President is hereby authorized , 
within the  limi ts of funds appropriated unde r section 2 of thi s Act for Israel, 
to release Israel  from its contrac tual  liab ility  to pay for defense arti cle s and 
defense services purchased or financed under the  said Foreign  Mili tary Sales
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Act or under this  Act during the period beginning October 6, 1973, and ending 
Jun e 30, 1974, and such funds shall be used to reimburse  curre nt applicable 
appropriation s, funds, and accounts of the  Departm ent of Defense for  the  value 
of such defense arti cle s and defense  sendees.

( ’ould you give the committee a detailed explanation of the need 
and purpose of this language?

Mr. Clements. Yes, sir. First with regard to section 3, various pro ­
visions of the Foreign Military Sales Act are inconsistent with the pur­
poses and the language of the emergency security assistance request. 
For  example, the amount requested for possible FMS credits for Israel 
is far in excess of the worldwide ceiling on FMS credits and guaranties 
applicable to fiscal year 1973 operations under the Foreign Milit ary 
Sales Act and which is likelv to be applicable under the fiscal year 1974 
foreign aid bills now in conference. Similarly, it is anticipated that  the 
terms of FMS credits to Israel under the proposed Emergency Secur­
ity Assistance Act will need to be considerably softer than those which 
are likely to result from conference action on the pending foreign aid  
bills.

Second, there are two basic reasons for requesting the authority 
under section 4 to release Israel from its debt obligations. Firs t, be­
tween the period beginning October 6 and ending on the date of enac t­
ment of the proposed Emergency Security Assistance Act. a substan­
tial amount, of equipment will have been delivered to Israel pursuant 
to the foreign military  sales contracts which obligate Israel to pay fo r 
such equipment. As we interpret the Foreign Assistance Act, the pro­
visions of which are incorporated by reference in section 3 of the pro­
posed legislation with respect to grand  aid, we would not have the 
authority to turn  back the clock and change our books to show that  
these completed transactions were grant  aid from the beginning. The 
purpose of section 4 is to enable us to achieve a comparable result by 
releasing Israel of its contractual liability. Second, we may not be in a 
position on the date of enactment to  make an accurate assessment of 
Israels ability to repay foreign mil itary sales credits. Section 4 would 
enable us to postpone that decision until the end of the fiscal year. 
That is to say, we could utilize the appropriations under the proposed 
legislation for foreign military sales credits on a preliminary basis in 
order to reimburse the military departments for the equipment fu r­
nished. then proceed to observe and analyze the situation in the Middle 
East, and ultimately. based on that anlysis, retroactively determine 
what part  of the credits Israel was able to pay and what part  should 
be treated as equivalent to a grant.

U .S . PE RSO NNEL  S EN T TO ISRA EL

Mr. Passman. A newspaper article indicated that American military 
supply personnel have been sent to Israel, mainly unloading teams and 
communications specialists. How manv American personnel, milita ry 
and civilian, have been sent to Israel since the conflict began?

W ould you also list the number of personnel and the area of their  
expertise and indicate why is the United States sending any Americans 
to Israel especially “communications specialists”?

Arc some of these people acting in an advisory role ?
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1 ho article also indicates that  some air reservists have been called up to help in the flights providing  equipment. Could you tell the com­mittee how many reservists have been called up ?
Mr. Clements. The newspaper article you refer to apparently  con­cerns an A irlif t Control Element which was sent to Israel to control, receive, and assist the Military A irlift  Command aircraft hauling sup­plies. An A irli ft Control Element is an integral part  of any ai rlift . At its maximum, this element numbered 34 personnel. Among them were 1C communications specialists who operated the around-the-clock ground-to-air  communications network necessary to the ai rlift . There were no Department of Defense or Department of Defense-sponsored personnel in Israel at any time in an advisory role. At any given time, there are a number of aircrew reservists in the Milita ry A irlif t Com­mand system who are called up to get flight training and maintain technical proficiency. During the main surge of the air lift  there were C.about 200 more C-141 aircrew reservists on active duty than usual. The number of C-5 aircrew reservists on active duty was about normal.These reservists may or may not have participa ted in a flight or flights to Israel. Since crews are often mixed, regular and reservists, it would take some time to soil out that  information.
In addition to the Air lift Control Element, milita ry and civilian personnel were sent on temporary duty to Israel since the start of the hostilities, as follows:
(1) Two enlisted men to the U.S. Defense Attache Office to help that unit maintain a 24-hour-a-day operational capability.
(2) About 20 civilian technicians, one a Department of the Army employee and the remainder civilian indus try employees, to provide normal contractor support to assist in the receipt of equipment which was new to the Israelis or slightly different models from that contained previously in their  inventories.

U. S.  CO MM ITME NT

Mr. Passman. Does the United States have a formal treaty with Israel?
Mr. Rush. The United States has no commitment, secret or other­wise to send American forces to Israel 's defense in any circumstances.There is no mutual defense t reaty, agreement, or arrangement of any nature  committing the United States to take actions of any kind in response to Israel military or defensive needs.
Mr. Passman. What sort of commitment does the United States have with Israel ? «•Mr. Rush. U.S. Presidents  over a quarter  of a century have affirmed our commitment to the survival of Israel. This was stated most recently by President Nixon in his address to Congress June 1, 1972, when he said, “I  rei terated (to the Soviet leaders) the American people’s com- •mitment to the survival of the State of Israel and to a settlement just to all the countries in the area.’’

TH IRD COUNTRY ATD TO ISRA EL

Mr. P assman. Could you tell the committee if any other country is providing  assistance to Israel.
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Mr. Clements. There is no information to indicate th at any other 
countries besides the United States provided assistance directly  to 
Isra el.--------

OIL  SIT UA TIO N

Mr. P assman. Because of our current policy of supply ing arms to 
Israel, certain Arab countries have reduced their oil production and 
some have cut off all oil supplies to th e United States. Wha t is the  
United S tates going to do if  it is faced with large oil shortages in the 
future?

Has the United States thought of modifying its approach to the 
Israel situation ?

Western Europe and Jap an would greatly suffer with the oil pro­
duction cutbacks. Have these countries taken steps agains t the United 
States in order to get us to modify our position ?

Mr. Clements. During the recent Middle  East conflict, all the Arab 
oil producing countries announced an embargo on any direct  or 
indirect oil shipments to the  United States until progress is achieved 
in obtaining Israel’s withdrawal from ter ritories occupied in the  1967 
war, including East Jerusalem, and there is a restoration of  the leg iti­
mate rights of the  Palestinians. I t is estimated tha t the short-run effect 
of t his action will be to reduce U.S. consumption from 17.5 million 
barrels per day to about 15 million barrels per day. In view of  the 
impact on U.S. energy requirements, President Nixon presented mes­
sages on November 7 and 25, which are followups to earlier messages 
to Congress setting forth a detailed program to conserve energy and 
to reach a high level of self-sufficiency at the earliest possible time.

U.S. policy in the Middle Eas t, as the President has said, is neither 
pro-Arab nor pro-Israel but pro-peace. U.S. policy in the Middle 
East, therefore, will be determined not by energy shortages but by 
those, steps we believe will achieve a peaceful settlement in the Middle 
East.

Western Europe and Japan have also been affected as a result of 
cutbacks in production by Arab oil producers. "While these countries 
have felt under pressure to make statements favorable to the Arabs, 
they have taken no steps against the United States seeking a modifica­
tion of U.S. policy in the Middle East.

PRIV ATE  U.S. IN VE ST MEN T IN  MIDDLE EAST

Mr. P assman. According to a recent magazine article, U.S. com-
* panics have about $5 billion in direct investments in the Mideast. 

There have been some nationalizations of these holdings but  I guess 
there is a good possibility of even more. Could you tell the committee 
what think ing has taken place with regard  to this large investment

• and our present Mideast, policy ?
There are also indications tha t large investment opportunities  exist 

in the Arab countries and U.S. firms have been successful in obtaining 
certain investment commitments in these countries. Are these invest­
ment opportuni ties t ha t would greatly  help ou r balance of payments 
and balances of trade  going to be cut off now ?

Wh at are the answers to these very serious problems ?



124

Mr. Clements. U.S. investment in the Middle Eas t (outside of 
Israel) is largely in the petroleum sector. As the committee is aware, 
the internat ional oil indust ry over the past several years has been 
affected by growing pressures among Middle East as well as other  oil 
producing states to have greater control over the production and sale 
of thei r oil which is a nonrenewable resource. For the most pa rt, such 
changes tha t have occurred in the position of the  oil companies have 
been the result of negotiations between the  governments of oil pro­
ducing countries and concessionary companies. These negotiations 
have provided for a continuing role of the oil companies in the pro­
duction, transporta tion and distr ibution of oil. In the conduct of U.S.
Middle East policy, the United  States has sought to protect this in­
vestment and where nationalization has occurred to assure tha t prompt 
and adequate compensation was paid.

Prior to the hostilities in the Middle East, there were a number of v
proposals made by various American and other firms regarding pos­
sible joint ventures in various Arab oil producing states aimed at meet­
ing the objectives of Arab oil producers to diversify the ir economies 
and to make economic use of the large amounts of gas now being flared.
These proposals, if implemented, would involve substantia l invest­
ments by the Arab  oil producing countries themselves to support their 
domestic indust rial development. W ith oil revenues for  certain Arab 
producers, particula rly those in the Arabian Peninsula, exceeding the 
requirements of thei r economies, there  has also been growing interest 
on their part and on the part of the industrialized countries to find 
investment outlets for this surplus  capital. The extent of what is ac­
tually invested by these surplus revenue countries will depend on their 
assessment of the security o f and potential return  from these invest­
ments. Investments made by these countries in the United States could, 
depending on their size, assist our balance of payments in the short run 
although the  income received from these investments would in the long 
run be a debit to our balance of payments. While  discussions of poten­
tial investment arrangements have been temporarily inter rupted as a 
result of the Middle East hostilities, it is expected tha t these will 
resume once tensions in the area subside.

GRANT AID

Mr. Passman. When did the United States last have a gran t military  
aid program with Israel ?

Mr. Clements. The United States has never provided materiel to 
Israel on a grant aid basis. »

amount of equipment shipped

Mr. P assman. What value is attached to the equipment we are now «
shipping to Israel ?

Mr. Clements. Thus far , the estimated costs for equipment and sup­
plies authorized for Israel since October 6 have amounted to about $825 
million.

DETERMINATION OF VALUE

Mr. P assman. Who determines that  the value should be the acquisi­
tion value and not actually the value it would cost to replace such 
equipment?
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Mr. Clements. P ric in g of  sales o f defense art icles an d defe nse  se rv­
ices are  in acco rdan ce wi th T>O1) instruc tio ns  issued  pu rsua nt  to au ­
th or ity  con tain ed in chap ter  2 of  the Fo reign  M ili ta ry  Sales Ac t, as 
amend ed,  Pu bl ic Law  90-629 to make sales of  defense art icl es  and 
services to for eig n gov ernments  an d in ter na tio na l org aniza tions.

The price  of  all nonexcess defe nse  art icles sold  from stock (stocks 
or ma ter ial s, supplie s, and equ ipm ent  he ld to meet  the peacetim e oper­
ati onal and the  mobi liza tion  reserv e requ irem ents o f the A rmed Forces 
of  t he  Un ite d St ates ), except fo r such  majo r item s as complete ships, 
ai rc ra ft  and missiles , space  vehic les, and pla nt  and production equ ip­
men t, i s th e inventory  st an da rd  p rice , or such a stan da rd  pr ice  reduced 
(1) when  m ate rie l is in  l ong  supp ly,  o r (2) when the re is a de ter mina­
tion by the inv ent ory  ma nager th at  the re is an ac tua l difference in 

v ut ili ty  o r d es ira bil ity  of an i tem due t o age, c ond ition, or  model .
■X W ith respec t to such major  item s as complete ships , ai rc ra ft  and

miss iles, space vehicles, an d pl an t production equ ipm ent , prices  
charg ed  are actual  o r es tim ate d costs.

* Sales o f excess defense art icl es  are pric ed not less t ha n (a)  the g ross 
cost inc urred  by the  Un ite d State s in  rep ai rin g,  re ha bi lit at ing,  or  mod­
ify ing such art icl es  to the  ex ten t requ ested by th e receiv ing  gover n­
ment plus the scr ap  value, or  (&) the  ma rke t value, if  ascerta inable , 
whichever is th e gre ate r. I f  the  m arke t v alue  is not asc ert ain able such 
value is comp uted  at prescr ibed “f ai r value*’ rat es  (b ut  th e sale s price 
sha ll n ot fal l below th e sc rap  val ue ).

Packing , cra tin g,  hand lin g, and  tra ns po rta tio n cha rges, po rt ha n­
dling , and system use (adm in ist ra tiv e)  cha rge s a re also  recouped.

Is rael  is b ein g ch arged inv entory s tand ard prices, a dju ste d as a pp ro ­
pr ia te  for age, con dition,  an d model plu s h an dl ing and admi nis tra tiv e 
cha rge s in  accordance  with e stablis hed  practices .

Mr.  P assman. By wh at au thor ity  is th is  de termina tion made?
Mr.  Clements. P ric in g of  sales o f defense art icles an d defe nse  serv­

ices is in acco rdan ce wi th DO D In st ru ct io n 2140.1 which is a pprov ed 
and i ssued  by th e S ecr eta ry of Defense.

Mr. P assman. Why  don ’t we charg e the  act ua l cost it will  take to 
rep lace the equ ipment ?

Mr.  Clements. Isr ae l is be ing  charg ed inv entor y stan da rd  price s, 
ad jus ted  as ap prop ria te  fo r age, con dit ion , and model, plu s ha nd lin g 
and ad minist ra tiv e cha rges in accorda nce wi th pra ctices establis hed  
to com ply wi th t he co ngre ssional mandate .

Th e DO D ins truction  prescri bin g the  pr ic in g policies  was 
prom ulg ate d pu rsua nt  to  the stat ut or y pr ic ing req uir em ents of the  

"* Fo re ign  Ass istance  A ct in forc e at  the  t ime  the  forei gn  mili ta ry  sales
prog ram was pa rt  of th at  act. Sub sequen tly,  the  Fo re ign Mili tary  
Sales Act  was enacted  as sep ara te leg islation, the executive branch  
assure d the  Congres s th at  it  wou ld con tinu e to abide by the same

* pr ic in g policies.
Cha rg ing repl acement costs ra th er  t ha n fa ir  mark et value fo r used 

or aged equ ipm ent  would not be en tir ely  equ itab le and would not be 
in acco rdance  wi th stan da rd  p ric ing polic ies which hav e cove red costs 
of  m ate rie l previo usly sold to  Isr ae l and othe r countries.

Also,  some items fu rnish ed  are older or  less sophist ica ted  equipm ents  
which if pro cured  at th is  t ime wou ld be new and of  lab or models. In  
some ins tances  rep lacement  may be made wi th anoth er type  of  item.

Mr . P assman. Gen tlem en, we hav e reached the po in t whe re every
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member can have all of this time he feels he needs on any other questions he may want to ask.

COMPROMISE SEEN OX PRESIDEN T’S AID FL EX IBILITY

Mr. Roybal. There is one particular point 1 think has to be clarified.
Under the bill that you propose the President sets the terms. He 

also determines the amount th at is to be in gran t-in-AID sales. That is in the bill quite specific; is it not ?
Mr. Clements. Tha t it is his option ?
Mr. Roybal. Yes.
Mr. Clements. That is correct.
Mr. Rush. “Milita ry sales extended to Israel shall be provided on 

such terms and conditions as the President may determine and without regard to the former military sales law.” v
Mr. Roybal. I t means the President then doesn’t have to really do 

it for 10 years or 25 but can do it for 40 if he wants it?
Mr. Rush. He could, yes, or 100.
Mr. Roybal. He can also say $2.2 billion be grants? *Air. Rush. Yes.
Mr. Clements. We have discussed this at great length in POD as 

well as State, Secretary Rush and Dr. Kissinger, as well as at the 
White House through the NSC committee work. We really in a very 
real sense make this recommendation to this committee tha t i t give to the President this degree of flexibility.

Mr. Roybal. But tha t is a blank check.
Air. Clements. Under the circumstances of what we are tryin g to 

achieve in this general area tha t goes fa r beyond the aspects of Israel,
Syria, Egypt, and overlaps into the Saudi Arabia  energy supply and 
everything else. AVe would really plead with you to give him this flexi­bility. I think  it is needed personally.

Air. Roybal. This committee will not know before they pass the bill 
what they are voting on. It  is jus t a blank $2.2 billion to be given to 
Israel under terms to be determined at some future  date by the President.

