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FOREIGN ASSISTANCE ACT OF 1973

THURSDAY, FEBRUARY 22, 1973

UNrrep STATES SENATE,
Commrrree oN ForeieN RELATIONS,
Washington, D.C.

The committee met, pursuant to notice, at 10 a.m., in room 4221,
Dirk.%le_n Senate Office Building, Senator J. W. Fulbright (chairman)
presiding.

Present: Senators Fulbright, Symington, McGovern, Aiken, Case,
Javits, Scott, earson, Percy, and Griffin,

The Crrarrman. The committee will come to order.

OPENING STATEMENT

The purpose of this hearing is to consider S. 837, the President’s re-
quest for authorization of appropriations for foreign assistance and
military sales for the 1973 fiscal year.

(The text of S. 837 follows:)

[S, 837, 93d Cong., First Sess.]
A BILL To amend the Foreign Asgistance Act of 1961, and for other purpeses

Be it cnacted by the Senate and House of Representatives of the United States
of America in Congress assembled, That section 491 of chapter 9 of part I of the
Foreign Assistance Act of 1961, relating to refugee relief assistance, is amended
by striking out “1972” and inserting in lieu thereof *“1973” ; by striking out the
figure “$250,000,000” and inserting in lieu thereof “$100,000,000” ; and by striking
out the words “East Pakistan” wherever they appear and inserting in lieu there-
of “Bangladesh”.

" Sgc. 2. Part T of the Foreign Assistance Act of 1961 is amended by adding at
the end thereof the following new chapter:

“Chapter 10—PHILIPPINE DISASTER RELIEF

*“Sec. 497. PHILIPPINE DIsASTER RELIEF.—Notwithstanding the provisions of
this or any other Act, the President is authorized to provide, on such terms and
conditions as he may determine, relief, rehabilitation, and reconstruction assist-
ance in connection with damage caused by floods in the Philippines during 1972.
Of the funds provided to carry out part I, $50,000,000 shall be available only to
carry out this chapter. Such assistance shall be distributed, to the extent prac-
ticable, under the auspices of or by international institutions and relief agencies
or United States voluntary agencies.”.

SEc. 3. Chapter 2 of part II of the Foreign Assistance Act of 1961, relating to
military assistance, is amended as follows: ’

(a) In section 504(a), relating to authorization, strike out “$500,000,000 for
the fiscal year 1972” and insert in lieu thereof “$780,000,000 for the fiscal year
1973”,

(b) In section 506(a), relating to special authority, strike out “1972” each
place it appears and insert in lieu thereof “1973”.

(¢) Section 514 is hereby repealed.

(1)

Approved For Release 2001/08/30 : CIA-RDP75B00380R000600170005-7



Approved For Release 2001/08/30 : 9CIA-RDP75800380R000600170005-7

Heo. 4. Section 532 of chapter 4 of part IT of the Foreign Assistance Act of
1961, relating to authorization for security supporting assistance, is amended by
striking ont “for the fiscal year 1972 not to exceed $618,000,000, of which not
less than $5H0,000,000 shail be availeble solely for Israel” and inserting in lieu
thereot “for the fiscal year 1973 not to exceed $844,000,000".

wee. o The Horeign Military Sai es Act is amended as follows :

(1) In xection 23 of chapter (), relating to credit sales, strike out “ten” and
insert in lieu thereof “twenty”,

() In section 31(a) of chapter 3, relating to authorization, strike out “$:400,-
000,000 for {he fiscal year 1972” and insert in lieu thereof “$527,000,000 for the
ftscal year 1978,

(e} I oseetion 31(h) of chapter 3, relating to aggregate ceiling on foreign
military sales credits, strike out “$550,000,000 for the fiscal year 1972, of which
amount. not less than $300,000,000 shall be made available to Israel only” and
insert in lieu thereof “$629.000,000 fo1 the fiscal year 1973,

(d) In section 33(a) of chapter 3, relating to aggregate regional ceilings,
strike ont “$100,000,000” and insert in: lieu thereof “$150,000,0007.

(e) Section 33(c¢) of chapter 3, relating to aggregate regional ceilings, is
amended to read as follows :

“{¢) The President may waive the limitations of this scetion if he finds that
overridiug requirements of the national security of the United States justify
sieh a waiver and promptly reports such finding to the Congress in writing, to-
gether with his reasons for suck findings. In any case in which the limitations
of this section are waived under the preceding sentence, the report required
under stich sentence shall set forth, in detail, the amounts of assistance, siles,
credits, guarantees, and ship loans proposed to be made in excess of the geo-
graphical lunitation applicable under this section.”,

Nec., 8. Section 8(b) of the Act of Jannary 12, 1971, entitled “An Act to amend
the Foreign Military Sales Aect. and for other purposes” (84 Stat. 2053, is
amended by striking out  “$185,000,000” and inserting in lieu thereof
“R245,000.0007,

The C'wammax. Last vear, that is in calendar 1972, the Senate de-
feated one foreign aid authorization bill and a second died in confer-
ence beeause the Senate and House conferees were unable to reach
agrecment on’a provision sponsored by Senator Case which required
{hat foreign military base agreements be submitted as treaties. The en-
tire foreign assistance prograrn is now being funded throngh a con-
tinuing resolution which expires on February 28, although no addi-
tional authorizations of appropriations are needed for the economie
aid programs, other than for Bangladesh.

The bill kefore the commiitee is basically the same as that proposed
Ly the executive branch last year. It requests a total of $2.1 billion for
military grant aid, military credit sales and supporting assistance,
ane 451('0 million fm Bangladesh. Much of the money requested n thls
hill is for Southeast Asia. The committee will be interested in obtain-
ing an (x\planafmn of how the aid programs for Indochina relata to
the cease-lire agreement and the planning for postwar relief and re-
construction in that area.

The committee is pleased to have us witnesses this morning Curtis
W. Tarr. Under Secretary of State for Sccurity Assistance; the Hon-
orable Robert H. Nooter, Assistant Administrator, Ageney for In
ternational Development : and Vice Adm. Ray Peet, Director, Defense
Seenrity Assistance Agency, Department of I)Qf(‘DSP

I wonder, gentlemen, if perhaps to make it easier. we could have the
three of you appear at once and give your statements? I assume, Mr.
Farr, you wish to lead off. Isthat correct ?
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STATEMENT OF HON. CURTIS W. TARR, UNDER SECRETARY OF
STATE FOR SECURITY ASSISTANCE; ACCOMPANIED BY ROBERT
N. NOOTER, ASSISTANT ADMINISTRATOR, AGENCY FOR INTER-
NATIONAL DEVELOPMENT, AND VICE ADM. RAY PEET, DIREC-
TOR, DEFENSE SECURITY ASSISTANCE AGENCY, DEPARTMENT
OF DEFENSE

Mr. Tarr. Thank you, Mr. Chairman. )

Senator Aiken, Senator Pearson, I appreciate the opportumty to
appear to support the President’s request for authorization of fiscal
year 1973 security assistance funds. We meet at a time of relief that
the agreement for ending the war in Vietnam has been signed. But it
is also a time of anxiety that we will be able to preserve the peace 1n
Southeast Asia. The security assistance legislation before us contains
some of the elements to encourage that peace, and thus our discussion
could hardly be more timely.