Mr. Rush. Of course if as a grant aid it is automatically given.
Air. Roybal. But you don’t know ?
Air. Rush. AVe don’t know.
Air. Chappell. Air. Chairman.
Air. Passman. Air. Chappell ?

U.S. EFFORTS TOWARD ARAB COU NTR IES *

Air. Chappell. Air. Secretary, what a re we doing, if  anything, with 
the Arab countries to undermine the influence of Russia in their efforts to keep them wed totallv to the Russians? *

Air. Rush. AA7e have been m aintain ing continuous communications 
with the Arab countries. AATe have tried to help them, make them feel we are their friends.

AVe have offered, as you know, to sell F- 4’s to Saudi Arabia. But we 
have given aid to  Jordan  and to Saudi Arabia. None of the equipment,
I might say, we have supplied have been used in this  hostility.
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The battalion or brigade tha t was p ut by Jord an into Syria was 
largely supplied with British equipment. But we have been trying  very 
assiduously to maintain  good relations with the Arab countries.

I think the  effects of this  and the fact they do trust us is evidenced 
by the recent exchange of notes with Egy pt where wTe agreed to open 
diplomatic relations within a short period of time.

Mr. Chappell. What  is determined to be Sadat' s attitude toward th is 
country, realistically,  at this time ?

Mr. Rush. I think  his attitude is one of desiring friendship with 
this country.

Air. Chappell. Are you satisfied that we are doing everything  we can 
to bring the Arab countries closer to us and therefore enhance our pos­
sibility of ridding that area of the  world of the  Communist influence?

Mr. Rush. All I can say there is t hi s: We, of course, are the s taunch 
J  friend of Israel. In  the height of tha t relationship and the fact tha t

we supply the equipment to Israel  tha t she needs and help her in 
other ways, we also want to be fr iendly with the  Arabs and want very 

, much to bring about a peace in the Aliddle East.
We are not doing everything we could with the Arabs, obviously. 

If  we did that,  we would no longer be a friend of Israel. We are in the 
light of the circumstances try ing  as best we know how to maintain 
a friendly relationship with the Arab countries and are doing our best 
to have them communicate with us.

They communicate with  us directly, not through Russia. This com­
munication, as I  say, has led to the  cease-fire. I t has led to overcoming 
difficulties since the cease-fire has  arisen. It  has led to the announce­
ment of the resumption of diplomatic relations with Egy pt within  a 
brief period of time.

The Secretary had a very friendly reception as he went to Saudi 
Arabia. I feel tha t the Arabs  are increasingly convinced tha t we have 
the interest of all the parties at heart and really want to help them and 
are worthy of trust in helping them bring  peace to the Middle East.

UN ITED  STATES HAS RESERVOIRS OF ARAB GOOD WILL

Mr. Clements. I want to comment further on Secre tary Rush’s com­
ments, and I  agree with everything he said. Bu t you cannot generalize 
when you talk about Arabs.

When you sta rt talking  in terms of Egypt, Syria, Jordan, Saudi 
Arabia, and Kuwait, each one of these areas as a country, is different, 
and you can’t generalize about Arabs as such.

w And the nuance of our relationship, the reservoirs of good will that
exist in each of these areas differ greatly.

Historically, as an example, in Saudi Arabia we have a grea t reser­
voir of good wTill th er e----- anxious tha t our relationship return to

• what he would --------.
The reason he is engaged to the extent tha t he is r igh t now with 

Eervpt in this war with Is rael is because he is truly  the spiritua l leader 
of the Muslim world as the keeper of the holy places at Mecca and so 
forth. So he has a particular flavor to  his situation tha t is different 
from any of the other areas.

And it is extremely important that we come back to him as Secre­
tary  Kissinger has been try ing  to do, and sta rt rebuilding those
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bridges and build tha t relationship back to what i t was, because i t is directly tied to our energy problem.
Mr. Chappell. Sadat at one time tried very keenly to throw the Russians out of tha t area, didn’t he ?
Mr. Rush. Yes, he did. And Sadat realizes tha t we are the one country tha t has the ability to help bring about a cease-lire. We are 

the one country that  has the trus t of Israel. We are the one country that  
can really help bring about terr itor ial rearrangements tha t will be compatible with the needs of all the people.

Tha t realization 1 think, plus 1 believe the increasing trust  they have 
in our good will, shows promise of leading to successful peace in the Middle East.

ESTA BLISH ING DIPLOM ATIC REL ATIONS  W IT H EGY PT ft
V-Mr. Passman. Mr. Secretary, have we reestablished diplomatic rela­tions with Egyp t?

Mr. Rush. No. We have announced we intend to reestablish them within a short period of time. *Mr. Passman. 1 thought the ambassadors had  been named.
Mr. R ush. The newspapers as usual got tha t incorrect.
Air. P assman. 1 wish 1 hadn ’t asked the question because I  felt en­couraged up to this point. Wh at actually has transp ired?
Air. Rush. We have announced we are going to reestablish diplo ­matic relations within a brief time. We have named a high-ranking 

Foreign  Service officer̂  formerly an ambassador to Saudi Arabia , as 
head of our office in Cairo, and they have named someone in charge of theirs of high rank.

We have anticipated these men will become ambassadors once diplo­matic relations are established within a brie f time.
Air. Shriver. We didn’t have that before ?
Air. Rush. No. We had an office.
Air. Passman. When do you think it will be finalized ?
Mr. Rush. I think in a short period of time.
Air. P assman. During th is calendar year ?
Air. Rush. Yes.
Mr. P assman. 1 think  it would improve our position in tha t part of the world a grea t deal.
Mr. Rush. I would think it would, yes.
Mr. Passman. Mr. Conte.

cost of u.s. arms replacement r

Mr. Conte. The U.S. arsenal, of course, is going to be depleted 
somewhat because of the arms w e are sending to Israel. Those weapons,
I assume, will be replaced. Have you any idea w’hat it will cost us, rconsidering the rise in cost and the reopening of production lines?

Admiral AIoorer. We would want to replace essentially all tha t we 
have drawn from our stocks and shipped to Israel, and we would 
have to bear in mind that  the replacement costs will exceed the  acqui­
sition costs to a significant degree in view’ of the inflation we have had.So assuming the Department of Defense gets the benefit of the 
money tha t is appropriated  for support of Israel, w’e could replace --------. That is a gross estimate.
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On the other hand, we are faced with the problem of leadtime, and 
in some cases we are going to have to reopen the production lines, 
and tha t costs to some extent. We are right  now in the process, sir, 
of coming up with the answer to your question in quantitative terms.

Mr. Clements. Mr. Congressman, tha t number right now looks 
like it will b e --------.

l\fr. Conte. More?
Mr. Clements. T hat  is the difference, the gap between what was 

our procurement costs and what the replacement costs will be when 
we get the material.

NE W SOPHISTICATED  WEAPO NS SYSTEMS

Mr. Conte. What  are the chances for the Israel is getting th e-------- ?
J Admiral  Moorer. -------- .

Mr. Yates. Wha t kind of airc raft  is that?
Admiral  Moorer. -------- .
Mr. Yates. --------.
Admiral  Moorer. -------- .
Mr. Conte. -------- .
Admira l Moorer. --------.
Mr. Conte. --------.
Admiral Moorer. --------.
Mr. Clements. --------.
Mr. Conte. For my own edification I think I ought to  know.
Admiral  Moorer. --------.

ECO NOM IC AID FOR ISRAEL POSSIBLE

Mr. Conte. Besides taxing Israel’s military posture, the war cer­
tainly has strained her economy to quite an extent. Are we antic ipat­
ing some fur ther  measures for economic aid besides the mi litary  a id ? 
And if  so, what form would it take ?

Mr. Rush. We have none in mind at  the present time. However, the 
Israeli s have approached us and have suggested they may need $500 
million a year of aid.

Mr. Conte. For how long?
Mr. Rush. Next year.
Mr. Conte. You said $500 million a year?
Nfr. Rush. I think  that will be a year, year a fter year. We have not 

acceded to this and this will take considerable study.
-» Mr. Conte. And you don’t know what form it will take ?

Mr. Rush. This will be for next year, not this year.
Mr. Conte. Would it be an outrigh t budget support ?
Mr. Rush. Yes.

* Mr. Conte. Supporting assistance?
Mr. Rush. Yes.

AIRL IFT CAUSED DEPRE CIATION COSTS

Admiral  Moorer. If  I may say so, the D epartment of Defense has 
also incurred heavy expenses in the air lif t that we had not antici­
pated, and second, in  snip performance—the fact  tha t the 6th Fleet
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has been a t sea continuously. Things of tha t kind have raised our ex­penditures and will alfect our readiness.
Air. Clements. The main cost in regard to the air lift  is in the de­preciation we do not charge for. The operat ing costs of the air lift  itself are included in the $2.2 billion request.
I would like for the record-----
Mr. Conte. Does tha t include fuel alone ?
Mr. Clements. Yes, sir. But I would cer tainly like for the record to reflect here, as we are  discussing the airl ift,  th at the C-5A has just performed magnificently.
And depreciation on the C-5A hu rts us, as Admiral Moorer is say­ing, in a way that we can't really measure. The li fe cycle of tha t air ­plane has undoubtedly depreciated to a considerable degree due to the hours of usage during  the airlift.
Mr. Conte. Thank you, Mr. Chairman. tMr. Rooney. Are there furth er questions ?
Mr. Roush. I have a couple of questions.
Mr. Rooney. Please proceed, Mr. Roush.

revision or fiscal year 1974  requests not contemplated

Mr. Rousii. Mr. Chappell's questions follow the line which I wanted to pursue. When this war broke out I was concerned because I  remem­bered the testimony before the committee as it related to aid to various Arab countries. So I  addressed a le tter to Secretary Ta rr in which I  stat ed:
Dear Mr. Secreta ry :
You appeared  before the Foreign Opera tions Subcommittee of the House Ap­propriations Committee  on May 30 of this year to discuss  cer tain  policies and budget requests for fiscal year 1974 rela ted to our secu rity  assis tance programs.Many of the  budget  requests proffered at  th at  time involved nations which are  now a t war  in the Middle East , which should in my opinion occasion a reev alua ­tion of  U.S. aid in the area . I should like to know if in view of the present con­flict you have or are  amending the request for  fund s for fiscal year 1974 for the U.S. security ass istan ce programs and the gran ts.
The response is as follows and the response is dated November 2.
This is in response to your let ter  of October 17 in which you inquired whether  the adm inistration’s request for  funds  for  U.S. secur ity assistance programs for fiscal year 1974 involving cer tain Middle Eas tern countries would be amended. You are, of course, fully awa re of the  recently proposed bill re­questing $2.2 billion be recommended for emergency mili tary  assistance, on gra nt or cred it basis  or both, for Israel. This  is the  only change with  respect  to our budget request contemplated at  this time. We shal l of course have to keep the subject under review in light  of fu rth er  developments in the Middle East Varea . «•
Does that  response still stand?
Mr. Rush. Yes.
Mr. Rousii. In other words, we are going to continue with our pro- *posed programs insofar  as the Arab countries are concerned. Is that  right, Mr. Secretary?
Mr. Rush. Yes. We, of course, are following those very carefully to be sure tha t they are not used in hostilities such as those tha t re­cently occurred. We can’t say tha t nothing was used by the Jo r­danians, for example, but as I  say the force they put into Syria  was largely equipped by Br itish  weapons.
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Mr. R oush. Of course it is of concern to me we find ourselves in a 
situation  in which U.S. equipment would be used both sides against 
each other such as we saw in the war between Pakis tan and India.

AU THOR ITY  FOR EMERG ENC Y AID TO ISRAEL

One other  question relates to the authori ty under which the billion 
dollars has been used for supp lying Israel.

Mr. Chairman, I think  tha t the record might, and should, reflect 
what authority the Department is using to supply this billion dollars 
and the restra ints tha t are contained within tha t authority, which I  
would like to see in the record.

Mr. Passman. Without objection, i t will be inserted in the record 
in detail.

Mr. Rush. It  is the Foreign Military Sales Act.
Mr. Roush. Questions are raised as to how without additional 

authority  you can go ahead and do this without the OK of the 
Congress.

Mr. Passman. They do have author ity. It  is not the first time this 
has happened as you well know.

Mr. Rush. Yes.
Mr. Passman. If  you will insert it in the record at this point we 

would be grateful.
Mr. Rousii. I am asking only so people and our colleagues might 

understand there is authority .
Mr. Passman. The gentleman is correct it should be placed in the 

record, and we will cite the authority.
[The information fol lows:]

Legal B asis  F ob Logistic Support to I srael

Logistic  support to Isr ae l since October 6 lias been provided on a “cash sales” 
basis  u nde r the autho rity  of sections 21 and 22 of the Fore ign Mil itary  Sales Act 
(Public Law 90-629, enacted Oct. 22, 1968).

Section 21 deals with  cash sales from stock. It  authorizes the  sale to foreign  
coun tries  of defense arti cle s from DOD stock and the  sale of DOD services on 
payment terms  of 120 days af ter delivery  of defense arti cle s or the  rendering of 
defense services.

Section 22 deals with procurement for  cash sales. It  auth orizes DOD to  enter 
into  contracts with supp liers  fo r the procurement of defense art icle s and services 
for sale  to foreign  coun tries  on “dependable under tak ing” term s. A dependable 
underta king obligates the  foreign country to make funds avai lable to DOD in 
such amounts and at  such t ime as may be needed by DOD to make  the payments 
required by DOD’s con trac ts with  the  suppliers, and any damages and costs that  
may accru e from the cance llation  of such cont racts , in advance of the time such 
payments, damages, or cost are  due.

Sales made by DOD und er sections 21 and 22 are  concluded by execution of 
DD Form  1513, which is captioned “Offer and Acceptance.” The back of th is form 
contains  the deta iled standard  term s and condit ions of the  sale. Special terms 
and conditions, as may be necessary , are  s et for th in typewritt en “notes” which 
are  atta che d to the form.

The “Jackson Amendment” (sect ion 501 of  Public Law 91-441, as extended) is 
redund ant  in sofa r a s cash sales are  concerned and  adds nothing to the author ity  
of the  Foreign Mili tary Sales Act. Ins ofa r as credits  and gua ran ties are  con­
cerned, the Jackson amendment is only an auth orization, unlimited in amount, 
for  appropria tions to be made to finance such cred its and  guaranties . An appro­
pria tion  made thereunder dur ing  the fiscal yea r 1971 was fully  utilized at  that  
time and no appro pria tion  the reunde r has since been requested of, or made by, 
the Congress. Although the Jackson amendment is not the autho rity  u nder which 
we have been provid ing logist ic suppor t to Israel  since October 6, it does, how-
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ever, cons titute an express ion of the sense of the Congress that  the Preside nt 
should furn ish to Israel  such items “as may be necessary to counterac t any past, 
present, or future  increased milit ary assistance provided to othe r countries  of 
the Middle East.” (An additional stat eme nt of the  sense of the Congress th at  
arms should be made available to Israel  “to the extent  that  the President de­
termines such assistance to be needed in order to meet threats to the  secur ity 
and independence” of Israel  is contained in section 5 of Public Law 91-672).

The proposed “Emergency Security Assistance Act of 1973” which the  Pres i­
dent tran smitte d to the Congress on October 19 would provide the Pres iden t, if 
enacted, with the following optional author ity  :

1. (a)  Logistic supp ort programed af ter the appropr iation has been made
1. (a)  Logistic support programed af te r the appropr iation has been made 

unde r the proposed act could be provided wholly on a gra nt aid  basis, with in the 
limits  of the  amount appropriat ed ; or

(b) The ent ire amount of the appropr iation could be used to finance a direc t 
DOD credi t to  Israel. (The proposed act does not  authorize gua ran ties  of priv ate 
bank loan s). This  credit  could be then used by I srael, subjec t to our approval, to
make payments as they come due on the “cash” purchases  made by Isra el from •
DOD or direc tly from commercial suppl iers before October 6, af te r October 6 
and a fte r enactment of the appropriation ; or

(c) The Preside nt may provide logistic support to Isra el on both a gra nt aid 
and cre dit basis in such combination as  he dete rmines .

2. To the extent  that  the appropria tion has  not been used for gra nt aid pur- *
poses, with in the  limi ts of that  remaining  balance , the  Pres iden t may at any
time pr ior to Jun e 30,1974 eithe r—

(a) Release Isra el of i ts obligation to make payments on cash sales concluded 
between October 6,1973 and J une 30,1974; and/o r

(b) If  a  direct cred it has  been extended under the proposed act prior to June 
between October 6, 1973 and June 30, 1974; an d/ or

(c) If a direct  c redi t has been extended  under the Foreign Mili tary Sales Act 
between October 6, 1973, and June 30, 1974, release Isra el of its  obligation to 
repay t ha t credit.