Under the continuing resolution authority SCRA) , which ends Feb-
ruary 28, we have of necessity operated with considerable restraint.
The members of this committee will want to know the consequence of
that restraint, and thus I wish to make brief remarks that might pro-
vide the basis for some of your questions. Mr. Nooter and Vice Ad-
miral Peet have prepared statements that we wish to submit for the
record.

The Crairman. They will be accepted.

MILITARY ASSISTANCE DPROGRAMS

Mr. Tare. Military assistance programs: The President requested
%780 million to support the military assistance program (MAT) in
fiscal year 1973. Under the CRA, we have operated thus far with new
obligational authority of $553 million. While this amount is greater
than the $500 million authorized last year for the military assistance
program, Thailand has been shifted during the same time from mili-
tary assistance service funded (MASF) to MAT. Furthermore, the
level of expenditure in fiscal year 1972 was considerably lower than
many people believed to be prudent.

The main casualtics under continuing resolution authority funding
having been the Korean 5-year modernization program and the assist-
ance to Turkey as it sceks to replace outmoded World War IT equip-
ment for its NATO forces. Neither is a U.S. commitment, but
we have worked closely with the leadership of each government on
their improvement plans. These leaders, in turn, have made their
budget plans on the assumption that our support would be forthcom-
ing at the levels we have shown in our presentation last year. Without
the anthorization in fiscal year 1973 that we have requested for Iorea,
it will not be possible to complete their 5-year plan on the date we had
set.

TOREIGN MILITARY SALES

Troreign military sales: Under the President’s fiscal year 1973 pro-
gram, we requested $527 million in new funds for foreign military
sales credits. The CRA has provided us with $400 million. In a busi-
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ness sense, we can easily reduce credit sales by telling our friends that
we do not have funds available. This usually encourages the leaders
of those nations to purchase military equipment provided by another
nation, even thongh American equipment and the continuing relation-
ship that coraes with it would have been preferable.

Neverthoeless, this restriction comes at a time when we would prefer
to increase sales while at the same time reducing our military assist-
ance grants. Qur planning for the future assumes this transition. But
we cannot follow these plans without the credit anthorizations in the
amounts requested.

SUPTORTING ASSISTANCE

Supporting assistance: As vou gentlemen know, we provide sup-
porting assistance to a small number of nations, with the largest
amounts going to Southeas: Asia, Israel, and Jordan. Since the pro-
gram requirements in other ccuntries are relatively fixed, the South
Vietnamese offort. is the one that must absorb the major reductions in
funding.

The President asked for $844 million in new supporting assistance
authority for the current year. Under the continuing resolution au-
thority we have been operating at the level of $600 million. including
$50 million earmarked for Philippine disaster relief that was no* in.
cluded in the original request. In order to tailor our efforts to the lower
level of expenditure, we eliminated several sound programs in Viet-
nam, including the development projects that now have even ar. in-
creased importance following the cease-fire, and U.S. support for the
land reforra program that has encouraged a welcome fundamental
economic restructuring.

Perhaps the greatest diffculty with the low level of funding for
South Vietnam is that now we should take advantage of the oppor-
tunities that the cease-fire makes available to us. The need to resettle
refugees in permanent circumstances is upon us. We should encourage
reconstruction, particularly those projects that will help to insure
economic growth. Our pipeline of commodity imports has contracted
substantially. taking from us even that flexibility.

EXTENDED REPAYMENT PERTOD ON FOREIGN MILITARY SALES

Other advantages in authorizing bill: The President’s legislarion
also contains three importart procedural ch anges. The legislation be-
fore the committee would extend the repayment period on foreign mili-
tary sales to & maximum of 20 years, as compared with the present 10-
vear period. We have no intention of extending payments longer than
the life of the equipment for which credit has been eranted. At the
present time we do not feel compelled to apply even the 10-year maxi-
mum on all foreign military sales contracts. But for some loans, the
20-year maximum has justification, both in terms of the economic re-
quirements placed npon the recipient nation and the life of the equip-
ment 1mvolved in the transaction. In these circumstances, we would
prefer to have the added flexibility.
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ELIMINATION OF 10 PERCENT DEPOSIT REQUIREMENT

Next, the bill before you would eliminate the 10-percent deposit
requirement for the military assistance program charges. This feature
reduces the benefit -of the program to the recipient government. To
meet the cost, a government must allocate tax revenue for the deposit
requirement and divert it from other essential programs. Some have
suggested that the requirement causes the nation to scrutinize more
closely the assistance it will accept from the United States; perhaps
this is so in a few cases. But if it encourages a kind of frugality among
a fow, the major effect has been resentment among others. We belicve
our program would attain its ends more constructively if the deposit
requirement were climinated.

ELIMINATION OF RESTRICTIONS ON SALES TO LATIN AMERICA

Finally, we ask the members of this committee to agree to the
climination of restrictions on sales to Latin America. This paternalism
no longer has a place in our relations with Latin American nations if in
fact it ever had justification. Brazil has become the seventh most popu-
lated nation of the world, with a rapidly growing economy that some-
day will make it a foremost power. Many other nations in the region
are moving ahead rapidly. Most Latin American leaders seek normal
trade relations with the United States, and we should be in a position
to reciprocate. This restriction makes it impossible for us fully to do so.

COMMITTEE SUPTPORT REQUESTED

The security assistance program for fiscal year 1973 encourages
progress and helps to maintain the delicate balance between security
and development. The program reflects our attempt to lay the founda-
tions for a negotiated settlement of the Arab-Israeli dispute. Not only
TIsrael, but a number of Arab states as well, are dependent upon security
assistance. In East Asia, our program provides the underpinning for
South Korea’s current dialog with the North for the purpose of nor-
malizing future relations. In Indochina it facilitates the transition to

eace.

P Thus security assistance is a constructive, vital element of our for-
eign poliey, transcending the simple question of transferring weapons.
Tt can and must continue to lay the foundation for cooperation. It pro-
vides the link that we need to facilitate the transition between the past
and the future. For these reasons, I request that the committee support
the Administration in its request for authorization of fiscal year 1973
security assistance funds.