E mergency Military Assistance for Cambodia

Mr. P assman. We shall now discuss the budget amendment of $200 
million for Cambodia. I  believe tha t request is also being presented on 
an emergency basis.

Mr. Rush. Yes.
Mr. P assman. Tf T read the record correctly the first equipment 

tha t we sent to South Vietnam afte r the French had left was sent 
during the Eisenhower adminis tration in the way of economic aid.
Wo also provided some m ilitary advisers.

So beginning with Mr. Eisenhower, continuing under President 
Kennedy, President  Johnson, Mr. Nixon, and all of our great  ad­
mirals and generals of the past and present, they all said th at th is was 
a good investment. They felt tha t it was necessary to preserve the 
sovereignty of South Vietnam.

As we look at the record we find t hat  the South Vietnam aid now 
exceeds $141 billion.

If  tha t is a good investment, then it is necessary to continue some 
tvpe of economic aid for South Vietnam, otherwise this  investment rhas been lossed.

Is tha t a fa ir statement?
Mr. Rush. Tha t is a fair  statement.
Mr. P assman. We must also consider Vietnam in connection with 

Cambodia?
Mr. R ush. Yes.
Mr. Passman. We know th at this great President—and the com­

mittee knows I feel tha t way about the President, I like him and 
think he is a grea t President. I think it is perfectly obvious tha t if
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th is  man  ha dn ’t mu stered  sufficient cou rage  to go wi th his  wisdom 
an d move in and  bomb Cambodia and Haiph on g we cou ld sti ll have 
been in that  conflict. I sn ’t  th at  rig ht ?

Mr. Rus h. Tha t is rig ht .
Mr.  P assman. So it is high ly  essentia l we tr y  to keep Cam bod ia 

on the  side of, sha ll we say, the free nat ion s in th at  p art  o f the  world . 
I wa nt  it  made  ab un da ntl y cle ar I am not a foreign  aid  enthu sia st, 
bu t I am a rea lis t and  wa nt  to be a resp onsible  M ember  o f Congress.

The $141 bill ion inv estment in South  Vietnam  does no t take int o 
con sidera tion the  bil lions we pro vid ed  fo r Ko rea , Ta iw an , and Lao s 
which is also a tremendous investment.

You hav e reac hed  the po int where you eit he r give  them min imu m 
supp or t or  the y can ’t survive . Is  t hat  a  cor rec t sta tem ent ?

< Mr.  R us h. Th at  is true .

EX PLAN AT ION  OF CAMBODIAN NEED

t  Mr.  P assman. Mr . Se cre tar y, why  do you con sider th is  an emer­
gency ?

Mr.  R us h. In  Cambod ia we ha ve a p roblem, M r. Ch airma n, no t dis ­
sim ila r from Isr ae l in th is  sense—t hat  the exis tence of  Cam bod ia is 
being  threa ten ed  by hostil e forces from  outside , in th is case Hanoi.

Th e wi thdraw al,  the cessation of  our bom bing on Au gu st 15 under 
orde r o f C ongress did  no t r esult  in the collapse o f th e L on Nol Gove rn­
ment or  the  Cam bod ian Gover nm ent  forces .

In ste ad  they pu t up a  very good fight.  They  did, however,  have  to use 
more ammuniti on th an  the y ha d been usin g. Th ey  went up  as high  as 
op erat ing at  abo ut a mil lion  do lla rs a day  of  ammu nit ion , which is 
about wha t our  force s wou ld have used un de r sim ila r circu mstances , 
because the y did  no t have o ur ai r supp or t, and  they  were  a ble to pr e­
vent any signif icant vic tory on the par t of  the Com mun ists.

We  th in k the  L on Nol Government  h as a good chance to  survive if  
we give them the  tools to do so;  the tools  b ein g in lar ge  m easure  am ­
mu nit ion , small arm s, t hat k ind  o f th ing .

We th in k t his  $200 mi llio n is abso lute ly essen tial  to  help b rin g about 
peace or m ain tai n the  chance o f peace in S ou the ast  Asia.

As you said , Cam bod ia is an  in tegral par t of the  South eas t Asia 
str uc tur e, and  the  collapse of the Lon Nol Gover nment  and takeov er 
by  Com munists in Cambodia would serious ly jeo pardize  peace in 
Vie tnam.

So we consid er th is to be a v ery  small investment, to use y our te rms , 
* to give th e Cam bod ians  a chance to  main tai n the peace.

CAMBODIA ESSENT IAL TO SURVIVAL OF VIE TN AM

’ Mr . P assman. I f  we should  lose C amb odia , does it  mean these sanc­
tuar ies th at  th e Com munis ts used  to use t o at tack  o ur men and re tu rn  
will  reop en?

Mr. Rus h. Hano i a does now use san ctu aries in Cam bodia.
Mr.  P assman. I  am ta lk in g abo ut the  p ar ticu la r are a we are tryi ng  

to prote ct now.
Ad mi ral  Moorer. I t  i s worse  th an  w ha t you say  because th is would 

give the No rth  Vie tnamese access to  the sea th ro ug h the Komp ong
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Cham, which used to be called Sihanouk Villy when Sihanouk was 
in Cambodia.

This would significantly reduce the ir logistics problems, part icu­
larly with respect to tha t pa rt of South Vietnam just south of Saigon, 
and make the problem for the South Vietnamese Forces far  more 
difficult than it is under the present situation.

In addition, as you said, they would have access to those sanctu­
aries. They would have access to the large amount of rice that is grown 
in Cambodia and it would make a significant addition to their overall 
strength.

Mr. P assman. Then really if we are going to preserve th at invest­
ment, which the Democratic and Republican Presidents together said 
was a good investment, then this request is essential ?

Admiral Moorer. In my view, yes, sir. *

U. S.  MA IN SOURCE OF AID TO CAMBODIA

Mr. P assman. Are they receiving a id from any other source? .
Admiral Moorer. Not of any consequence, s ir .--------.

BOM BING  PREVENTED FALL OF PI IN OM  PE NH

Mr. Passman. I s the capital city still in the hands of our friends?
Admiral Moorer. Yes, sir. Tha t is the key to the success. I t is man­

datory tha t they hold Phnom Penh. About July of last summer, sir, 
the insurgent forces made the decision th at they would do what they 
could to seize Phnom Penh before the wet season set in.

They proposed to do this by actually assaulting the city. I don’t 
think  tha t they wanted to destroy the city, they simply wanted to cause 
the fall of the Lon Nol government and take over the infrastruc ture 
in the city themselves. They wanted to hasten the fa ll of Lon Nol and 
the seizure of the capital city, because at tha t time I  think thev were 
concerned there would be some negotiations take place outside of Cam­
bodia which would mean that Sihanouk would gain control.

In any event, i t was the bombing, in my view, tha t stopped what 
otherwise would have been the capture of  Phnom Penh. And therefore 
when the bombing cessation went into effect on the  15th of  August, 
there was a situation where, al though the insurgents had rimmed the 
city, they were falling back in disarray having suffered about 15,000 
killed.

At that  point, or right afte r the wet season set in over there, the 
river flooded and the mobility then of the insurgent forces was seri- j
ously handicapped.

During the wet season, which obtained from last summer—and there 
still is a certain amount of flooding going on—until December the in­
surgents confined their action to harrassing  attacks. r

They have cut Highway 5, which moves from Phnom Penh to Bat- 
tambang, northwest of Phonm Penh. They have intermittently cut 
Highway 4, which goes from Phnom Penh to the seaport of  Kompong 
Cham. However, the Mekong River has been completely open and we 
have been able to use the river to supply the city.
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NEW ASSAULT EXPECTED IN  PI IO NM  PEN H

Now the  dry season will  re tu rn  next  m onth .---------the  ins urgents
wil l once more  att em pt  to st rang le  Phnom Penh , and the y hav e been 
busy du ring  th is wet season recrui tin g and tryin g to  replace these 
losses and get ready fo r th is assaul t.

At  the same tim e the  Camb odian  Government  forc es have been 
ma kin g effo rts to  imp rove th ei r com bat  ca pabi lity in  or de r to with ­
stan d th is  assa ult.  So th is aid  we are  req uesting  i s necessa ry to  m ake 
ce rta in  t hat  t hey  ha ve the necessa ry ammu nit ion  a nd  weapo ns, simple 
as th ey may  be.

CESSA TION OF AIR STR IKE S NECESSITATES AM MUNIT IO N

« Mr . Clements. I would  like to  rep ea t and  emphasize  wh at  the
Se cre tar y said, in the  sense t hat  I  t hink  we see th is  incre ase d expendi­
tu re  o f a mm unitio n because th e C ambod ians no lon ger ha ve th e benefit 
of ou r ai r str ike s, and therefore the y are  havin g, in effect, to com-

♦ pen sate fo r t he  lack of  a ir  st rik es  by  a  gr ea t increase in t hei r e xpend i­
ture  of  m or ta r an d a rt ill er y fire.

Th at  is where a la rge p ar t o f th is  exp endit ure wil l go.
Mr. P assman. I  thou gh t the y ha d sufficient a mm unitio n an d weap­

ons d ur in g the ai r s trike  pe riod. Di d the y have  a sho rta ge  of  weap ons?
Mr . Clements. No, sir , they  ha d weapons, bu t th ei r expend itu re 

ra te  has  gone up sig nif ica ntly due  to  the absence of  air str ike s.
They req uir e more  am mu nit ion  wi tho ut the  str ikes  th an  with the  

air str ike s.
Mr.  P assman. I f  th ey  had  w ha t you proposed now and f or  the fo re­

seeable  fu ture , along wi th  t he  a irs trikes, it  looks like the y could hav e 
knocked t hi s out.

Mr . Clements. N o, s ir, because wh at  i s going  on there , we were  in 
fac t bom bing the  ins urgents  r ig ht  a long side  th e ba ttl e lines. Th is was 
in effect re plac ing the a rti lle ry .

GOV ERNMEN T CONTROL OF CAMBODIA REAL ESTATE

Mr.  Conte . H ow m uch of  th e rea l est ate  in  Cam bod ia is u nd er  con­
tro l o f the L on Nol go vernm ent?

Ad mira l Moorer. I  wou ld say  about 25-30 percen t. That  is rea l 
est ate  of course th at  is aro un d all  of  the po pu lat ion  con cen tra tions 
and th at  real  esta te which borders  on bo th sides  of the  lines o f supply , 
the h ighw ays an d r iver.

'  Mr.  Conte . T hi rty perce nt of the real estate , and how much of the
popu lat ion  ?

Ad mira l Moorer. T t hi nk  th at  would be somewhere—I  do n’t know  
the  exact figure,  but  60 perc ent or  so. I will  ge t the ex act figures fo r you.  
Because du ring  the  las t ye ar  th e insurgen ts did , I th ink,  acqu ire 
con trol o f 10 percen t m ore of  the  te rr itor y than  they ha d the pre ced ing  
yea r. I  know th at  figure, bu t I  wil l give  you the exact  percentage s fo r 
the  reco rd. I t hink  60 percent  is r ight .

Mr.  Conte. W hen  you ge t it  fo r the record , show how  it  com pares 
wi th a ye ar ago.

24- 904— 73 10
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Ad mi ral  Moorer. They tell me T am rig ht . The ye ar  before it  was 
2 perce nt more in f avor  of the  Lon Nol government.

Mr. P assman. The foe o r th e fri en d con trol s 10 percen t more of  th e 
real esta te ?

Ad mi ral  Moorer. The  foe con tro ls 10 percen t more. On the  oth er 
hand  the  big  city of Komp ong Cha m no rth  of  Phnom Penh  on the  
Mekong River, the Com mun ists pu t ou t ins tru ctions which we got 
our  ha nds on sayin g it was manda tory  t hey captu re the  c ity , and they  
fai led  to do it a nd  the L on Nol forces m ana ged  to  d efe at them severely 
in the ir  efforts to  do th is.

AID TO CAMBODIA CONSIDERED VITAL

Mr. P assman. T o say the least, th ei r work  is cut  ou t fo r them.
They are  going to have to pro tec t the  capit al city  wi tho ut the  benef it 
of  our  airstr ike s.

Mr. R us h. Yes, si r. W ith ou t t hi s ap prop ria tio n the y have  no chance.
Mr. P assman. You make th at  as a sta tem ent of  fac t ? «
Mr. R us h. Yes.
Mr. Yates. Mr. Chairm an.
Mr. P assman. Yes.
Mr.  Yates. You say the y have no chance. Are  there  any  efforts 

being made to tr y  to find some so rt of set tlem ent  between the  par ties?
Mr.  R ush. As you know, the  Lon  Nol governm ent  called  a cease­

fire sh or tly  af te r the  sig na ture  of  the  agreem ent  in Pa ris . Th is was 
not  accepted  bv  the  oth er side , and ins tea d the y launch ed an offen­
sive and  have  been relyin g on the  m ili ta ry  opt ion  to tak e over. I t is 
only  when th at  is defeated the y wi ll in iti ate-----

AID IS  IN  ADDITION TO FISCAL YEAR 1974 BUDGET REQUEST

Mr.  P assman. Mr. Secre tary, in the document  sub mi tted to Congress 
you ind ica ted  th at Cam bodia was scheduled to receive in fiscal yea r 
1974. $167,200,000 in mili tary  as sistance, $5.8 m illion fo r t ra in in g,  and 
$7 millio n in excess defense ar ticl es.

Is  that  corr ect ?
Mr. R us h. Yes, si r;  th at  is correc t.
Mr. P assman. You are now req uesting  an ad dit ion al $200 mil lion  

in fiscal 197-1 fo r Cambodia. Is  th at  corre ct ?
Mr. Rus h. Th at  is correct.
Mr. P assman. So vou feel wi tho ut th is $200 million C ambod ia would 

not  be able to  defe nd  its elf  ? , f
Mr. R us h. That  is correct.
Ad mi ral  Moorer. I would like  to  m ake the point  th at  the  prev ious  

requ est of  $180 million you refer red  to,  of course, was computed on 
the  assu mption  we would be c on tin uin g to bomb. It  made a difference f
when we stopped the  bombing. We ha d to tran sf er  addit ion al am­
mu nit ion  to  them.

Mr.  Roush. M r. Ch airma n, I  wan t to  make sure  I  underst and.
Ts yo ur  request in addit ion  to your  1974 b udget requ est or  is it in 

addit ion  to t ha t amount  whic h is a vai lab le u nder th e con tinuin g reso lu­
tio n ?

Mr.  Rus h. I t  is in addit ion  to t he  $180 million th at  is th e b udget  r e­
quest.



V

137

Mr. Passman. In other words, this should be added to the origina l 
budget of $167,200,000 in military assistance, $5,800,000 fo r t raining,  
and $7 million for defense articles.

Mr. Rush. That is right.
Mr. P assman. Do you feel this is a minimum by which you can op­

erate this program?
Mr. Rush. We have this carefully itemized and thin k it is the correct 

figure.
ITEM IZAT ION OP CAMBODIAN PROGRAM

Mr. Rousii. Concerning the itemization, Mr. Chairman, in your 
statement on 5 and 6, the amounts you set ou t here of $100 million for 
ammunition, the $8 million for operations and maintenance, equipment 
requirements $50 million, and the delivery $30 million; I think  tha t 
totals $188 million.

Mr. Clements. Mr. Congressman. I think you are approximating  
these numbers from his statement. Here are the details, and I would 
ba happy to supply th is fo r the record. Mr. Chairman.

Mr. P assman. Without objection, they will be inserted in the record. 
This is a detail backing up of what I  read into the record.

Mr. Clements. Yes.
[The detail follows:]

FISCAL YEAR 1974 CAMBODIA MAP REQUIREMENTS'

[In mil lions of dollars]

Category
Current 

CPD requirement

Equ ipment .......................................................................................................................................
0. & M......... ...................................................................................................................................
Am mu nition ....................................................................................................................................

7.9 59. 4
40. 3 48. 0

119.0 227.7

Su btotal -. .  
Supply operations.

167.2
13.5

335.1
45 .0

To tal.................................................................................................................................... 180.7 380.1

1

'  Excludes train ing  (5 .8) and excess defense artic les (7).

Mr. Rousii. I totaled the items which came to $188 million.
Mr. R ush. In my statement I  mention $100 million and go on with 

the other amounts which equals $188, but $200 million is the total 
figure.