(The prepared statements referred to follow:)

STATEMENT OF HoN. RoBERT H. NOOTER, ASSISTANT ADMINISTRATOR, BUREAU FOR
SUPPORTING ASSISTANCE, AGENCY FOR INTERNATIONAL DEVELOPMENT

Mr. Chairman and Members of the Committee, I am here today in support of
8. 837, a Bill to amend the Foreign Assistance Act of 1961. This Bill would
authorize $844 million for Security Supporting Assistance, $100 million for
South Asia Relief and Rchabilitation Assistance, and authority to use up to
$50 million from any of the Part I economic assistance categories for Philippines
Relief Assistance. Except for the requested authority for Philippines Relief
Assistance, the other requests are the same as those presented to this Com-
mittee by Dr. IIannah on April 17, 1972, All other programs administered by
A.LD. were authorized for both FY 1972 and 1973 and are therefore not
included in this Bill.
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I am here to answer any questions which you may have on Security Sup-
porting Assistance, and other appropriate witnesses are available to respend
to your questions on other portions of the request.

The Security Supporting Assistance request made at this time is essentially
for the same purposes as requested last April, A break-down of this request
by country is attached, and a more detoiled program description for each
country is contained in the Secarity Assistance Program DI’resentation book
for ¥'Y 1973.

Over three-fourths of the Secarity Su
million is for Indochina. These funds a
assistance which South Vietnam C

pporting Assistance request of $844
re intended to provide the econoraic

ambodia, and Laos need to sustain their
economies, fo provide refugee assistaree to the large number of displaced and

needy people there, and to contirue sufficient economic assistance to start the
transition toward economie self-sufficiency.

The present Continning Resolution level of $6G00 million for Security Sup-
porting Assistance does nof provide sufficient funds to carry out these objec-
tives. At this low level, wo have had fo cut back funding for the Vietnnm
program very sharply. We have not heen able to procced with U.S. support for
a number of eeonomic developmant projects which hold the hope of getting
the South Vietnamese economy back on irs feet so that it will not require
outside asgistance in the future. We have not been able to make the final $15
million U.S. contribution in support of the sweeping land reform progrian
begun by South Vietnam three years agn. We have had to make cutbacks
across the bhoard in ongoing technical assistance programs in agriculture, edu-
cation, public health and public works, as well as in programs aimed at main-
toining the country’s economic sta 2ility such as the Commodity Import Program.
‘We have had to suspend entirely anv funding for an Ecenomic Support Funda
which was intended to offiset tha sharp decline in 11.8. military spending in
Vietnam.

We should proceed with our contrib
significant soeial reform ecarried out

Since its inception in March 1970 this

ution to land reform, which is the mnst
by the Government of South Vietnam.,

: ! brogram has moved forward well despite
the great difficulties posed by the war, By the third anniversary next month,

we expect that all titles covering the planned area of 2.5 million acres will be
processed, and that at least 90 bercerit will be in the hands of the new owners,
We indieated to the Government of Sonth Vietnam, when it planned to laurch
this program, that, bending approval by the Congress, we would provide $40
million to help offset the cconomic eosts of the program. We have proviced
%25 million to dete and should go forward with the final $15 million now.

We have also faced major new refugee requirements during this fiscal year
in excess of original estimates, Prior {0 the North Vietnamese offensive of last
year, many mcre refugees were being resettled than were being generated hy
the war. The easeload of those receiving refugee and resettlement benefits wns
down from a high of over 3 millicn in 1968 to less than 500,000 in March, 197°.
The North Vietnamese offensive, which began after our request was made to the
Congress last spring senerated well over cne million South Vietnamese refu-
Zees who were forced to flee their homes. Despite these added burdens, ihe
Sonth Vietnamese (overnment did ar excellent job of caring for the additional
refugees. Stocks of food and other relief supplies were available and in position,
temporary camps were organized rapldly, and medical sunplies were made avaijl-
able. There were some problems, hut on the whole the South Vietnamese (Gov-
ernment. did an outstanding job of providing emergency relief for these people.

As of now we have nrovided ar additional $30 million out of Supporting As-
sistance for refngee relief. We have acrommodated these additional refugee costs
within the Continuing Resolution level in view of the high priority which we
give to this portion of our program, but it is not possible to ('nr.xt_mup to do an
adequate job, particularly for refugee resettlement, without additional funds.

1 would like to point out that the Government of South Vietnam has moved
with some vigor on financial and economic reforms. A greater stress has bo.on
placed on domestic tax collection and more taxes have been collected. Tn the n];d—
1960’s much rsliance was placed on administrative controls to manage The
economy. In recent vears, the Gevernment has come to rely more heavily on
market forces, which work much hetter. Interest rates have been increased and
the exchange rate changed from one artificially pegged at a low level to one
adiusted periodically to reflect realities of the market. These changes' nrovide
Vietnam with sound fiscal and mcenetary policies for the future, and will facili-
tate the transition tn economic self-sufficiency.
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‘We have not found it operationally possible to make significant reductions in
programs outside of Vietnam. Our request for Cambodia, $75 million, is needed
to provide the most urgent import requirements for food, fertilizer, petroleum
products, spare parts and other necessities. We cannot reduce the $50 million
level for Laos much if we are to meet refugee needs and help support the coun-
iry’s economy.. We attach congiderable importance to providing adequate levels
of economic support to Israel and Jordan, which offer the best prospects for
assuring stability and peace in the Middle East.

RFTECT OF THE CREASE-FIRE ON SUPPORTING ASSISTANCE REQUIRKEMENTS FOR FY 19738

It has long been our objective to encourage economic stability in Vietnam
in ‘a way which will permit an orderly reduction in U.S. assistance to that
country. The cease-fire agreement signed on January 27, 1978 should accelerate
that process considerably over the coming years., In the short run, however, the
cease-fire will, if anything, increase the requirements for economic assistance.
This will be particularly true because of the additional requirements for refugec
resettlement programs, and the need to undertake the reconstruction of damaged
bridges, hospitals, schools, and health clinies. We, believe that these costs can
be accommodated within the $844 million request during the remainder of this
fiseal year, but not at the $600 million Continuing Resolution level.

There are some who advocate that U.S. economic assistance to Vietnam be
channeled almost exclusively to refugee aid. We agree that refugee assistance
ghould be given priority over other programs, but it is not realistic to think that
generous assistance to refugees alone can be ‘effective at the same time that the
general economy is collapsing for lack of support. Our assistance to Indochina
must be a balanced program if it is to be effective, and for this reason we strongly
urge that this Committee oppose the earmarking of funds for particular portions
of the program, even for something as worthwhile as refugee support.

At some later date we will present to you a request specifically aimed at the’
problems of rehabilitation and reconstruction in Indochina, probably within the
context of the FY 1974 budget. This will be done on the basis of consultation.
hoth with the Congress and with other donor countries and institutions. In the
meantime, however, the substantial progress toward peace whieh has been made
in Indochina depends upon being able to sustain the economies of Vietnam, Cam-
bodia, and Laos until such time as peace is fully restored and reconstruction
can hecome a reality.

The cost of economic assistance to Indochina is a substantial amount, but
it is only a fraction of the cost of war, Qur military forces are withdrawing; it
is essontial that we continue the economic support which these countries need
in order to survive.