Mr. Rousii. Thank  you.

EQ UI PM EN T TO BE SUPPLIE D

Air. P assman. Mr. Secretary, you just stated you are requesting the 
additional $200 million in fiscal 1974 for Cambodia. Please provide 
for the record what equipment will be provided to Cambodia and the 
need for these funds. Indica te the various items tha t make up this 
request. You may wish to combine the original budget request with 
the $200 million you are currently requesting.

[The classified list was supplied to the committee.]
Mr. Passman. I  don’t want to get on your side of the table, but I 

know about the investment we made in tha t par t of the world. Not

5
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just the  $141 billion, but there were over 100,000 precious lives lost in 
Korea and in Vietnam.. Isn’t tha t true?

Mr. Rush. Tha t is correct.
Mr. Passman. We have to protect the honor of these people who 

made the supreme sacrifice to carry  out our foreign policies under 
four Presidents and all of them great Presidents.

AID REQUEST PRE VEN TS FU ND  DIVERSION

Mr. Roush. Mr. Chairman, I observe on page 6 of the statement 
that  it is alleged we need the $200 million requested in this legislation 
to fund the Cambodia program and to maintain modest military assist­
ance programs to other governments such as Turkey, the Philippines, 
Korea, and Thailand.

What do you mean?
Mr. R ush. What  we meant by th at was this : If  we do not get this 

money we would have to divert virtually all of the other money in 
our military  assistance fund to Cambodia because we cannot let Cam­
bodia down. This would mean you would not have money left over 
for the other countries.

Mr. Roush. The $200 million does not include money for Thailand?
Mr. Passman. Without the $200 million you would have to take 

practically  all of the money you requested for military assistance 
worldwide and transfer it to Cambodia.

Mr. Rush. This is right.
Mr. Clements. I think the record needs to reflect, Mr. Chairman, 

that these people, have demonstrated a will to survive since the bomb­
ing stopped in August that is most admirable and is enti tled to the 
proper response from us.

Mr. Passman. I used to think I would miss something if I didn 't 
interrogate each witness for a t least 3 days but t hat  wore oft' af ter  19 
years as chairman of this committee.

You have made one or two very positive statements about this re­
quest. 1 have never known you to purposely make an inaccurate sta te­
ment. You said that  without the $167.2 million and the $200 million 
you are now requesting the entire investment in Cambodia would be 
lost. 1 am going to accept that  on face value.

FUN DS ALLOCATED TO DATE

What funds have been allocated to Cambodia under the continuing 
resolution?

Mr. Clements. To date we have implemented $118 million for 
material and services, $4.1 million for training  and, $0.3 million in 
excess defense articles against the fiscal year 1974 Cambodia MAP 
under continuing resolution authori ty.
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Mr. Passman. Has any equipment been sent to Cambodia beyond 
what is now available under the continuing  resolution authority?

If  so, under what authority was this additional equipment provided ? 
Mr. Clements. The only equipment being provided Cambodia by 

the Defense Department is that which is available under the continu­
ing resolution authority  o r previously funded under prio r legislation 
covering U.S. military assistance.

UNDELIVERED BALANCE

Mr. Passman. Wh at is the undelivered balance or pipeline presently 
credited to Cambodia?

Mr. Clements. The best estimate of the present undelivered balance 
* of materiel and services to Cambodia is approximately  $125 million.

Mr. P assman. W hat are the total  funds you have obligated in fiscal 
1974 for Cambodia?

Mr. Clements. To date we have obligated $122.1 million for imple- 
9 menting orders issued against the fiscal year 1974 Cambodia MAP.

possibility of loans

Mr. P assman. Does the Cambodian Government have any ability 
to pay the United States back if some of this assistance were pro­
vided on a credit-sales basis ?

Mr. Clements. No, at least not in the near term. The GK R foreign 
exchange reserves are very thin. Earnings from exports barely cover 
their expenses on the invisible account. The bulk of the merchandise 
imports are funded bv U.S. bilatera l assistance and by the multilateral 
exchange support fund (E SF ). Over a 5-, 10- or 15-year time horizon, 
Cambodia possibly could bear some additional debt. However, addi­
tional foreign exchange debt would be at the expense of reconstruction 
and development expenditures. More importantly,  the United States 
has been actively encouraging thi rd countries to provide additional 
gran t assistance. Credit  sales by the United States would undermine 
this effort, and possibly jeopardize the $17-20 million in thi rd country 
donor assistance Cambodia is now receiving.

ECONOMIC SITUATION

Mr. P assman. What is Cambodia's present economic condition and 
what is the balance of her foreign exchange account ?

I Mr. Clements. Cambodia's present economic situat ion is unenvia­
ble—domestic production has fallen  off very sharply,  prices are rising 
at an annual rate in excess of 270 percent (lower class Consumer Price 
Index over the first 10 months of the ye ar),  and the real income of all 
elements of the society is eroding sharply.
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[L ist  follows: ]
Exchange reserves (end Oct. 1973) :

G ol d___________________________________________________
Dollars ________________________________________________
SDK’s _________________________________________________
Reimbursement due______________________________________
Liabil ities to commercial banks_____________________________

.V il hong  
$17.4 

6. 1 
4.9  
5.6  

- 2 .0

Net usable foreign  exchange position---------------------------------  32. 0

Balance of payments (1972) :
Goods and services:

Imports (f.o .b.)______________________________________  1 -9 4 . 3
Exports (f.o.b .)______________________________________  9.9
Service (n et )________________________________________  —31.2
Sendees (n et )_______________________________________  —31.2

Total  (n et )_______________________________________  —118.6

Capita l ________________________________________________  9. 2
Foreign aid_____________________________________________ 2 —190. 1

T o ta l________________________________________________  -1 2 .3
Reserve drawdown_______________________________________  (12.3 )

1 Ex cludes  noncomm ercial Imports.
2 Fr om all sources.
Mr. P assman. Is  the  ad mi nis tra tio n req ues ting a uth or iza tio n for  the 

en tir e $200 millio n ?
Mr. Clements. Yes.
Mr.  P assman. W ha t if Congress did  no t pro vid e these fun ds fo r 

Cam bod ia you are now reques ting ? Arc the re any  other  funds th at  can  
be used fo r C amb odia?

Mr.  Cleseents. There  are  no fun ds or  au thor ity  at  th is tim e oth er 
than  mili tary  assis tance  fund s th at  can be used to meet Cam bod ia's  
needs.  I f  we do not get the  $200 mill ion we a re reques ting , the  money 
will have  to lie taken  from  othe r mili tary  assi stance pro gra ms  whic h, 
as a result , will be fo r all pra ctical  pur poses  n one xis ten t. An al te rna­
tive, of  course, would  be to  use section 506 drawdown  au thor ity  if  th e 
Congres s renews and  extend s th at  au thor ity  fo r th e fiscal year 1974 
an d does so before we d isr up t o the r cou ntry p rog ram s.

TOTAL U. S.  AID

Mr.  P assman. Plea se tell the committee w ha t has been the to tal  U .S. 
mili ta ry  assi stance provided to  Cambodia over  the  years ?

Mr. Clements. S ince 1950, U.S.  mili ta ry  assi stan ce deliveries  have f
to tal led $480 mill ion. Th is inclu des M AP  gr an ts  (th roug h Sep tem ­
ber  30, 1973). In  addit ion , excess defense art icles provided totalled 
$62.8 million at a cqu isit ion  cost.

It  should be noted th at  the re was no gr an t assistance pro vid ed r
between fiscal year 1965 to  1969, bu t such ass istance  was resumed  in 
fiscal year 1970 and has cont inued s ince th at  da te.

Mr.  P assman. When did  we s ta rt  the m ili ta ry  as sista nce  program  to  
Cambodia and has  it always  been a gr an t prog ram ?

Mr. Clements. M ili tary  assistance to Cam bod ia was resum ed in 
Apr il 1970 an d it  has been a g ra nt  prog ram  s ince t hat  date.
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Mr. P assman. W hy  do you con sider the  request fo r $200 mil lion  an 
emergen cy requ est ?

Mr. Clements. Because of the  cri tica l combat s itu ati on  in Cam bodia.
Mr. Passman. Can  some of  the  art icles th at  are  prese ntly undeliv ­

ered  have thei r del ive ry dates  accelerated  and the refore  cu t down on 
the  $200 m illion reques t? If  so, how much?

Mr. Clements. We  hav e alr eady  acceler ated  del ive ry dat es to the  
maximum ex ten t feas ible.

TOTAL REQUEST

Mr. P assman. Is it tru e t ha t your  tota l request fo r Cambod ia in fiscal 
year  1974 is now $380 mil lion  for  mili tary  ass istance  when you combine 
the tw o requests?

Mr. Clements . Yes.
*• Mr. Passman. W ha t part  o f the $200 mil lion  w ill be u sed  f or  tr an s­

po rta tio n and  ha nd lin g of  ma ter iel  and wha t part  wil l be  spe nt fo r 
actual  mate rie l ?

Mr. Clements. A pp roximatelv  $30 m illion wil l be used  fo r supply 
opera tio ns  costs ; the  balanc e will  be used  fo r ac tua l materi el.

SOURCE OF MA TERIE L

Mr. P assman. Wh at  wil l be the  source o f the ma ter iel  we will supply 
to  Cam bod ia?

Mr. Clements. Most of  the ma ter iel  will be ta ken from the  stocks of  
mili ta ry  departm ents. A sma ll po rtion  of  ma ter iel  will  be obt ained 
fro m new procureme nt.

FIRM  ALLOCATIONS

Mr. P assman. C ould  you tell  the  committ ee how much  of  t he $200 
mil lion  requ est is pre sen tly  firm ly allo cated to specific item s o f e qu ip­
ment or  services and how much  is jus t include d as a buf fer with no 
specific allocation at th is  tim e? Have you obligate d any of the  $200 
mil lion  requ est in an tic ipa tio n of receiv ing  the  fun ds?

Mr. Clements. All of  the  requested  $200 mil lion  ha s been ea rm ark ed  
fo r specific art icle s or services but  none  of the  fund s hav e been obli­
gated.

U.S.  COMM ITM EN T

Mr. P assman. Does the Un ite d State s have a for ma l trea ty  wi th 
Cambodia ?

Mr. Clements. No.
PEACE NEGOTIATIONS

Mr. P assman. W ith  rega rd  to Cambodia, cou ld you tell  the  com­
mitt ee the  sta tus  of any  peace negotiations a t th e pre sen t t ime and who 

'  are  the  pa rti es  to these nego tia tions  ?
Mr. Clements. A s fa r as we know, there  are  no peace neg otiations 

und erw ay now. I n  J u ly  a nd  again  in September, the  Khm er  Repu blic  
offered to open neg otiations uncond itio na lly  wi th  any  rep res entat ive  
of  the Kh me r insurg ents. The la tter  refuse d to con sider neg otiatio ns 
and c ont inued to call ins tea d fo r what amounte d to  the ca pit ula tio n of 
the  Gov ernmen t of  the  Kh mer  Rep ubl ic.
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THIRD  COU NTR Y AID

Mr. Passman. Are any other countries supplying military assistance 
to Cambodia?

Mr. Clements. In  the pa st ,--------provided military assistance to
the Camlxidian force s------- and South Vietnam provided t rain ing to
various elements of the Cambodian Armed Forces. -------- currently
has a train ing program in artillery and a ir --------are currently coop­
erating  in providing instructors in connection with MAP-supported 
train ing for Cambodians at --------bases.

While we do not have the exact sums, the dollar value of the  assist­
ance provided is relatively small compared to the U.S. expenditure 
for military  assistance.

Friendly foreign countries furnish  be tween --------and---------mil­
lion per year of economic and humanitarian assistance to Cambodia.

PAY OF SALARIES OF CAMBODIANS

Mr. P assman. Are any U.S. milita ry assistance funds or any U.S. 
funds provided to Cambodia used to  pay sa laries or benefits to Cam­
bodian soldiers or any third  country soldiers ?

Mr. Clements. The Uni ted States does not  pay for any salaries of 
third country soldiers in Cambodia. Furthermore, no U.S. military 
assistance funds are used to pay salaries or benefits for Cambodian 
soldiers. The United States does provide economic assistance in the 
form of commodity imports managed bv U SAID which generates a 
certain amount of income in the form of local currency. With the 
approval of the United States, the Cambodian Government uses a p or­
tion of this  income to pay salaries and benefits to Cambodian soldiers.

In calendar year 1972, these gran ts amounted to 7 billion riels in a 
total military budget of lfi billion riels. For calendar year 1973 grants 
of about 13 billion riels are projected in a total military budget of 
approximately 21 billion riels. By agreement with the United States, 
these funds are used for such purposes as :

Payrol l support ;
Construction of training faci lities; and 
Construction of dependent bousing.

TH IRD COUNTRY PER SONNEL FIGHTI NG IN  CAMBODIA

Mr. Passman. Are any third country personnel now fighting in Cam­
bodia or providing advisory services? If  so. what countries and in 
what numbers?

Mr. Clements. There are no thir d country personnel fighting in 
Cambodia on the side of the Khmer Republic.------- .

NUMBER OF U. S.  PERSONNEL

Mr. P assman. How many U.S. personnel are located in Cambodia 
and please break tha t down into number of civilians and number of 
militarv personnel ?

M r. Cf.fmf.nts. There are 191 U.S. personnel in Cambodia employed 
by the U.S. Government. These comprise 77 civilian and 114 military.

Mr. P assman. Are any U.S. personnel acting in a military advisory 
capacity ? Wha t are their duties ?
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Mr. Clements. U.S . personnel  are  no t ac tin g as mili ta ry  adv isers 
in Cam bod ia. In  th is rega rd , 1 am aware  of the  GA O repo rt,  dated  
October 10, 1973, which sta ted th at  the  mili tary  equip me nt del ive ry 
team Cam bod ia (M ED TC ) was eng aged in activ ities  bey ond  its  p ri ­
ma ry fun ction  and operate d much the  same as mili ta ry  assi stance 
advis oiy  grou p in any  othe r cou ntry. The De pa rtm en t of  Defense 
main tai ns  t hat  the M ED TC  has  perfo rm ed  its  du ties in conform ance 
with its resp ons ibil itie s un de r the Fo reign  Ass ista nce  Ac t and has 
no t par tic ipated  in mili ta ry  ad vis ing in vio lation o f legis lat ive  proh ibi ­
tio n again st this . I t  has  also  ma int ain ed  a respons ive at tit ud e to the  
recommendations made by bodies such as Con gress fo r increased 
efficiency an d effectiveness wi th  the arm ed forces of the Kh me r 
Rep ubl ic.

EFFECT OF BOMBING CUTOFF

Mr.  P assman. W ha t was the  effect of  the  Au gu st 15 U.S . bombing 
cutof f ?

Mr. Clements. The effect  of  the Au gust 15 U.S. bom bing cutoff 
was an increase in the requ ests by the FA NK fo r ammu nit ion  and 
some ad dit ion al equ ipm ent . Ta cti ca lly , com bat  ac tiv itie s aro und 
Phn om Pe nh  subsided as the enemy, weakened  by the U.S . ai r of ­
fens ive pr io r to the  cutof f, tem po raril y re tir ed  to  reo rga nize and  re­
bu ild  it s forces. FA NK forces, s up po rte d solely by th ei r own ai r force  
and ar til le ry , conducted lim ited opera tions to  co nso lida te th ei r defen ­
sive per imeters. Dur ing the perio d Au gust 21 to  Septemb er 28 the 
forces of  combat sh ift ed  to Ko mp ong Cha m, 50 miles north east of 
Phn om Penh , where th e enem y att em pte d to  seize the pro vin cia l 
capit al.  In  spi te of severe losses on both sides, the FA N K  held  on 
the  ci ty, wi tho ut the  su pp or t o f U .S.  combat  a ir  supp or t, rel ying  solely 
on the  str en gth of thei r own arm y, navy, and ai r forces .

USE OF U.S.  FUNDS

Mr. P assman. W ill any of the U.S . fun ds  reques ted fo r Cam bod ia 
in fiscal 1974 be used  to fund  Camb odia’s police an d inte lligence 
agencies ?

Mr. Clements. A very sma ll amount of  local currency gen era ted  by 
U.S . program s may  ind ire ctl y reach the Kh mer  M ili ta ry  Police 
th roug h budget support . Th e commod ity im po rt prog ram and Public 
Law  480 ge nerate  local currency used by the  G KR fo r budget support . 
Mos t o f thi s s up po rt goes to the  M ini str y of Defense t o pay its  arm ed 
forces . The Genda rmerie  Na tionale—mili ta ry  police—is a very small 
int eg ral  elem ent of the  Kh mer  Armed Forces. Local cur rencies gen­
erate d by U.S . program s are  released in b lock sums and  are  n ot des ig­
na ted  or  iden tified for su pp or t of ind ividual un its  or  elem ents  in the 
Defense  bud get . As the money is fun gib le,  it  is no t poss ible  to  say 
wh eth er the Gendarm erie Na tional e is pa id fro m na tio na l budget 
fun ds  or  from the  C IP  or  the  Pu bl ic Law 480 generat ed  currencies. 
Th e C IP  and Publi c Law 480 local cur rencies released in ca len dar 
year  1972 financed only about one-third o f the total  pay  and  allowances 
of  the Kh mer  Arme d Forces . T he re  are  tw o mili ta ry  police p latoons— 
80 men—assigned to in fa nt ry  divisions. Along  wi th the  divisions, the  
pla toons receive M AP  support .
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There is no public safety  program in Cambodia. However, we un­derstand that  the narcotics branch of the Khmer police may receive $3,000 worth of spare parts in fiscal year 1074.
Mr. P assman. I f so, what will this a id consist of and what are the amounts?
Mr. Clements. In fiscal year 1073 AIT) expended $24,000 in Cam­bodia as part of the international narcotics control program. These funds were for vehicles and other equipment for the Khmer police’s narcotics branch. For fiscal year 1074 we understand tha t $3,000 may be spent for spare parts.
Mr. P assman. Will any U.S. funds go to support Cambodian pris­ons in fiscal year 1074 or has the United States supported Cambodian prisons at any time ?
Mr. Clements. No. The United States furnished some material and out of country train ing to the  Khmer military to help them establish 

and improve prisoner-of-war facilities. This exception originated from our concern for captured and missing Americans in Indochina. MAP- supplied equipment valued at  $110,224 was provided to improve pris- <oner-of-war facilities. We also made available an undeterminable but small amount of local currency for POW  camp improvements.
Mr. P assman. Do the Cambodian police employ torture techniques or repress the Camlx>dian citizens?
Mr. Clements. Not to our knowledge.

PA Y OF “ PH A N T O M  TROOPS”

Mr. Passman. Has the United States provided any funds to Cam­bodia which have been used by the Cambodian Government to pav for “phantom troops” ? If  so, how much? Is the United States still paying for “phantom troops” now ?
Mr. Clements. The United States provides general support to the Cambodian military budgets from local currency generated out of imports provided under our economic and agricultural assistance pro­grams administered by AID. Indirectly, therefore, we lend assistance to Cambodia’s military forces, and to the extent that these forces con­tain nonexistent bodies, or “phantom troops,” we have contributed to their funding.
Every effort is being made to eliminate payroll discrepancies and to institute centralized payroll accounting procedures which is bring­ing this problem under control. We are doing th is selectively on units over which we can exert some control.
For  example, the number of troops carried on the payroll of the Cam- 4bodian Army in November 1972 exceeded 300,000. Bv September 1973, the Cambodian Army had reduced its payroll figures to 235.000.The U.S. Embassy continues to urge the Khmer Republic to resolvethis problem totally. *
Mr. Passman. Are there other cases of corruption taking place in the Cambodian Government now ?
Mr. Clements. Allegations of corruption are almost endemic in any area devasted by war and conflict and Cambodia is no exception. Pre­

viously we have received reports of illegal buying of  military equip­ment by the Cambodian Army from the South Vietnamese Army.
Afte r strong representations to Phnom Penh and Saigon, we believe this practice has stopped. We have received reports of sales of scrap
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mate ria ls which  a re n ot in a ccor dance with normal disp osa l p roc edu res  
and we are  investi ga tin g these alle gat ions. Whil e the op po rtu ni tie s 
fo r corru pti on  are  infinite , ou r procedures will  con tinue to emphasize  
a tho rou gh  inv est iga tio n of  t he  ch arges, followed by ap pr op riate co r­
rec tive  action,  where U.S . fund s are  involved. We are convinced  th at 
Pr es iden t Lon Nol, an d othe r GK R leaders are  fu lly  aware  of  the 
problem of corru ption .

U. S.  PER SON NEL

Mr. P assman. As you  know , the re is a res tri cti on  th at  only  allows 
200 U.S.  perso nnel  to be prese nt in Cam bod ia at  any one time. W ould 
U.S . contract  perso nne l be exclud ed f rom  th is  ceil ing  ?

I f  so, could  you tel l the com mit tee how many U.S . contr act perso n­
nel are  pre sen tly  in Cambodia and  wh at is t he  gr an d to tal  of all pe r­
sonnel presen t in Camb odia th at  are being finan ced ei ther  d ire ctl y or  
indir ec tly  by  the  U ni ted Sta tes ?

Mr. Clements. U ni ted State s contr ac tor personnel  are  not included 
in the cei ling of 200 U.S . pers onnel. Cur rent ly  there are  9 U .S.  con­
trac to r pers onnel. In  sum ma ry the numb er of pers onnel pre sen t in 
Cam bod ia, who are  employees of the  U.S . Government  include 191 
U.S . personnel (77 civ ilia ns  and 114 mili ta ry  pe rs on ne l) ; 85 th ird 
coun try  na tio na ls (13 in the  U.S . Em bas sy and 72 in contr ac tor -re ­
lat ed  jo bs) ; and 112 Camb odians employed in the U.S . Embassy.

Mr. P assman. Mr. S hr ive r.

SIHANOUK’S ROLE IN  CAMBODIA

Mr.  S hriver. Tha nk  you, Mr. Ch air ma n. In  rega rd  to Cam bod ia 
there hav e been news repo rts  th at  the  form er  Cam bod ian  lea der 
Sih anouk had severed ties w ith  a t l east  some of the  rebel s now fighting  
government forces.

Is  th at rig ht?
Mr. Rush. H is  role is som ewh at ambiguo us. There  are  various fac­

tions a mon g the  Com mun ists.  W hile y ou r in form ati on  is not absolutely  
acc ura te i t looks  as tho ug h Sih anouk's  role m ay be  to a  degree as media­
to r among  the  fac tions  and not the  lea der of  any pa rt icul ar  fac tion, 
although he h as his  own.  So th ere is a  real question wh eth er Sihan ouk 
wou ld eve r be a leader .

PRESENT STATUS OF CAMBODIAN SIT UA TIO N

Mr.  S hriver. Could you expla in the  s itu ati on  ov er the re?
Ad mira l Moorer. I  will be gla d to answer any ques tions .
Th e s itu ation  is  th at  we ar e com ing to t he  en d of the wet season and 

---------the  ins urg ents w ill once a gain at tempt  to  bring  about  th e d own­
fall  of  the Cam bod ian  Gov ernment th roug h inter dict ion of the  sup­
ply  l ine s and  assa ult on the  capit al city of Ph no m Pe nh  itsel f.

Mr.  Shriver. W ha t abo ut the rel ative  s tre ng th  of the two sides?
Ad mi ral  Moorer. We t hink  th at  in view o f th e act ions tha t the  Cam ­

bod ians have tak en du rin g the wet season , whi ch is sti ll in effect, and 
assum ing  th at  we are  able to  provide  them wi th  th e necessary  am ­
mu nit ion . they  hav e an excellent chance of  surviving, sir.  They have 
one major  opera tion du ring  the wet  season  at the  city of Ko mp ong
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Cham, where the enemy laid on major efforts to capture, the city and 
the Cambodians defeated them. T hat is one of their first independent victories you might say.

This I think has given them some encouragement and improved their morale and leadership.
On the other hand, the other side is going to make a determined ef ­

fort. It has also t ried to replace the 15,000 dead they lost during the 
bombing. There is going to be a hard fight. But we feel that Cambodian 
forces with this assistance can survive.

EFFE CT  OF CAMBODIA AID ON OTH ER PROGRAMS

Mr. Siiriver. You mentioned the relationship between our aid to 
Cambodia and military assistance to such countries as Turkey, the 
Philippines, Korea, and Thailand. If  you don’t get this additional 4
money you will have to make a choice between our efforts in behalf of 
Cambodia and programs in these other countries.

Mr. Rush. That is correct. 
<Mr. S iiriver. W hat would be the consequences in other countries i f this happens?

Mr. Rush. Then it would be very serious. Turkey is a very vital 
ally of ours in NATO. Jordan has been very vital to us in maintaining 
the peace in the Middle East. The Philippines of course are very es­
sential to us, and so it runs through these countries.

The program we feel now is at a minimum.
Mr. Stiriver. Wha t relationship is there with the programs for the 

Philippines and fo r Cambodia?
Mr. Rush. We have thi s sum, as the chairman was saying earlier, 

for m ilitary assistance. Now that is all we have. We expect about $370 
million is available for the rest of the world. If  we take this $200 
million, th is will just knock out those other programs.

CAMBODIA WILL FALL WITHO UT  U.S.  AID

Mr. Shriver. And you say very bluntly that without U.S. hardware support Cambodia would have fallen already and they may well do so 
in the near future  in the absence of U.S. assistance.

Mr. Rush. Y es.
Mr. S hriver. What facts and figures have you to back that  state­

ment up, because we are going to have to depend this on the floor of the House?
Mr. Rush. Admiral Moorer is better qualified to answer tha t ques- 4tion. But my statement, yes, is based on the opinion and facts we 

received from the military and from our diplomatic people.
Admiral Moorer. It is based on the fact tha t during  the wet season, we know that the insurgents have been in the process of building up *their  forces. They have added additional battalions and additionalcommand and control centers.-------- .
Certainly what we are reallv talking about is a situation wherein the 

Hnmbodians would run out of ammunition right in the middle of the battle. That is what we are trying to prevent.
Clements. I started  to say what we are talking about is the 

ability to continue to shoot bullets, and the bulk of our aid is going 
to  be ammo. I t is just tha t simple. If  we don’t give them the ammuni-
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tio n they  ca n’t tir e, and if they  can 't fire they  a re  lost. There  is no thing  
complicated  abo ut it. I t is righ t down to  the gu t issue.

Mr.  S iiriver . A nd  th at  would hav e serious  results  on ou r relations 
in th at  par t o f the  wor ld, dip lom atical ly as well as mili tarily.

Mr. Kus h. The ser ious result s wou ld be no t only  dip lom atic hu t 
ser ious jeo pa rdy to peace th roug ho ut  th at  area. I f  Cambodia is in 
the hands of  the  C omm unis ts the n, of course, as Ad mi ral  Moorer  was  
say ing , the  rou tes,  the sea lanes , the  log istic s, eve rything, will be at  
the d ispo sal of  Ha noi to  att ack  So uth  Vietnam.

Mr. Shriver. Is anyo ne else he lpi ng  Cam bod ia ?
Mr. R us h. Not to a  sign ificant  extent .
Mr. Clements. I f  Ca mbo dia fal ls,  the nex t issue is goin g to  be Tha i­

land. You are  goin g to have  th e Com munis ts righ t up  again st the  s ide 
of  Th ai land  and , of  course , Th ai land  is alr eady  being threate ne d on 

J the no rth . Th e en tire ar ea will suffer.

RICE CO MM ITME NT  TO CAMBODIA

Mr. P assman. Gentlemen, you have  one othe r weapon in Cambodia 
and  th at  is rice.

Mr. Rush. Th at  is rig ht .
Mr. P assman. Do you have  a fri en dly wo rki ng  rel ati onsh ip with 

the De pa rtm en t of Ag ric ul ture and the Security  Counc il ?
Mr. R ush . Yes.
Mr. P assman. Th e wor ld pro duction of  rice thi s year  is 300 

million tons ; 4 mil lion  tons  of th at  is l .S. rice. Somebody  down 
in the  De pa rtm en t of  Ag ric ul ture  made a predic tion las t Ap ril  or 
May th at  the pric e of rice in November would be at a certa in 
level. The only way  they know to keep it  at  th at  level is no t 
to fulf ill the com mitment  th at  we mad e to  Cam bodia and Vietnam 
un til  the y are  forc ed to. We  hav e com mit ted  400,000 tons of  rice to 
Vietnam  and 200,000 tons to  Cam bodia. That  is the only  rice  we 
have com mit ted  to  South eas t Asia, even thou gh  the y have  rice  in 
Louis iana, Tex as,  Fl or id a,  and Ca lifornia . They have issued 125,000 
PA ’s pu rchase  autho ri ty  only.

I  ha ve been te lli ng  th e De pa rtm en t of  A gr icu ltu re for 5 or  0 weeks 
to get  moving  and  issue these PA ’s and live  up  to our com mitmen t. 
I  am a lit tle  upse t ab ou t it because my rice  far mers have  th ei r rice on 
the  docks and  t hey  see these  people dr ag gi ng  th ei r feet.

I said , “Gen tlem en, issue y our P A ’s an d let  us  ge t th is rice  m oving .”
“No ,” they said, “i t is an emergency and  we have  to buy  some fro m 

f Th ai land .”
I  sa id, “I t  will be an expensive mistake i f you do.”
W ha t are  the y do ing ? They are buyin g or  borro wing  70,000 ton s 

of  rice from Korea . There  are  rice  buyers in Am eric a tod ay  tryi ng  
'  to b uy 250,000 tons of  ri ce and  yet the  people down in the Agr icul tu re

De partm ent are  borrowing  70.000 to ns  of  rice fro m Korea . They are  
going to  receive o ld rice  and  you are  no t go ing  to get  it  in Novemb er 
or  December  bu t it wi ll arr ive  about th e mi ddle of  Ja nu ar y.  Al l of  
thi s is b ui lt aro und the pre dic tion to  keep the price of  ri ce down.

Tn Lake Charle s, La ., they have so m uch rice on the docks the y can  
not  put any o ther  carg o the re. They re fus e to  issue these P A ’s. We want
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to coo perate. I don't  w ant to run  A gr icul tu re ’s business, b ut the  quicke r 
the y issue the  PA ’s and  the  qui cke r you buy  th is rice the  be tte r pric e 
you  will  receive. They are just t ry in g to m ake  the  pre dic tion they m ade 
in Ap ril  come t rue. Every  d ay you wa it y ou pay  more. I f  you had  not 
made com mitments  I wou ldn’t have an ythi ng  to say. Rathe r than  
issue these PA 's and moving in U.S . rice, they are tryi ng  to  m aneuver 
aro und and  buy a lot of it from  T ha ila nd  a nd  70,000 tons f rom  Korea.

I  th ink  you sho uld  work on th is tog ether.  Th is is a two-way street  
we are on.

Mr. R ush. We  wa nt to do th at , Mr . Chairma n. I  had th at  looked 
into  recent ly and  the y tell me t he  b ig problem  is t he  bottom s.

Mr. P assman. I  s aid  to  the  D ep ar tm en t o f Ag ric ult ure , “ You mean  
to tell me the  sho rtage of vessels is the  reas on you can no t move th at  
rice" ?

They said , “Yes.”
I  called up  the pre sident  of the  steamship company and he said,

“We  have  had one pa rtl y filled vessel with 50,000 tons cap aci ty and 
anoth er 125,000 tons  we can get w ith in 4 days.” <>

There  a re  p len ty of  vessels ava ilab le. They are  tr yi ng  to  m ake thei r 
previous pre dic tion hold good. Do n’t let them tel l you again  there  is 
a shortage of  vessels. I f  I  can no t ge t these vessels commit ted to st ar t 
coming into  these dock s within  10 days, t hen you come on down t o t he  
di str ic t and  run aga ins t me and  I  will su pp or t you.

They a re t rv in gto  make th at  predict ion  come true .
Mr. Rush. We will work  w ith  you on th is,  Mr. Chairma n.
Mr. Clements. Mr. Ch airma n, it needs  to be said th at  Secre tar y 

Rus h and I have  been ta lk ing abou t th is  very issue wi thi n the past 
week. H e has  w rit ten  an extensive le tte r th at is s ta rt in g t hi s rice mov­
ing  towa rd Cam bodia. We a re not go ing  to  make  it the re by the mid dle  
of Decemlier as we ha d hoped we w ould.  H e h as t ake n very  exp edi tiou s 
action in t his  regard.

Mr. P assman. 60,000 to 70,000 ton s of the 600,000 tons  to ta l will be 
purchased fo r Ko rea  to repl ace the rice  Ko rea  div erted from  its own 
stocks to Ind ochin a. Th ere  was not one sack  of rice shipp ed  ou t of 
Korea. I  bet you a suit  of  clothes ag ain st a ti e the re won’t be one ounce 
of rice loaded  in Ko rea  head ed fo r Cam bod ia or Vie tnam by Decem­
ber  1st.