BANGT.ADESH

The authorization request for Bangladesh is €100 million, compared to
¢250 million authorized for FY 1972, This $100 million is contained in the Con-
tinuing Resolution as a separate line item.

‘We have provided the Committee this week with a detailed statement of our
relief and rehabilitation program for Bangladesh. In summary, we are assisting
the relief activities of U.S. voluntary agencies, providing the U.8. contribution
to the T.N. Relief Operation in Dacca, and providing bilateral grants for
relief supplies and to assist in rehabilitation projects. The U.N. agency, the
largest relief organization in Bangladesh, supports the relief and rehabilitation
offort of the Bangladesh Government, marshals worldwide contributions and
coordinates the many activities of voluntary agencies.

At the level of $100 million which we have requested in FY 1973, the U8,
contribution to relief and rehabilitation in Bangladesh is about one-third of
the total from all sources. Other donors have been forthcoming in their con-
tributions, and we believe that the essential tasks of relief and rehabilitation
can be completed with FY 1973 funding.

PHILIPPINES DISASTER RELIEF
The Phillipines was struck by massive floods late last summer, The devasta-

tion and disruption have been great throughout the countryside and in the
cities as well. The United States has responded quickly, first with emergency
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relief assistance, then with funds to help in reconstruction., By the end of this
month about $45 million of the $50 million provided under the Continuing Reso-
lution will have been put to use.

The United States is assistingr the Philippine Government in rebuilding rural
roads and irrigation works, and in providing fertilizer and insecticides much
needed for greater rice yields in the affected areas. Schoolg destroyed are bheing
rebuilt to hizher standards which will resist such disasters in the future. We
also are assisting in flood contrcl warks necessary to help prevent further catas-
trophies of this sort in the future. We have recently provided the Committee
with a more detailed statement on this program,

The Thilippine disaster struck after the F'Y 1073 authorization request was
Rubmitted to the Congress. Disasters of this kind deserve our support, and
should take priority over other programs which may be equally important but
less urgent. The Congress, in tha Jontinuing Resolution, earmarked $50 million
for Philippines Reljef Assistance to be drawn exclusively from Security Sup-
porting Assistance. which ig already greatly reduced and must meet the needs
of large numbers of refugees in Indochina. As an alternative, we are requesting
authority to fund the Philippines Relief Assistance from any of the categories
of Part T of the Foreign Assistance Act so that it can be drawn from whatever
programs can most easily bhe delayed,

Supporting assistance—Summary : Request for fiscal yvear 1973 as contained in
the security assistance program presentation hook

Miltions

Vietnam $585. 0
Cambodia 5.0
Laos ______ 19. 8
Thailand . 25,6
Israel _______. T 50,0
Jordan ______.._____ __ 40.0
Bast Asia regional..__________ T TTTTTTTTTTTTTTTmO I 8.4
Malta _._____.._____ 9.5
Spain . ____________ 3.0
Interregional __ _____ 23. 4
UNFIOYP [T 4.8
Total program_____.____ . 874. 5

Less anticipated deobligations from prior years. . o __ 30.5
New obligational authority._..____________ 844. 0

STATEMENT oF VICE AbpM. RAY Perr, USN, DEPUTY ASSISTANT SECRETARY OF
DEFENSE (INTERNATIONAL SECURITY AFFAIRS) FOR SECURITY ASSISTANCE, AND
Dirreror, DEFENSE SECURITY ASSISTANCGE AGENCY

Mr. Chairman and Members cf the Committee, I take this opporftunity to
present to you a brief report on management of the Military Assistance Program
and Foreign Military Sales under the Continuing Reseolution Authority (CRA).
We have been working under some wausual constraints and have had to employ
some innovative measures to deal with thenl. As you will see, however, we have
not been able to find aceeptable solutions fo all ot the problems.

The major constraint has been a reduction in the size of the grant aid pro-
gram from the Administration’s request for $780 million new obligational
authority (NOA) to the continuing resolution authority (CRA) level of $553.1
million. This thirty percent reduction has necessarily altered the scope of the
Security Assistance Program.

In the Military Assistance Prograia there are some expenses that cannot he
deferred if the program is to continue. Annual contracts must be funded fully
at the beginning of the year. We must, pay current bills for moving the pipeline
zenerated by prior year programs and these bills do not occur at a level rate.
Funds must be obligated early ir. the year if students are to be selected and
moved to training facilities in the Un'ted States. In some cases equipment must
be ordered at a fixed time to meet delivery commitments or to preclude prodic-
tion breaks that would result in substantial price increases. In other casgas,
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ongoing projects in the field must be funded for the same reasons. By using
available CRA funds to meet these priority needs we had to defer funding of
operations and maintenance - requirements.

At this point in time we have managed to avoid significant disruption in the
program. In many cases, however, foreign countries have exhausted stocks on
hand and their abilities to find other resources. Simply to keep the program
moving we foresee valid requirements of about $68 million now. Some of these
require immediate attention and, short of obtaining additional funding, we see
no way at this time of alleviating the situation. For example, we have not yet
been able to fund some resupply requirements for Cambodia, M—60 tanks and
UH-1 helicopters for Jordan, and several other significant needs such as con-
struction equipment for Nicaragua, ship overhaul for Indonesia, and mainte-
nance needs for several countries. In the next few weeks we should fund T-37,
IP~100 and F-5E aircraft and, of course, additional operation and maintenahce
needs. I would like at this point to submit for the record a detailed accounting
of our planned programs and the status of their funding to date. (Attachment A).

Funding of FMS credit has not caused serious problems. We have not been
able, however, in some cases to proceed with planned transactions at the time
that would have been advantageous to both the United States and the foreign
‘country. I would like at this point to insert for the record a statement of credit
transactions concluded to date. (Attachment B).

FY 1972 Foreign Military Sales totaled $3.4 billion. During the first six months
in FY 1973 Foreign Military -Sales and Credits totaled $2.4 billion. Of this
amount approximately $2.1 billion were cash sales with $319.3 million of credit
(equivalent to $228.3 million NOA) being concluded under Continuing Resolu-
tion Authority. Major FMS transactions concluded to date in FY 1973 include
the sale to Iran of P-3 and F-5E aircraft, Improved Hawk, helicopters and 707
acrial refuelers; Republic of China of F-5B and F-5E aircraft; and Turkey of
F—4 aircraft.

Finally, I would like to insert for the record (Attachment C) brief re-
ports on performance to date in this fiscal year in the transfer of ships and
excess defense articles to foreign countries. We are continuing to emphasize the
sale of ships instead of leases and loans, and the role of excess defepse articles
in lien of grant aid. By selling, the United States recovers in dollars the fair
value of the material which ranges from 59 to 509 of acquisition cost depend-
ing on condition. To the foreign country, this is a relatively inexpensive and
simple step in the transition from grant aid to sales. Limited experience to date
indicates that the foreign country is much more careful and selective in accept-
ing excess equipments when it must pay for them.