Mr. Clements. No, sir, he was th in ki ng  abou t buy ing  Lou isiana rice .
Mr. P assman. D on’t  take Am eric an do lla rs and  go buy K ore an rice  

and subseque ntly  sell it  to them on concess ional terms.

DETERMINING THE PRICE OF RICE

Mr. Yates. I f  the re is a su rplus o f rice, why  h as it doubled  in price 
in the  groce ry shelves?

Mr. P assman. S im ply  because of  the dem and . I  th ink th at  I know *
people pr et ty  well, especial ly in South east Asia.  These peop le, when  
they  a re liv ing in a period of  uncert ain ty , save thei r commodities. We 
now have a m ore peaceful  wor ld. Th ere  is no war o ther than  th e s itu a­
tio n in the  Middle Ea st.  People now are  goin g to  the ma rke tplace  an d 
buy ing.

Mr. Yates. I f  they are buy ing , why  do you  have a surplus?
Mr. P assman. Y ou have  a su rp lus in Lou isia na.  W ha t do you mean, 

why do we have s urplus  rice?
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Mr. Y ates. No. I f you have a surplus in rice in Louisiana, why are 
the prices going up? Apparently  the demand is great, but you can­
not have a surplus if you have a great demand.

Mr. P assman. Ix>ok at rice on a world-wide basis. You have a world 
price of rice.

Mr. Yates. I am looking at it from the grocery store in my district.
Mr. Passman. No, price is determined by what is produced on a 

world basis. We had a tremendous rice yield, largest yield in the his­
tory of Louisiana. The demand in foreign countries is so great, that 
they are going to liquidate any surpluses we may have in this coun­
try over and above our domestic needs. It  is the world price of rice that 
controls what we receive for this rice.

My point  is, we know we have committed ourselves to 600,000 tons 
of rice to Vietnam and Cambodia. Now we have this  rice on the docks 
scattered all over America. They use all kinds of excuses as to why 
they aren’t delivering this rice. The last excuse was, “We don t  have 
the vessels.” I  talked to Cooper DeWitt  and told him tha t I found 
those vessels for him down in th e Gulf of Mexico. There is no short­
age of vessels.

RICE IS AS IMPORTANT AS AMM UNITION

Mr. Clements. The record needs to show th at in Cambodia, rice is 
as important as ammunition. They cannot fight t ha t war without ade­
quate rice. T hat is all there is to it. Yet, rig ht next door to Cambodia, 
when I was there in September, the Government of Thailand was 
sending the ir Assistant Foreign  Secretary to the Arabian countries, 
plus Egypt, Saudi Arabia,  where the oil is, plus Egypt. He was 
negotia ting rice for oil. If  you will, he wanted rice and they were 
trad ing  equal, so to speak. He was bartering for oil. T hat  is how short 
the rice thing is.

Mr. Passman. We made the commitment and it is important tha t 
we live up to it to provide 600,000 tons of rice for  Cambodia and for 
Vietnam. We have in America unsold 1,200,000 tons  of rice. If  they 
issued these purchase orders, it is on a competitive basis and they 
could go ahead and buy American rice. You only have two countries 
in Southeast Asia t ha t we have committed ourselves to provide rice 
to, Vietnam and Cambodia. On the other hand, while we are buying 
rice from Korea, thei r rice buyer is now in Washington trying to 
buy 250,000 tons of rice with half of it to be paid cash. He is here 
in Washington.

What is this all about? We are denying rice to  Indonesia and pres­
ently to Korea.

Wo are going to provide Indonesia with some other type of aid, 
either on supporting assistance or development loans, and then they 
will take that money and go buy the rice from Jap an and Thailand. 
Tha t is how simple it is.

EFFECT OF AIR-SUPPORT CUTOFF ON BUDGET

Mr. Roush. Mr. Chairman. I had a question.
Mr. Chairman, I am a bit concerned about the amount of this re­

quest for Cambodia, for one th ing, let alone g iving it. As I under ­
stand it, the budget when it was presented to us before included monies
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fo r the  ai r support  th at  we were at  t hat  tim e su pp ly ing to Cainl>odia. 
Is  th at  co rrec t ?

Mr. Rush. Yes.
Mr. R ourii. H ow much was tha t?
Mr. Rush. Tha t is not in MA P. That  is in the Defense bud get .
Mr. Roush. Are we m aking  that  up  since we don’t hav e an expendi­

tur e of  that  money ?
Mr. Rus h. We  can not tra ns fe r fro m the  Defense  bud get  to thi s 

budget.
Mr. Rousti. Tha t is all rig ht.  Consider  the to tal  pic ture here . Ts the  

Defense bud get  going  to  be reduc ed by th at  amount  ? We are  g oin g to 
have thi s question propou nde d. How much more is it going to cost us 
to supp ort Cam bod ia throug h your program , and why , if  th at  ai r 
su pp or t is no longer av aila ble  to them in Cambod ia?

I t would cert ain ly c ount as much a s this, w ou ldn 't it ?
Mr. R ush . I would  th ink it would be more.
Mr. R oush. T would, too.
Mr. Rus h. I f  we were  continuing  ou r ai r support . Of course, the 

Defe nse bu dge t is a hi gh ly  complex b udg et. W e migh t take  th is a mount 
of money out  o f i t, b ut the y have  many  a dd itional costs th at  go into it. 
I  am not  in charg e of  the  Defense  budge t, bu t I  t hink  the net  is  w hat 
would be covered by the sup plementa l, if  the y have  one.

Mr. Roustt. As a r esul t of ou r ex clu din g a ir su pp or t to Cam bodia, is 
the  bud get  we a re concerned  with her e tod ay in any  w ay redu ced?

Mr. R us h. As a resu lt o f our  excluding ?
Mr. Roush. Yes.
Mr. Rush. The a ir s upport does not affect t hi s bud get.
Mr. P ass af an. Did you say earlier,  M r. Secre tary, th at , i f anyth ing , 

it would  ne cessita te an increase  r at he r th an  decrea se on account of  th e 
ai rs tr ik es 7

Admiral  Moorf.r. W ha t it amoun ts to is su bs tit ut ing ar ti lle ry  for  
bombs.

Mr. P assman. M r Secre tarv, wo have  pre sen t the chairma n of the  
Ap prop ria tio n Com mitt ee, Mr. Mah on.

BOMBING CUTOFF NECESSITATED FUND  INCREASE

Mr. Yates. I have  one question.
Air. Secre tary, on Ju ly  23 of th is  year  I  int err og ate d Secre tary 

Sch lesinger when he appeare d before  o ur  comm ittee.  I  sa id :
On page 15 you make wh at seems to me to be a ra ther  alarming statement. 

You say. “If  adequa te fund s a re not avai lable  we might see not only the collapse 
of the Cambodian Government  but the rapid erosion of the Vietnam and Laos 
agreements; in short, a collapse of the  whole struc tur e of peace in Indochina  
that  the P residen t has  so painstakingly p ut together  through years of negotiation.”

At th at  time he said he needed $1(57 million to keep the Lon Nol government 
going.

Secretary Schlesinger. I t is adequate  for the ir defense operations .
Mr. Yates. I t is adequ ate?
Secre tary Schlesinger. Yes, sir.
Mr. Yates. The $167 million should preven t the collapse of the Cambodian Gov­

ernment and therefore the  erosion of the Vietnamese-Laos agreement?
Secre tary Schlesinger. I think the reverse of t ha t logic is not necessarily per­

suasive. What we have said, I think, in the past , is th at  withdraw al of U.S. air
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support is not going to help this regime continue to flourish, but  it could survive. 
It  canno t survive both with the  with drawal  of U.S. ai r suppor t and elimina­
tion of the MAP program.

Why are you asking for more money now ?
Mr. R ush. Because of the withdrawal of the air support.
Mr. Yates. That was a pa rt of it at tha t time ?
Mr. Rush. That was withdrawn on August 15.
Admiral Moorer. It was before that.
Mr. Clements. That  was the point he was making, as long as you 

have the air support in there, tha t $167 million, in his judgment, was 
sufficient. You withdraw the air support and tha t is why we are in 
here asking for this additional $200 million.

Mr. Yates. An additional $200 million or $167 million plus $200 
million?

Mr. Clements. Tha t is correct.
Mr. Yates. $367 million ?

AID CAN NOT GUARA NTE E CAMBODIAN SURVIVAL

Mr. Clements. That is right.
I want the record to be sure of that. We have le ft an inference in 

the record by saying tha t in our judgment, both Defense and State, 
Cambodia cannot survive without  this $200 million. T hat  is a positive 
statement. I want to make the record perfectly clear now tha t with 
the $200 million we have no guarantee  that they will survive.

Afr. Rush. Very true.
Mr. Clements. W are saying tha t there  is a guarantee and we don’t 

want to leave the record unstated in that regard. There is no guarantee 
at all.

Admiral Moorer. 'Without the $200 million we would be forced to 
draw down on the other parts of the MAP program and give 
Cambodia priority.

Air. Passman. I believe you made that  statement earlier. Without 
the $200 million you would have to use all of the other regular mili­
tary  assistance funds for only Camliodia.

Mr. Rush. The bulk of it, yes, sir.
Mr. P assman. I believe you also stated earlier  t hat  the $2.2 billion 

for Israel would not necessarily cancel out the original request for 
$300 million in military sales?

Mr. Rush. That is right.
Mr. Passman. You want both of them for Israel as you want both of 

them for Cambodia; is that  correct ?
Mr. Rush. That  is correct.
Mr. Passman. Any other questions, gentlemen ?
Mr. Chappell. I would like to pursue tha t one moment. T hat  was 

t  going to be my question.
How certain could we be t ha t this expenditure would save Cam­

bodia ? We have the answer in the record but I want to go further. Do 
you believe tha t this  is the amount which will best relate to the salva­
tion of this country ?

Mr. Rush. I would say this : We are sure without  supplying this 
$200 million from some source Cambodia does not have a chance be-

24- 904— 73------11
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cause they have no bullets to shoot. If  we give it to them they have, 
we hope, a t least a 50-50 chance to survive. F ifty-fifty means simply 
this: No one can be certa in about the outcome of a war of this type.

COM PARISON OF CAMBODIAN AND SOU TH VIE TNAM ESE  SOLDIERS

Mr. Chappell. How does the Cambodian soldier compare with the 
South Vietnamese soldier?

Admiral Moorer. Well, sir, I think  it is a matter of timing with the 
Cambodian soldier. We must recognize he is a t about the position the 
Vietnam soldier was in 1965 in terms of sophistication, t raining, and 
so on. The Cambodians are coming along but, as you recall, they have 
really gone into serious train ing only since the summer of 1970. In 
the case of the South Vietnamese, they started about 1963, some 7 
years earlier. I would say, on balance, a train ed Vietnamese soldier is »
and should be better than one Cambodian soldier. I  would like to add 
to your first question and point out that  actually what we are saying 
is that, if the Cambodians are to fight at  the tempo tha t we expect the 
insurgents to force upon them, their ra te of expenditure and the opera- <
tion of their  forces will require these funds. That is what we are 
saying.

Mr. Chappell. Is it a matter of purely money? Would more money 
give them a better chance, or is this the optimum assistance that they 
can digest and use effectively and efficiently ?

Admiral Moorer. That  is our opinion, sir. We do not think  that 
more money would help because they  do not have the capacity either 
to acquire or operate the more sophisticated weapons, and they do not 
have the numbers of people to absorb more funds. We think  this is 
the best combination.

BALANC E OF ARM AMENTS IN  CAMBODIA

Mr. Chappell. What would be the balance in types of armament 
between the insurgents and Cambodians at this  point in their  history ?
Are the insurgents farther  along than the-----

Admiral Moorer. In terms of weaponrv, no. The Cambodians have 
the very unsophisticated aircraft, the T-28, which they are flying
today at the rate of a bo ut------- sorties a day. The other side has no
aircraft.

Mr. Chappell. The insurgents have no aircraft ?
Admiral Moorer. No, sir. The Cambodians have much more sophisti­

cated artillery.  The insurgents have just a very limited amount of 
artillery . They use mortars in most cases. In that  sense the weapons 
are, if you can call them sophisticated, more sophisticated for the 
Cambodians than they are for the insurgents, who rely almost entirely 
on such things as just the AK-47 rifles, mortars, various kinds of 
mines, and things of that  kind. *

Mr. Chappell. Is the train ing level about the same on both sides?
Admiral Moorer. Yes, sir. I think if there is any difference, you 

really get into the question of willpower, determination, discipline, and 
things of th at kind.

Mr. Chappell. Is the motivation of the Cambodians equal to that  
of the insurgents ?



153

Ad mi ral  Moorer. 1 would th ink th at  in some cases you find in su r­
gents  more  dedicated and  more de termined, whereas  in  o ther  cases you 
find the  Camb odian  Government  forces sup erior.  On bala nce , when 
people l ive in citie s the more civ ilized,  the so fte r they  get.

STATUS IN  LAOS

Mr. P assman. W here does Laos fit into th is  s itu ati on  in South eas t 
Asia  ?

Ad mi ral  Moorer. A s you  know,  a t the  moment they are  in the  p roc­
ess o f tryi ng  to final ize the nego tia tions  in Laos. In  t he  l as t c ouple of 
months , Laos  has been very q uiet . W ha t we a re wa tch ing  with pa rt icu­
la r interest is wh eth er or not the  No rth  Vietnam ese comply wi th the  
terms  of the  agreem ents when  the y are  fina lized and wi thdraw  th ei r 
forces.

Mr. P assman. You  are not  askin g fo r any mili ta ry  assi stance fo r 
Laos  ?

Ad mira l M oorer. No, sir.

INSU RG EN T STR ENGTHS IN  CAMBODIA

Mr. Chap pell. One more question. W ha t is th e com par ison between 
the  str en gths  of the insurg ents as opposed to the  Cam bod ians ?

Ad mira l Moorer. T he  Camb odians hav e a larg er  force in ter ms  of 
num bers . I  th in k i t is a rou nd a lit tle  ov er ---------.

Mr. Chappell . A dm ira l, whv is i t th at  we only  give the  C ambodian 
regim e a 50-50 chance, even wi th these fun ds, if  i t is b et te r equ ipped,  
equal in trai ni ng , has superio r forces, and has  essent ially the  same 
mo tivation?

Ad mira l Moorer. Be cause---------an d second, i t a lwa ys t akes a supe­
rio r fo rce to handle  a gu err illa forc e—always. Wh ere  you a re tryi ng  to 
att ack airf ield s, c itie s, and so on, you can tak e a small numb er of  m en 
and  des troy those , unles s you are  being opposed by a much gr ea ter 
num ber.

Mr. R us h. I sn 't the re anoth er facto r? Th e Cam bod ians h ave no ad ­
visers, no mili ta ry  adv iser s whatever . Th e ins urg ents hav e high ly  
tra ined  a dvi sers fro m Han oi. They have log istic  s upport fro m H anoi.

Mr.  Chappell . Even on  th e vo lun tee r bas is ?
Mr. Rus h. We can not  sup ply  adv isers at all. Th is makes a big d if ­

ference.
U.8. PER SONNEL IN  CAMBODIA

Mr. S hriver. Wou ld you yield  ?
W ha t do we h ave  in the  way of  personn el there inasmuch as we a re 

sen din g lots  of  equ ipment  ? Th is reques t is fo r a large  am ount throug h 
the  embassies  ? How man y of  our  people a re th ere ?

Ad mi ral  Moorer. We are  lim ited by law t o 200.
Mr. S hriver. The y a re all  no t mili ta ry .
Ad mi ral  Moorer. No, s ir. It  is a mixtu re.  We  have wh at  we  call  a 

Mili tar y Eq uipm en t Delive ry Tea m, M ED T, which has  76 th ere now. 
We  tried  to  cu t them down some- A nd  th e same th in g goes fo r the  E m ­
bassy. We do not have even the  tot al  200 t hat we are  allowed.
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Mr. Rush. Total  of  76 mi litary  as o f now. I f  you include t he attach es 
the  M arin e Gu ard s, we have a tota l of  115. W e have a  to tal  of  77 c ivi ­
lian s and  mili tary , 115. The tot al is 192. M ili tar y, 115.