Mr. Chairman, gentlemen, that concludes my prepared statement. I welcome
any questions you may have.

(Attachments referred to follow :)
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ATTACHMENT A
FISCAL YEAR 1973 MILITAEY ASSISTANCE PROGRAM—GRANT AID

{Do" ars In thousands}

Program Funded Pri IFund
inCPD o date MR oiaee
Tast Asia and Pacific: TRAINING ONLY
GCambodia_______.____________ $209, 541 $3), 034
Taiwan.__._____.___ 7,642 12,1711iEast Asia and Pacific: Malaysia____. 181 178
Indonesia._..__......... ... . 28,745 12,757 |Near East and South Asia:
Yorea ... .__..._.___ 215,710 HS, 025 Afghanistan._. ... ___ ... 215 205
Phifippines._____ .. 20, 780 india._ 234 133
Thailand_.______. 59, 954 230 166
Far Eastregion_..._ .. _.___ 375 29 26
Near Fast and South Asia: 243 282
freace ..o 9, 554 484 231
Sordan..._ ... ... ... - 42,746 15 53
Yurkey. . ooooiioiaao.oo _.. 8,611
NESA region. ... .. _.___ 531 24 18
‘Europe:
gorlugdl _____________________ 805 % 20
'ipam ....................... 9, 261 55 49
85 920 226
12,139 Zg ?;
) R o e 499 455 261
Tunisiae. .. ... _........ . 3,703 Latin America:
Africa vegion_ . __._.______._._ 93 62 Argentina______ 550 555
Latin America: ' Brazil_ . 988 669
Bolivia. .o oo 4,873 3,008 Colombia 778 722
Chile_. ... ______________ 1,114 918 Mexico_. . 87 85
Dom\;lcan Repubtic..._._____. %. 3[?58 588 Peru_. . 820 783
Ecuador_ ... ... ... . Venezuela.._. .. __......._... 870 866
él Salvacsor .................. . ggg ‘;tlig [ ———
vatemala. . ..o ... ' Total_____________________
R — | o otal--. LT
icaragua . wi
Panam%“ %{ gzg World-wide total pmgram....M m_43_i83
Paraguay_ _
Uruguag T L am &l NOA. . e 780,000 413,000
Latin America region__________ 687 314
General €ostS.ooo o ovoooi ol 85, 246 63, 533
Tatal ... 812 387 " 434,340
ATTACHMENT B
FISCAL YEAR 1373 FOREIGN MILITARY SALES CREDIT
[Da fars in thousands]
Program  Qbligated Program 05ligated
in CPD to date in CPD to date
East Asia and Pacitic: Latin America:
Taiwarn_ ... $55,000  §13,700
Korea. . ocieeieeaaean 25,000 15,000
Malaysia. - oo 10, 000
Far East Regioa..___._.______. 12,500 ...
Near East and South Asi

Greece. - - o occaececaaeom 55,000 140,750
Israel oo 300,000 2 126,250
lordan. ... V000 L.
Lebanon_. ___. .. . _________ 15,000 .__.___...
Saudi Arabia.. ... ..oooaaaea 45,000 _.........
TUTKeY o oo 15,000 20, 000
NESAregion. . ... __.._._.__. 3,000 ...
Africa:
Worocco
Zaire_____

1 Includes $5 750 for a guaranty of $23,000 prvate credit.
2 Includes $26,250 for a guaranty of $100,000 privase credit.
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ATTACHMENT C
FISCAL YEAR 1973 SHIP TRANSFERS BY LOAN OR LEASE

 Method Method
Country and number Ship of transfer Country and number Ship of transfer
China: 1o oo oaceeeaee AOG—T - eeeeet Lease Chiles 1. ... AOG-8. . . ... Do
Turkey: Korea:
1 DD-709 Loant | U, DD-805. ... Loan!
................... DD-830.......... Dot
Italy:
____________________ LST-1171._...... Lease
i ____________ LST-1175. .o.__. Do
) S
Uruguay: 2_.... -
leeland: 1o oo oZoo..
Spairi:

i . 1ST-488_ .. . Do
| SR LST-546. . __..... Do
t Public Law 92-270.
FISCAL YEAR 1973 SHIP SALES
Country and Unit price Country and Unit price
number Ship (thousands) number Ship (thousands)
A. Ships transferred by B. Ships sold that were on
sale: loan or lease:
LST 277 $75.0 SPaIN. oo en AVT-3 (ex-CVLY/ 500.0
DD-550 153.0
DD-731 153.0 DD-§51 153.0
DD-764 229.5 DD-509 153.0
DD-799 153.0
DD-765 229.5 DD-678 153.0
SS-421 153.0 ~Chile ool SS5-414 55.0
Brazil. oo eoeon §S-381 55.0
DD-888 229.5 DD-794 76.5
55365 153.0 DD-675 76.5
TUKEY - e e DD-656 153.0
_ DD-596 153.0 DD-861 153.0
. S5-484 153.0 DD-872 153.0
- $5-350 153.0 DD-668 153.0
DD-745 229.5 DD-709 153.0
$S-320 112.2
DD-702 229.5 ASR 10 51.0
. DD-704 229.5
DD-877 229.5
DD-775 229.5
DE-1029 122.4
D-756 229.5
DE-1006 122.4
MSF
DE-1034_____._. 145.0

Note: Total number of ships sold during fiscal year 1973: 57; total sales proceeds during fiscal year 1973: $6,500,000;

gg{/%ent of ships transferred by sale during fiscal year 1973:66; percent of ships transferred by sale during fiscal year 1972:
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ATTATHMENT (—Continued

Fiscal year 1973 allocations of excess defense articles of
February 20, 1973

[Million dollars at acquisition cost]

Country Allocated
Cambodia .o___._____._____ —— ————
Ohina (Paiwan). .. TTTTTTTTTTTTTTmm-
Indonesia
Korea __.

ok
%
-

[ &)

Philippines
Thailand
Vietnam .
Greece ____.
Jordan
Turkey ... _______________ T
Spain _— - — ——_—

Bthiopia . ___________ " 777" —— —— - -—
Tunisia ——— e e e ———— e [

co

Pk Nomwe, »
TOMHD O DO O W

[

NS

Total e - e *166. 1

1 Allocations constitute authorizations to deliver specific major 1tems, some of which may
not oecur due to subsequent changes in availability, In addition te the total shown, the
military departments have been authorized to deliver up to a value of $60 million in second-
ary items (acquisition cost) on the basis of requisitions received from the field.

3 Less than $50,000,

3 Total may not add due to rounding,

The Cizarruman. Thank you, Mr. Tarr.

CBJECTIVE OF MILITARY ASSISTANCE PROGRAM

I wonder if you could summarize for the committee how you see the
objective of this military assistance program. What is it the United
States seeks to achieve by it % .

Mr. Tarr. Mr. Chairman, T think that the U.S. Government recog-
nizes that there are valid recuirements among friendly nations all
over the world to provide for their own defense security requirements.
Many of these nations are not ‘n a position economically to meet those
requiremcnts, and so

The Criatesan. Who determines their requirements? Do you deter-
mine them ¢ Do we determine thern ?

Mr. Taze. The fundamental determination of requirements for de-
fense must he made by the leadership of each nation. The degree to
which we are prepared to help is a function not only of our appraisal
of the validity of those requirements but also is a function of our
ability actually to take part in terms of the amount of funds we have
available.

The Crarman. It is difficult for me to follow what you consider
to be the basic justification for the military aid program. Is it to as-
sist our own manufacturers? Is that the primary purpose ?

Mr. Tarr. Mr. Chairman, the primary purpose is not a means by
which we can keep our factories running or a means by which we can
ciphasize the sales of American manufacturers, We all recognize
that this is a byproduct of the effort.

The fundamertal purpose of the program, rather, is to assist foreign
countries to provide for their own security,
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The Cnamrman. Their security against whom? I mean who is
threatening all these countries that we are helping ? . )

Mr. Tarr. Well, Mr. Chairman, it i not possible to make a sweeping
generalization. ’ ' :

The Cratrman. You made a sweeping one. This is very sweeping.
Is it our responsibility to provide security for all the countries in the

- world or all those to whom we give aid ?

Mr. Tagrr. Mr. Chairman, it is my feeling that it can be very im-
portant for us to help other nations provide for their own security in
a part of the world where we have interests that are involved.

For instance, in 1950 no real care was given to the preparation of
South Korea for the withdrawal of U.S. forces. We all know the
consequences of that, . Co

The CmamrMaN. Mr.- Tarr, there have been- a lot of changes since
1950. T was talking about the justification today. I know you shy away
from saying that we are restraining communism. Your predecessors
used to say we were restraining communism, we were protecting the
free world from enslavement by Communists.

1 am trying to see what is the new rationale. That used to be said to
be the reason. That was the reason we got involved in Vietnam
originally. It was aid to protect them from communism.,

PURPOSE OF CONTINUING MILITARY ASSISTANCE PROGRAM

That was the purpose of SEATO. I am trying to bring it up to
date. I am not trying to bedevil you. I thought maybe-you had some
new rationale, that you could give the committee that this is what our
objective is in going all around the world and spreading arms and aid.
What is the objective? I was trying to got you to express the adminis-
tration’s new rationale in view of the President’s changed attitude
toward Russia and China. Maybe it is out of order, but I was trying
to lead you along to see if you could tell us clearly what we are up to.
What is our purpose in continuing a program which—as you refer
back to 1950, But this isn’t 1950; it is 1973.

Mr. Tarr. Mr. Chairman, let’s use the same nation in 1973. The
purpose of our aid to South Korea right now is to help them maintain
adequate strength against a possible encroachment by the people in the
North.

The Cuamrman. Ts it probable or possible? Did you use possible in-
tentionally or is it probable ?

Mr. Tare. It is possible.

- The CrratrmMaN. Anything is possible.

Mr. Taxr. To the degree to which it is probable, I would rather not
speculate. But T do feel that the strength of South Korea now puts
that government in a position whereby it can negotiate with the North
with the hope eventually of bringing about normal relations between
the two. We both have read statements where each side hopes even-
tually that the two halves of that nation might someday be unified. We
think that it is important to our interests in the Far East that this nor-
malization, in fact, take place. We think that normalization cannot take
place unless certain fundamental security needs are met in South
Korea. Our program there is aimed at these purposes.

90-989—73——3
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PATERNALISM OF RESTRICTION ON SALES TO LATIN AMERICA QUESTIONED

The Caamrman. I have one or two other questions. You state that
restriction on sales to Latin Amecrica is apparently paternalism. How
do you arrive at that conclusion? Why is a restriction on what arms
we sell paternalisin ¢

Mr. Tarz. Because, Mr. Chairmaan, we are saying to nations in Latin
America that if they want to buy and they have the credit potential
to pay back the loan or they have the cash in hand actually to buy,
we are judging they cannot do so. Such judgment, I am saying, is
paternalism.

The Cuareman. I was thinling it isn’t our business to promote arm-
ament races. I mean that is our policy, I thought. It has nothing to do
with paternalism, in my view, to say I don’t want to go around spres.d-
ing arms all over the world, a;s we did in Pakistan and as we have done
in the Middle East. I don’t see it as paternalism.

10-PERCENT DETOSIT

1 might say that the 10-percent deposit was not intended to be
beneficial to the recipient. It was intended to be a slight benefit to the
United States because it was intended to use that much funds for our
local expenses. You misunderstood our purpose, I think. We didn’t put
it in in order to benefit the recipient country.

Mr. Tarr. Mr. Chairman, regardless of what the intention was for
putting it in, the effect is a hardship on the recipient country.

The CHaIrMaN. At one time, 1 think, we had 50 percent. The Senate
approved 50 percent.

One other before I pass you oa to my colleagues. T know they want
to ask you some questions.

CONDITION OF FEDERAL BUDGET

Ave you aware of the condizion in our Federal budget ? Do you know
what the deficit in our I'ederaf budget was last year?

Mr. Taxk. Mr. Chairman, I am familiar with it.

The Crrateaan. What was it ¢

Mr. Tarr. I will take the advice of the chairman if he wants to state
an actual figure,

The Caamyan. T didn’t know whether these facts that we were in
deficit condition ever filter into the State Department [Laughter] be-
cause these statements give the impression that you are utterly nn-
aware of the condition of either our bhalance of payments, balance of
trade or domestic budget. I thought maybe you would know.

Mr. Tarr. Mr. Chairman——

The CratRMAN. It is more important that you know than I know,
but if you don’t know that is all right. I suspected you didn’t because
it gives the impression that our budget is quite irrelevant in the view
of the members of the bureaucracy as to whether these programs shoald
proceed. This is one reason I 1sked you the objective of the program.

Mr. Tarr. Mr. Chairman——

The Crratrman. 1 didn’t find vour answer very persuasive, in all de-
ference to you, that this is an overwhelmingly important objective
that we are seeking to achieve,
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My. Tarr. Mr. Chairman, if the Federal budget was in arrears some-
thing on the order of $20 billion last year, it seems to me that the logic
suggested is that no one would ask for any budget this year. I think
that

The CiramrmAan. No, no; the logic is we have to be more careful and
diseriminating where we spend more money. Tsn’t that the logic of it ?

Mr. Tarr. Yes, Mr. Chairman. But, Mr. Chairman, what I think you
have every right to expect from me is that I represent to you as honestly
as I can what the valid needs are. Now I recognize that there arce re-
quirements placed upon Congress, and there are requirements placed
upon the President to give oversight, and to make a structure of prior-
ities with reforence to what programs are valid and what programs are
not and the degree to which some must be cut. But I am simply trying
to bring to your attention what I think the valid requirements are for
this program, and importune you in the best way I can in that light.