Mr. S hriver. Wha t do the m ili ta ry  people d o?
Ad mi ral  Moorer. Th e Secre tary of Defense is cha rged by the law 

with ins ur ing  th at  equipment, supp lied by the Un ite d State s reaches 
its des tination  and is pro perly  del ivered.  So they mo nitor the  in­
coming equ ipm ent  an d make ce rta in  it  is n ot  s pi rit ed  away and sold 
on the  black  marke t. Th ey see th at  it goes to the  righ t place  and  th at  
all of  th e comp onents are  the re. We  don 't w an t to  give them a p iece o f 
art ill ery with a b reech  block mis sing o r som eth ing  of t ha t kin d. W ha t 
they are do ing  is mo nitoring  deliv ery  of  equip ment.

Mr. Shriver. I  have before me an art icl e from a New York Times, 
Tuesday, October 30: “I lleg al Ad vis ing  of  Cambodians .” I t  is in 
su pp or t of w ha t you a re saying.

Admiral  Moorer. Yes. We are accus tomed to this.  We are frequently  
accused  of illegal ly a dvi sing, hu t they have  no t been ille gal ly ad vi sing ; 
they have n ot been in the northeas t in the field. W ha t Se cretary  Rush  
is ta lk ing about in terms  of will , de ter mi na tio n, and  discip line  is a 
situa tio n wherein  you have the  advis er righ t the re at  the  point  of 
contact, rifleman-to- rifleman .

Mr. Clements. I t  has been est imated the re is somewhere  in the  
neighborhood of  25,000 to 30.000 Nor th Vietnam ese in  there  in  s up po rt 
of w hat  is happ en ing  in Cambodia.

Mr. C happell. Wh at  about South  Vi etna mes e on th e other side ?
Mr. Clements. No.
Mr. Chappell . No advisers from South  Vietn am to Cambodia  ?
Mr. Clements. No, sir. Th is is pa rt ic ul ar ly  tru e for no t only the  

fro nt  line adv isers Ad mi ral  Moo rer ta lk s about, bu t also the  logis tica l 
su pp or t coming down from Ha noi t o these t roop s t ha t are  repr esented 
by the  ins urg ents and  the Communists. They provide th at  logi stical 
support , which is a much easier tas k t ha n what we are  co nfronted  w ith.

Mr. Chapp ell . That  is all.

CLA RI FI CATI ON OF NE ED  FOR  FU N D  IN CR EA SE

Mr. Yates. I  have one las t question because I don't  th ink I got  an 
answer  to my previous question . As I  unders too d wha t Secre tar y Rush 
and Clem ents  said, Secre tary Schle singer  was  te st ify ing only with  
respect to the  amo unt  of money th at  will be needed if  the  bombing  
were co ntinued.

Mr.  Clements. Th e $167 mil lion  assumed  the  bom bing  would  continue.
Mr. Yates. Wh en he app eared I  tal ked to  Secre tar y Schlesin ger.  

We say the  fo llo wing:
We know that  the Congress has voted w ith the consent  of the Pres iden t to end active  comhat by a ll U.S. forces in Cambodia on August 15. You are  saying  tha t we have to make funds avail able  to Cambodia. Is this to be in subs titu tion  for such funds?
Secre tary Schlesinger. No. I think  it is a complement to the present bombing, and when the  bombing ceases it is a necessary ingredient for the Cambodian Government to be able to continue to res ist the insurgents.
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Mr. Yates. How much money have you requested for the purpose? Obviously 
here we are  refe rring to how much  money lie wan ts for the bombing aft er 
cessation .

Secretary  Schlesinger. I think  $1G7 million.
Tha t is wh at he needs a ft er  the  bombing. You  a re say ing  you want 

$200 m illion in addit ion  to the  $167 m illion which he says  was needed.
Ad mi ral  Moorer. W ha t he was ta lk in g about is wh at  was in the 

1974 b udget , which was pu t tog eth er in Ja nu ar y.  Subseque nt to the  
bombing, fo r instance , when the  Cambodians  were defen ding  Phnom 
Penh and  a ctivated  th ei r a rti lle ry , t he  rate o f expendit ure  o f a mm uni­
tion went up high er  t ha n I am sure Secre tar y Sch les ing er and others  
antic ipa ted . Based on the  experience  we have had subsequen t to the 
time  the  bom bing stop ped , we have ha rd  fac ts which give us the ex­
pend itu re rate . Tha t is what the $200 million is based on.

Mr.  Yates. The  $167 m illion was just a guess at  th e time?
Ad mira l Moorer. T ha t is wh at was or igi na lly  i n th e bud get.
Mr. P assman. In  the J an uar y  budge t.
Mr. Clements. I  would like  t o rem ind  you. and  it  is  j us t a question 

of fac t, th at  Secre tar y Schle singer  ha d not  been in the bu ild ing for  
even 30 day s at  th at  time . He  had not had time  to acquain t him self 
with  a ll thes e p ar tic ul ar  aspects .

Mr.  Yates. Are not the  same peop le advis ing  S ecret ary  Schle singer  
who advised  hi s p redecessor a nd  his  successor?

Mr. Clements. I  d on’t th in k they ha d cranke d int o the  eq uat ion  th e 
sto pp ing of t he  bo mbing  and the amoun t of ammu nit ion .

Mr. Y ates. T here is a vice ad mira l si tti ng  behind you. He  h as  been 
the re a long time  and he is an a dviser .

Mr. Clements. He didn 't know how much ammu nit ion  wou ld be 
shot, either .

SUPPORT FOR BOT H CAMBODIA AND ISRA EL

Mr. P assman. I  c an’t lx* any  more symp ath eti c to one  grou p of  peo­
ple ove r anoth er.  I t is a hig h degree of  gu essing wh at you will use fo r 
Isr ael. I can not take the  posit ion  th at  because it  i s fo r Isr ae l, then  it  
is all righ t and at  the  same tim e not  he lp Cam bodia. No one on the  
committ ee will tak e that  position.  I  wi ll not. I  will  lie as s ym pa the tic  in 
the request fo r Cam bod ia as fo r Israel , and  I  will  be symp ath eti c to 
both  of them. I feel as  close to one n ation  as I  do the  othe r.

Mr. Chappell . I sup po rt t ha t pos ition, also.
Mr. P assman. I will not wr ite  th is b ill aro und one nation.
Mr.  Y ates. I have  no thing  fu rth er .
Ad mi ral  Moorer. Prior to the  bombing  cessa tion there was  pr ac ti ­

call y no ar til le ry  fire on the p ar t o f th e Cambo dians.
Mr. P assman. Y ou have  m ade pe rhap s as good a case f or  Cambodia  

as for  Israe l. I am sym pathe tic  to bo th of  them. You s aid  it was a g uess ­
ing  game as to  what  you needed for Is rael.  We w an t to remove as much 
guessing as possib le before  we come back on the  26th  of  the month . 
Pu t your  bes t foot  forward  because we will not give  you anv  money 
you did  not ju sti fy . I have nev er known of  a reques t ye t where  you
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Is  tha t p ar  fo r the course ?

Mr. R us h. Th at  is  par.
Mr. P assman. Mr. Mil ler?

CAMBODIA IIA S TOP  PRIOR ITY

Mr. M iller. In  your te stim ony , Se cre tar y R ush, you say :
We need $200 million requested in this legis lation to fund the Cambodia pro­

gram and to m aintain  modest mili tary  a ssis tanc e programs to othe r governments 
such as Turkey, the  Philipp ines, Korea, and Thai land.

Are you in any way say ing  t hat  par t of  t hat  $200 million would be 
used in  the  oth er  four  countries ?

Mr.  Rus h. No, M r. Mill er. While you were out we went into thi s. 
W ha t I  was say ing  was  th is : We must tak e as much as we need fo r 
Cambodia . I f  we tak e the  $200 million out o f ou r ex ist ing  bu dget the n 
the re would be almost nothing left over fo r the  oth er cou ntr ies  to 
whom we give mili ta ry  assistance—Turkey, the Ph ilipp ine s, Jo rd an , 
countries of  thi s type.

Mr. P assman. In  othe r words, you are placin g the  very highes t 
pr io rit y on C amb odia  ?

Mr. Rush. That  is r ight .
Mr. P assman. If  you did  not  receive  the  money fo r Cam bod ia you 

would  have to liq uida te the  entire  fund  th at  is pre sen tly  pla nned fo r 
oth er cou ntries.

Mr. Rus h. Th at  is rig ht .
Mr.  P assman. T ha t is how high  p rior ity Cambod ia is.
Mr.  Rus h. Th at  is rig ht .
Mr. P assman. Can we accept t hat  at  comp lete  face  value ?
Mr. R ush. Yes.
Mr. P assman. Al l the oth er cou ntr ies  where we ha ve had pro gra ms  

going fo r so long , inc lud ing  Tu rkey , the  Ph ilipp ine s, and  Korea , 
would  not receive  any assis tance  because th is  pr io rit y is high  enough  
th at  it t ake s precedence over all t he o the rs ?

Mr. Rus h. Yes.
Mr. Clements. Adm ira l Pee t rem inded me th at  at  t hat  tim e Sec re­

ta ry  Sch lesinger, myself , Ad mi ral  Moorer , Mr . Kis singer , Mr . Rus h, 
we were all invo lved  in a ser ies o f d iscussions which  we th ou gh t would 
result  in a cease-fire in Cambodia  to follow t he  same p at te rn  as we had 
in Laos. Tha t is the reason he s aid he thou gh t th at  would  be sufficient. 
I remember these discussions ve ry well.

Mr. P assman. I want to tha nk  M r. Ya tes  f or  brin ging  i t up. As fa r 
as I am concerned th is  clears  it  up ade quate ly,  th at  you though t you 
were on th e verge of  a cease fire. This w ould  have been sufficient to keep 
the forces going.

Mr. Clements. Th at  is rig ht .
Mr. P assman. Inasmuch  as th at did not happen  th is is cons idered 

emergency  of th e highest  p rio rity. You  put it on the same high  p rio rit y 
as Isr ae l ?

Mr. Clements. Yes.
Mr. P assman. Adm ira l M oorer?
Ad mira l Moorer. Yes, sir.
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Statements of I nterested Organizations

Mr. P assman. Thank  you gentleman. Before concluding our hear­
ings, I would like to insert certain statements the committee has re­
ceived in the record concerning the budget requests.

[The statements follow:]

Stateme nt  by I. L. Ken en , Cha ir m an , American  I srael P ublic  Affairs  
Com mittee

Ma y I re sp ec tfu lly  su bm it th e  fo llo wing st at em en t on beh al f of  th e  Am erican  
Is ra e l l ’ubl ic  Affa irs  Com mitt ee  ur gi ng  ap pr ov al  of  th e adm in is tr a ti on ’s re qu es t 
fo r e merge nc y m il it ar y  a ss is ta nce  to  I sr ael.

I ha ve  been in fo rm ed  by Mr. Ja co b St ein,  ch ai rm an  of  th e  Co nferen ce  o f P re s i­
de nts  of  M aj or  American  Je w is h Org an izat io ns , whic h re pre se nt s 30 m aj or  na­
tion al  Je w is h or ga ni za tion s (see  ap pe nd ix  fo r li s t) , th a t th is  body as so ciates  
it se lf  w ith th e pu rpos e of  my  st a te m ent to da y.  I am  si m il ar ly  ad vi se d by Mr.  
Hym an  Bo ok bind er,  th e  W as hi ng to n re pre se nta tive of  th e Amer ican  Je w ish 
Co mm ittee .

We a re  g ra ti fi ed  th a t P re si den t Nixon , Sec re ta ry  of  S ta te  K issing er , Sec re ta ry  
of  Defen se  Sc hles inge r an d th e  U.S. Con gress resp on de d sw if tly and gene rous ly  
in  de cl ara tion  an d ac tion  to  ass is t Is ra e l to de fend  her se lf  ag ai nst  th e 11 Arab 
st a te s which  so ug ht  to de st ro y he r in  th e de plor ab le  an d un pr ov ok ed  att ack  on 
Octo be r 6 ,19 73 .

If  th e  U ni ted Sta te s had  fa lt e re d  an d de laye d an d if  th e  peop le of  Is ra el ha d 
no t rece ived  t he  ne eded e qu ip m en t in  t im e,  we mig ht  ha ve  w itn es se d a ca ta st ro ph e 
Many more peo ple  wo uld ha ve  died , fo r th e w ar wou ld  ha ve  been  ne ed less ly  
pro lon ged.

W e are  co nv ince d th a t th is  w ar— actu ally  t he  fif th  sinc e Is ra el w as  es ta bl ishe d 
in  1943— w as  no t a w ar  fo r te rr it o ry , muc h of  w hich  th e A ra bs  co uld ha ve  rec ov ­
er ed  by ne go tiat io n w ith Is ra el.  It  w as  no t a w ar fo r th e  Pal est in ia n  Arabs , 
wh o w er e th e vict im s of  A ra b le ad er sh ip  in 1948. when si x Arab st a te s inva de d 
P al es tine in th e a tt em pt to  s eize  a ll of  i t fo r them selves . The  P ale st in ia n  re fu ge es  
co uld ha ve  been re se tt le d by oi l-r ich Ara b st a te s long  ago. T his  w as  a w ar  fo r 
th e liqui da tion  of th e Je w is h st at e.  And if  th e Ara b arm ie s had  reac he d th e 
old  pr e- Ju ne  1967 ar m is tice  lin es , or  if  t he y ha d been ab le  to  s ta rt  th e ir  off ensive 
from  thos e lines,  th e peop le of  Is ra el wo uld  have been ov erwhe lm ed .

W e st ro ng ly  su pp or t th e P re si den t’s re qu es t fo r a $2.2 bi lli on  ap pro pri at io n 
to  st re ngth en  Is ra el . Thi s is  es se ntial , no t on ly to  in su re  Is ra e l’s su rv iv al  bu t 
al so  to  pr es er ve  th e bal an ce  of  st re ng th  in th e Midd le E ast —in th e nat io nal  
in te re st  of  th e  Uni ted S ta te s as  we ll as  in th e in te re st  of  our NATO all ies .

An d we loo k fo rw ar d to  a ge nu ine pe ace, wh ich , we  be lieve , ca n be ac hiev ed  
if  th e  U ni te d S ta te s an d th e So viet Un ion  en co ur ag e th e Arabs  to  si t to ge th er  
w ith  th e Is ra eli s an d work ou t th e ir  own fu tu re  co ex is tenc e an d co op erat ion as  
so ve re ign peoples.  We  do no t be lie ve  th a t pu rp os e wi ll be  se rv ed  if  th e g re at  
po wers, in  co mpe tit ion ra th e r th an  co op erat ion,  see k to  im pose  a  se ttl em en t.

I t  is an  as to ni sh in g fa c t th a t ev er  sin ce  Is ra el  w as  es ta bli sh ed  in 1948, 
al l th e m ajo r po wers ha ve  a t one  tim e or ano th er pr ov id ed  wea po ns  to  her  
ho st il e A ra b ne igh bo rs.  An d in  th es e la s t fa te fu l 30 da ys , th e  Is ra el  ar m ed  
fo rc es  ha d to  face  th e mos t so ph is tica te d So vie t pl an es  an d mis si le s— MiG—21s, 
SA -3s, SA -6s, an d SA -7s . th e  Fro g su rf ac e- to -sur fa ce  missi les,  Fre nc h Mira ge  

plan es , B ri ti sh  H unte r je ts  an d Cen tu rion  ta nk s,  an d even  som e ta nks fu rn ishe d 
by th e U ni ted St ates . And some  of  th e Arab st a te s an d A ra b guerr il as ha ve  
rece ived  m il it ary  ai d from  Com m un is t Ch ina .

THE ROLE OF TH E SOVIET UN ION

B u t th e pe ac e lov ing So viet Un ion was  th e ex tr avagan t an d be ne vo lent  pro ­
vide r. Des pi te , it s pr of es se d des ir e fo r dd te nt e w ith  th e  U ni ted Sta te s,  th e 
Sov ie t Union  ha s per si st ed  in  R uss ia ’s age-l ong am bi tion  to  do m in at e th e 
Middle E as t.  It  ex pa nd ed  th e su pp ly  of  th e mos t so ph is tica te d wea po ns  to th e 
Arab S ta te s du ring  th e la s t y e a r:  w hi le  aw ar e of  th e im pe nd ing confl ict , it  too k 
no st ep s to  avert  it —n eit her un il a te ra ll y  no r in co op erat ion w ith th e Uni ted
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St ates ; it  summoned all Arab sta tes  to the  Arab color s; it operated a huge air lif t to replace weapons which Arabs lost in the fighting; it did nothing to ha lt that  fighting until  it realized that  the  Arabs faced disaster—and it is still  
sending weapons to resupply the Arabs.