PRIORITY OF PROGRAM

The Cratrman. You are not saying then that this should be funded
even though there is not enough money for the domestic programs or
the Farmers Home Administration or the Urban Renewal. Youarenot
trying to tell us that this is a higher priority than any of those; are

ou?
Y Mr. Tarr. I can’t set an order of priority for all Federal gpending.

The CrammaN. What you are saying is if. we have plenty of money
this is a nice thing to do; is that right ?

Mr. Tarr. No, I am saying irrespective of the money we have to
spend I think this is an essential program.

The CzarrMaN. Does that mean you think it should have priority
over the domestic programs? Is that what you are saying ?

Mr. Tarr. I think it should have priorify in your consideration.

CONSIDERATION OF DEFICIT, TRADE BALANCYE AND DOLLAR DEVAILUATIONS
SUGGESTED

The CratrMan. Do you have any idea of about how much we have
spent on military affairs since World War IT,just in the general range?

Mr. Tazrr. I think on total aid programs of all kinds it is about $100
billion ; isn’t it ?

The Cratrman. No, the total military expenditures of this country
for our own services and others.

Mr. Tarr. No.

The Criammax. I don’t want to press you on that. In round num-
bers what we have spent on military affairs is about $1,500 billion and
wo have accunmulated in the last 4 years about a hundred billion dol-
tars additional deficit. Last year was the second deficit in our trading
balance since the turn of the century and much the largest. Tt was
nearly $7 billion last year and, as you know, we have devalued the
dollar twice in 15 months.

Don’t you think these are things that should be taken into consid-
eration in this kind of a program?

Mr. Tagrr. Of course, they should.

The Crairman. That is all T wanted to know.

Senator Aiken, do you have any questions?
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CONTINUED USE OF TERM “S17PPORTING ASSISTANCE” QITESTIONED

Senator Argex. T know you refer to supporting assistance. I's it
necessary to continue that term “supporting assistance” which has
been more or less a catchall in the AID program? Why don’t we
specify directly the purposes that we appropriate for instead of leav-
ing it so open? Are you insistent on calling it supporting assistance ?

Myr. Tarn. Senator Aiken, we are more concerned about the pur-
poses for which the money is spent than we are the title under which
they come vo you, and I thinl: in changing times it might be that
another title would be more appropriate.

Senator Atkew, T think so.

Mr, "Uarr. "The purposes though that are represented in this budget,
we think, are valid and essential in this transition period.

Senator Aixen. I would say on the economic assistance you call
that technical assistance and get away from that catch-all phrase of
supporting assistance.

PAYMENT FOR IRANIAN PURCHASES

In regard to the purchascs which Iran is making in this country
of $2 hillion, as reported I believe in the papers, do they pay cash
for thal-? That is strictly a private deal. Does the United States or
any of our agencies underwrite the payment in any way ?

Mr. Tarr. Senator, they pay cash for the equipment. Most of this
cash comes from their treasury; some is represented by borrowing.

Senator Argrn. They borrow the money %

My, Tarr. Yes.

Senator Arkex. From our banks, Swiss banks, anywhere they can
borrow it the cheapest. But we dor’t underwrite it,

Mr. Tarr. We do not underwrite it under our foreign military sales
program, no.

Senator AtkeN. Any other? What about OPIC, for instance? Do
they underwrite any ¢

Admiral Prer. We don’t underwrite any of the loans so far as
Iran is concerned. It is handled through the Export-Import Bank
or straight cagh.

NO MILITARY ASSISTANCE TO ZBAN’GLADESII, INDIA, OR PAKISTAN

Senator AerN. We don’t grive any military assistance to Bangla-
desh; do we?

Mr. T'arr. No.

Senator Atkex. And none to India or Pakistan at this time ?

Mr. Tarr. As you know, Senator, we have had an embargo in
those areas.

Senator AtkeN. Yes.

AID SOUGHT BY ISRAEIL

One of the Washington papers recently printed a story to the effeat
that Israel is seeking a promise of $515 million of .S, aid for this
coming year; is that correct ?

Myr. Tagrr. Well, we are not certain of the amount but a gentleman
representing the (Government of Tsrael recently visited with us and
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talked in preliminary terms about their needs, and the visits early next
month of other officials from that Government certainly will focus on
this question more precisely.

CONGRESSIONAL ACTION ON AID PROMISED BY EXECUTIVE

Senator A1en. If the Executive does make a promise to Israel, or
any other country as far as that goes, Tunning up into the hundreds
of millions of dollars, would that be subject to congressional action?

Mr. Tagr. I think it is quite clear that it is subject to appropriation.

Senator ATgEN. In this legislation or what?

Mzr. Tarr. Excuse me?

Senator AtsnN. Would it be included in the military assistance
bill or do you know ¢

Mr. Takr. Well, I think the article in the paper the other day would
indicate a request for assistance from a variety of sources. '

Senator ATKEN. Yes.

Mr. Tarr. My recollection is that the largest portion of that assist-
ance would come from the Foreign Assistance Act. Most of it is under
foreign military sales, but some of it would come under support'mﬁ
assistance. It would all come out of fiscal year 1974 authorizations, an
so it would involve our request to you 1f we went along with their
requests in any amount, in the legislation that we will bring up. for
fiscal year 1974. . S

TUNDS FOR KEY WEST, FLA., NAVAL TRAINING CENTER

Senator ATreN. Probably my last question could be better directed
to Admiral Peet, but we do have naval training and other training for
military personnel covering Latin American countries. Last year sev-
eral Members of Congress proposed funds be taken from military
assistance to finance the naval training facility at Xey West, Fla. Is
this an administration idea ?

Admiral Peer. I think you are referring, Senator, to-the $2.5 mil-
lion that is earmarked for a training unit in Florida.

Senator ATREN. Yes. : -

Admiral Peer. Key West, Fla. Those funds have not been released
and there are no plans right now to go ahead with that project.

Senator Atsrx. I wondered if that shouldn’t be considered more aid
to Florida than aid to Peru and Venezuela.

The CrrarmaN. Sure.

Senator A1geN. I will pose that question for my chairman’s con-
sideration. There is certainly no naval training in Arkansas; is there?

The Cramrman. No, not at all. _

Senator A1xenN. Not atall. T think that is all Thave now.

The CuamrMAN. Senator Symington.

Senator Symixeron. Thank you, Mr. Chairman.

NO ADDITIONAL REQUESTS BASED ON FURTHER DOLLAR DEVALUATION

Mr. Secretary, we have now devalued the dollar twice in 15 months;
and there are rumors already it is going to be further devalued. Gold
went to its highest level in history today, $88 an ounce. Not too long
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ago we were buying it and selling it at $36 an ounce. If you succeed
In obtaining this money would you request an additional amount
based on further devaluation ?
_ Mr. Tanr. Senator Symington, it would not affect our operations
111 fiscal year 1973.
Senator SyMiNeToN. So you would not ask for additional money.
Mr. Tarr. No, sir.
Senator Syminaron. Thank you.