It  should be recalled th at  the United Sta tes sent  some $11.1 billion in lend- 
lease aid to the Russ ians in World War II.  Our Government recently agreed 
to wipe out  that  debt and  to accept a nomina l settl eme nt of $722 mil lion.

That $722 million which the Russians will grad ually pay the  United  States 
is a tiny frac tion of what this  terrible war, subsidized and sustained by the 
Soviet Union, will cost Israel, the Arab States , the  United States, and  the 
people of many other countries  whose economies have been disrupted .

Ever since Egypt opened the Middle Ea st to Soviet penetra tion  by its 1955 
arms deal with  Cechoslovakia, the Communist coun tries  have paced the  arms race in the Middle East . Bu t for many years , our count ry abstained from provid­
ing Israel with  the  weapons she needed, despite  the  fact  that  her  neighbors 
were receiving a rms  from both Eas t and West.

u.s. aid
QgThe United  States was willing to supply Isra el economic as sistance to enable her to resettle more tha n 1.5 million refugees and immigrants and to develop 

her economy. This  aid  was prudently and  effectively used. Most of it was in <-the form of loans ra ther  tha n gran ts—much of which the  Isra elis have repaid , <with interest. But  in the  1950s our Government was relu ctant to furn ish Israel with any arms, althou gh it  was sending them  to Ira q and Saudi Arabia, and it 
acknowledged the need to maintain  an arms balance. It  was always argued  that  Isr ae l’s qualit ativ e superiori ty—the  skill  and dedication of her soldiers— 
could compensate for the huge q uan tita tive supe rior ity of her  foes, an argument demolished in the  push button warfar e of the  last month.

The United Sttes  referre d the Israel is to France  and to other European sup­pliers. It  was not until  1902 that  the United States finally agreed th at  Israel  
might buy the  Hawk an tia irc raft missile. It  was not  until  1960 tha t the United States approved the sale  of A-4 Skyhawks and tanks, and it was not unt il 
1908 that  the adm inis trat ion  finally agreed that  Israel  might be allowed to purchase Phantom  jets.

But—and this  must be emphasized—Isra el had to pay for these weapons.
Between 1946 and 1972, according to AID, the United  States provided gra nt 

milit ary assistance totalin g approximately $55 billion, throughou t the  world.
None of this  gra nt mil itary assi stance went to Israel, even though in this  same period we provided  grant mil itary ass istance  and training tota ling  abou t 

$324 million to nine Arab States,  to which should  be added $34 million for Jordan in 1973.
The record also shows that  our gra nt economic a ssis tance to the  Arab States far  exceeds that  given to Israel during this period. Jordan  is a case in point.
In  the meantime, Russia and other Communist count ries have poured huge qua ntit ies of weapons—much of it at  cu tra te  prices—into Egypt, Iraq , Syria,  and six other Arab States, conservatively  estim ated  at  more than $6 billion.

No one knows how much Russia sent to the  Arab States in the las t year, and  par ticu larly in the  l as t few weeks. But  we have seen estim ates rang ing as high 
as $3 billion. We may assume that  the  oil revenues  of Egypt’s allies collected by major inte rna tional  oil companies, including American corpora tions, will help to finance this enormous expenditure .

Israel’s defense  expenditures have been extrem ely high. They were 26 percent 
of her gross national  product in 1972. While tota l costs of the cu rrent conflict are still  not determined, it is estimated that  mil itary expen ditures will approximate 
40 percen t of Israel’s GNI* this year. Most of this burden has to be carr ied by the Israe l taxpayer , who is already taxed  at  the highest rat e in the world, and who >was forced to pay an addit ional  7 to 12 percen t compulsory defense loan la st week.

Isra elis  had to go deeply into debt to finance defense and refugee resett lement.The figures show th is rise  in ex ternal debt.
External debt (as  of January  1)

(Billions)

1972 ZZZZZZZZZZZZZZZZZZZZZZZZZZZZZZZZZZZZ ” ’  Z 3 4
1973 __________________________________________________________  4. 1



As of the time of the  outbreak of the war, th e debt was es tima ted a t $4.5 billion. 
This  means that  for many years Isr ael has had the highest per  cap ita foreign 
currency debt  in  the world. At the beginning of  1973 it  s tood at  about $1,300 per 
person. This  huge debt has imposed a  massive burden on the Isra elis . Isr ael’s ex­
ternal  debt serivce cost $532 million in  1971; $087 million in 1972; for the cur ren t 
year it is es tir ”\t ed at  $705 million and it is expected  to rise to $790 million in 
1974.

But  if  I sn e l must borrow for  the  add itional  weapons she  is acquir ing this  year,  
her  debt service would rise to $940 million (assum ing a concessionary inte res t 
ra te  of 2 percent) or $1.1 billion (if  the inte res t rate is 6 percen t). This is an 
astronomical burden beyond the  cajmcity of an already supertaxed  and super- 
indebted economy.

We strongly believe th at  Israel should be allowed gra nt assi stance.
When President Nixon sen t his message, on October 19, it was then reported 

th at  the cost of the equipment already  sent to Israel  tota led $825 million. Israel 
estimates th at  the cost of the weapons she  m ust have  to  regain and maintain her  
defense capability  may exceed the $2.2 billion figure th e President  h as requested.

This is only pa rt of the  tremendous overall  cost of the  war. Israel  was com­
pelled to mobilize 30 percent of he r l abor force. Building activ ity stopped. Almost 
all tran spo rta tion had to be dive rted  to the war. Tourism, a major earner  of for­
eign exchange, fell off sharply. Exports  were cur tailed (which will make it still  
more difficult for Israel to meet her  debt serv ice).  Is rael ’s annual growth rate,  
which has averaged 9.9 percent over the  years, will be drastic ally  reduced. On 
top of this, there will be heavy expe nditures  for  war damages—for new housing 
and  new equipment of a ll kinds. War  damage to civilian f aci litie s i s estimated a t 
$150 million.

Isr ae l’s foreign currency reserves will be adversely affected by the new fighting. 
In  a memorandum which we subm itted to your committee in August of this  year 
in connection with the  cu rrent foreign ass istan ce programs, we wrote th at  Is rael’s 
reserves are  low for a country “which is so dependent on imports for  e ssentials  
and  is in an exposed geopolitical  situation. If  the war were to break  out again, 
reserves would go down sharply because of the need to buy additional mater iel, 
because tourism would decline and also because Isra el would have  to mobilize 
people from facto ries and  fields, sharply reducing production and the  capacity  to 
export.”

Deplorably , this  prediction turn ed out to be true. In add ition to all this, there 
have been steep increases in the  prices  of many imported commodities, such as 
soybeans and other foodstuff's, fuel and raw material s. And Isra el is now unde r 
an Arab blockade which cuts  off her access to the Ind ian  Ocean a nd the  Orient.

The U.S. arms supply must continue because the Russian s continue to pour  
weapous into  the Arab States to enable them to thr eaten  Isra el with  a resump­
tion of the war  in orde r to impose surrender. The exper ience of five wars has 
shown th at  Arabs will not make peace with an Israel they thin k they can destroy.

It  must be kept in mind th at  the Israel  Government, unlike oth er governments 
which receive our weapons, has  never asked for American manpower. While 
American forces helped to ship weapons to Israel, they were fa r removed from 
the scene of combat.

Arab capacity to make wa r has been heightened by the contribu tions  of the 
oil-producing countries, as well as the  willingness  of the  Soviet Union and some 
Western count ries to sell arms to them.

Simultaneously, the  Arabs  are using the oil weapon to blackmail NATO coun­
tries , to alie nate Isr ae l’s friends  in Europe and  Africa and  to isola te her.

We believe that  a civilized world canno t perm it the  Soviet Union and the 
Arab countrie s to accomplish the  dest ruct ion of Israel. We believe that  the sup­
port given to Israel by our Government in the  recent fighting was entire ly justi ­
fied on mora l grounds. At the  same time, we subm it that  our Government’s 
action has been en tirely consi stent wi th America’s overall inte rest .

While the  Soviet Union has  called on Isra el to withdraw to the pre-1907, 
lines, it has  taken  an enti rely  different position in Easte rn Europe,  where it has 
consolidated the ter ritor ial  gain s won by the Communis t bloc in World War II. 
In  the  Middle East it  mainta ins  an  aggress ive posture. In brazen violation  of 
the 1970 cease-fire standstil l when it  rushed missiles into  the  Suez area,  it has  
tran sforme d the region into  a shooting gallery  and it  h as used the  Jewish  people 
and the ir sta te as a tar ge t for  the tes ting  of the most soph isticated  weapons. It  
has  expoi ted the  Arab war  again st Israel in a never-ending campaign to under-



mine the influence and inte res ts of the  United Sta tes  in the are a—diplomatic , economic, and mili tary .
Surely, it is in the interest of the United States to provide Isra el with the means to mainta in the balance  and thus check the Soviet Union’s war  by proxy against the West. The young Israeli soldiers who died in this most costly of Arab-Israel  wars were fighting not only to defend their  own country but also a crucial fro ntier of freedom.

Appendix A
(Text of the telegram from Jacob Stein, cha irman of the Conference of Presi­dents of Major American Jewish  Organizations.)

It  is my understand ing that  you are  subm itting  testimony to the appropriate congressional committees considering the  adm inistration’s Emergency Secur ity Assistance Act of 1973 insuring  mili tary  assi stance for  Israel to help he r car ry the burden of defense and to main tain her de ter ren t milita ry capacity .As chairman of the Conference of P residents  of Majo r American Jewish Orga­nizations. embracing some 31 affiliated organ izations, including your own, and representing  almost the tota lity  of the American Jewish community, I would like to inform you tha t the purpose of your presentation has the full support of the conference of presidents  and we earn estly hope that  the committees before which you will test ify will take favorable  action.
The organ izations affiliated with the  conference ar e:
American Israel Public Affairs Comm ittee: Amer ican Jewish  Congress; Amer­ican Trade Union Council for Hist ad ru t; American Zionist Feder ation;  B’nai B’rit h ; B’nai B’rith Wom en; B’nai Zion : Central Conference of American Rabbis; Council of Jewish Federations  and Welfare Funds  (observer) ; Hadas- sa h ; Jewish  Labor Commit tee; Jewish Reconstruction  Fou nda tion ; Jewish War Veterans of the  U.S.A.; Labor Zionist Alliance ; Mizrachi-Hapod Ham izra chi ; Mizrachi Women’s Organization of America  ; National Council of Jewish Women ; Nationa l Council of Young Israel: Natio nal Federat ion of Temple Sisterhoods; Nationa l Jewish  Community Relations Advisory Council : National Jewish Wel­fare  Board : North American Jewish Youth Counc il; P ioneer Women: Rabbin ical Assembly; Rabbinical Council of Am erica; Union of American Hebrew Congre­gations, Union of Orthodox Congregations of America ; United Synagogue of America; Women’s League for Conservative  Juda ism ; World Zionist Organiza- tion-American Section, In c. ; Zionist Organization  of America.

TEXT OF TH E LETTER FROM TH E AME RICAN JE W IS H  COM MITT EE

This is to advise you and the Congress th at  the American Jewish  Committee associates it self  with the testimony you will be giving in suppor t of the P res ident’s request for $2.2 billion in mili tary  gra nts  or cred its for  the Sta te of Israe l.
H yma n Bookbinder , 

Washington Represen tative.

Statement of the Middle East Affairs Council Before the Subcommittee 
on Foreign Operations of the U.S. H ouse of Representatives Appropriations Committee, November 19, 1973, Presented by Hr. Alan R. Tayior and I)r. John Ruedy

Mr. Chairman and distinguished members of the  Subcommittee on ForeignOperations , the proposal that  Congress enact and appropriate funds for an Emergency Secur ity Assistance Act which would direct  $2.2 bi llion in mili tary  aid to Israel raise s the question of w hat the  United States can expect to gain in retu rn for such a large investment . Would the  ac t serve  the best inte rests of th is country? Wou’d it cont ribute to our search  for peace in the Middle East,  to o ur relat ions with the  rest of the  world, to our  economic needs? The Congress and the American taxpay ers  have a righ t to ask these questions.
In the  past  the  United States has appropriated large sums to support Israel, but wha t has this  produced in terms of Isr ae l’s willingness to respect  our needs and inte rest s? We indica ted that  we wanted a settl ement in the Middle East



within the  framework of Secur ity Council Resolution  242. That resolu tion calls 
for the  withdrawa l of Isra el from occupied terr itories in exchange for  the recog­
nition by the Arab sta tes  of Isr ael’s sovereignty.  Yet the  Isra elis showed no 
inte res t in helping to implement the provisions of Resolu tion 242. Inst ead , they 
declared to the  world th at  they were  not only going to hold on to the occupied 
territo ries , hut  to  set tle the ir own people in  them. We have to ask ourselves, then, 
whe ther  we have not been permissive  with Israel. If  so, we have abdicated our  
own judgment to tha t of a client sta te, and in doing so have  dange rously  
thre atened  the prospects of peace, not only in the Middle E ast, but  in the world.

Would this  new appropriation of .$2.2 billion furth er  encourage Israel  to cling 
to its  ter ritor ial  conquests and  thus prolong the conflict? Or would it  provide 
us with  sufficient leverage to pursue the broa der objectives which transcend 
the narrow ambitions of a wa rfa re sta te?  If  the hill does not specify the la tte r 
condition, it should not be passed.  It  simply will not do any longer for us to 
lavish  vas t expe nditu res on a clien t which exercises all the influence at  its 
disposa l to gain our supp ort while  denying us the  right to qualify  the  conditions 
of that  support.

The notion that  the intere sts  of the  United States and those of Israel  are 
the  same needs to he serious ly reexam ined. Indeed, the re are  many instances 
in which a conflict of inte res ts seems to he the case. We have already  mentioned 
that  Isr ae l’s intransigence  with  regard  to the occupied ter ritor ies  run s directly 
counter  to America’s search for  a give-and-take approach. But the re are  other 
ma tters that  have to be considered. The most imp ortant  of these  are (1) our 
rela tions with the res t of the  world and (2) our long-range economic 
requi rements.

One can apprecia te the passion ate concern of the American Jewish community 
for the wel fare  of Israel. But  no m inor ity group can be allowed to endow Ameri­
can policy with a parochial vision. This  is the impression we have given the 
world, fur the ring the diplomatic  isolat ion of the United Sta tes in inte rna tion al 
affa irs. On the  global level, the  int ere sts  of America rely in the deepest  sense 
on our  cred ibility as a fa ir  inte rmediary, and not on the subordinatio n of U.S. 
policy to the part icu lar  asp ira tions of any  foreign bloc or sta te

Especially important to the  broa der aspec ts of American diplomacy is the 
main tenance of close t ies with our European allies. The recent str ain in Ameri­
can-E uropean relat ions  resu lted  from shipment of arms to Israel  without prior 
consultat ion on a subjec t of great sens itiv ity to Europe. It was for this  reason 
that  many countries in Europe refused to fac ilit ate  the  American aid  program. 
They recognized that  to supp ort Israel  in this  way with out  a full explana tion  of 
policy could seriously  threat en the  supply of oil from the Middle Eas t. American 
insistence on cooperation therefo re suggested that  we assigned  prio rity  to Israeli 
over European interests,  which served to undermine the  most impor tan t of our 
alliance systems.

The future  dependence of the  United  States on Middle Easte rn oil is not a 
conjectural matter . Though it is possible to improvise some stop-gap arra nge ­
ments  for the  shor t term,  we will come to rely heavily  on petroleum supplies 
from the Arab world. In recognizing this need, we mus t respe ct the  right of 
Arab producers to exercise leverage in liehal f of the ir own inte rest s. Appropria­
tions  for Israel must therefo re be based on the und ers tanding th at  the  recipient 
has  an obligation to consider the  inte res ts of other par tie s in working toward 
a set tlem ent of the conflict.

Mr. Chairman, in mentioning some of the  conflicts of intere st between the 
United States and Israe l, our purpose is to point out the importance of qualify ing 
a larg e appropriat ion for  emergency secu rity  assistance to Israel. Public  Law 
92-226 specified that  milita ry ass istance  should be geared to deescalation of 
conflict and the  development of control  arrangem ents . Isr ael is no exception. 
Equally imp orta nt is the recognition th at  mil itary solutions to the  Middle Eas t 
impasse have  proved inadequate. What America requires for the  protec tion of 
its own intere sts  is a political solution addressed to the  underlying sources  of 
tension. If  cons truct ive condit ions are attach ed to our fut ure  appropriation s 
for mil itary assistance to Israel, the Congress will have contributed  measu rably 
toward that  end.

Than k you. Mr. Chairman.

Mr. Passman. The committee is now adjourned.
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