ADDITIONAL CLASSIFICATION OF REQUESTED INFORMATION

In preparation for consideration of this bill, the staff of this com-
mittee requested information from the Departments of State and Ie-
fense. When it came, a considerable amount of information was classi-
fied that was not classified last year. For example, the latest estimate
for Government cash and commercial military sales is classified con-
iidential, although the same data in last year’s presentation book is
unclassified. Tnasmuch as the new figure is considerably higher and
some of us are becoming increasingly apprehensive about the billions
of dollars we continue to ship out of this country to sustain the vari-
ous foreign programs, Whg is there this classification, additional clas-
sification, from the people?

The country-by-country lis; of distribution of excess arms is also
now classified confidential. But last year only two countries, both in
the Middle East were so classified. VVKy is there this change in policy

Admiral Pexr. 1f T might answer that, Senator, in my prepared
statement to be inserted in the record, I have listed the allocation of
excess defense articles for fiscal year 1973 in an unclassified chart.

Senator SYMINGTON. So now we can consider it as declassified even
though in preparation for the hearing the staff was told it was
classified ?

Admiral Pugt. Right. The ectual expenditures to date so far as the
sales programs are concerned, are unclassified and also our estimate
for the year is unclassified,

CURRENT AMOUNT OF MASF PROGRAM

Scnator SymiNatoN. Admiral, T would ask you or the Secretary,
what is the amount of the military assistance funds program for the
current fiscal year?

Admiral Prer. For military assistance program, the total amount-—

Senator SYMiNeToN. MASF, military assistance service funded.

Admiral Prgr. The MASF program is not my responsibility but
we could provide the data for the record.

Senator SyminNaToN. Do you know, Mr. Secretary ?

Admiral Prer. Although I am not involved in MASF funding, the
fotal that was just handed to me is $2.73 billion for fiscal year 1973.

senator Symivaron. That is what you plan for the fiseal year 1974¢

Admiral Purr. The fiscal year 1974 total budget authority in the
budget 1s $1.871 billion. However, it is a new ball game as far as recent
events are corcerned and I am sure that will be recansiders.

=enator SvaiNaron. Do you think it will be less or more ?

Admiral Perr. So far as T know, it would be less.
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Senator SymineroN. Thank you.

If our military assistance to South Vietnam and Iaos is to_be re-
stricted to replacement on a 1-for-1 basis, why can’t we cut this pro-
gram heavily ? Did your previous answer mean you believe it will be
heavily cut?

‘Admiral Peer. Well, there is certainly a different ball game now
that we have a peace agreement. We are in the process of evaluating
and reassessing it, and I would rather not make any predictions along
that line.

REDUCED SPENDING CEILING TOR CAMBODIA

Senator Symrveron. I am particularly sensitive about the Cam-
bodian situation— '

Admiral Prer. Yes, sir.

Senator SymrNeroN. About a year ago I went to Cambodia. I have
seen. a lot of messed up situations, but never seen one to beat that
setup. This is no criticism of our people there. We tried in the Senate
to get a limitation on the aid, but the Administration objected ; in fact,
there was objection to even a limit at what it said was wanted. They
just didn’t want to be bothered with any congressional interference
when it came to the money.

To date, in this fiscal year, your obligations for Cambodia, the
grogram, totals only $116 million I am told, as against a figure which

nally got through the Senate of $341 million. Since more than half
of this fiscal year is now passed, is there any reason why the expendi-
ture ceiling for Cambodia cannot be reduced heavily; and, if so, to
what figure do you think it could be reduced ?

‘Admiral Peer. Senator, the obligation ceiling last year was $341
million. This year, although I think there is a technical question as to
whether we have a ceiling under CRA, we are operating under a ceiling
that is in fact lower than the $341 million.

Senator Symineron. What is that figure?

Admiral Prer. It is a total ceiling for aid and we are well within
the ceiling. In fact, right now as you have indicated, for the first two
quarters economic and military assistance amounted to only $116
million.

Senator SymrNaron. Do you think it would be

%dmiral Prer. It would not be appropriate for me to give a new
ceiling.

Senator SymiNeToN. Our economy continues to deteriorate. Nobody
would argue that fact. We in the Congress are trying to get a handle
on what we are spending out of the country. TLast year the only handle
we could get through the Senate was that amount of money the admin-
istration asked for; otherwise enough Senators on both sides of the
aisle refused to go for any reduction. But you didn’t spend anything
like what you asked for. I ask now, what do you think your estimate
would be for this year in Cambodia?

‘Admiral Prer. Senator, it is not firm, it would be just a guess on my
Eart, and I would rather not get involved in & guessing game. I would

ope you would have confidence in our desire to keep it as Jow as
possible because we want to.

Senator SymiNeron. Will you make a guess and then correct it for
the record ?

Approved For Release 2001/08/30 : CIA-RDP75B00380R000600170005-7



Approved For Release 2001/08/30 : CIA-RDP75B00380R000600170005-7
20

Admiral Perr. I would certainly say it would be less than $300
million, sir. 4
Senator Symrneron. All right. I thank you.

. Admiral Prer. But T don’t have control of the whole thing. This
is a total figure for the Government. AID is involved as well as the
Defense Department.

Mr. Tare. Senator, the supporting assistance program for Cam-
bodia this year will run about $70 to $75 million, and also Public Law
480 :e}upmeg’nts would come under your ceiling also. So that the $116
million military assistance rigure alone might be somewhat misleading.

Senator Syminarow. All those items are included in an estimate we
have been given, everythinz mentioned so far. It totals $226 million,
so I don’t see why you need around $300 million, even as & guestimate.

I would hope we would try o put sound accounting principles of man-
agement in this field. :

RECOVERING MONEY STOLEN BY CAMBODIAN MILITARY PAYROLL PADDING

An article last January said the Minister of Information of Cam-
bodia acknowledged at a recent news conference that because of pay-
roll padding by military comrmanders the Government had at times
paid salaries to as many as & hundred thousand nonexistent soldiers—
a wasted total of around $2 million a month.

Tlas anyching been done to get the money back that was stolen
through this payroll padding ?

Mr. Tars. Senator, I think one thing that we need to keep in mind
about the so-called phantorr troops in Cambodia is that those troops
are paid out of the Cambodian Government’s budget. Now it is- true
that in our program this year of about $70 million of supporting as-
sistance, we provide commodity imports sold in Cambodia, and the
proceeds of some of these go toward that military budget. They go
toward approximately one-half of that military budget. . _

Now, it wonld be difficult for us in this kind of argument to honestly
plead that the United States had su ported these phantom troops, be-
canse the payments to troops actually on board were considerably in
excess of the budget that had been undertaken by the U.S. subsidy.

Senator Symrvaron. What percent of the total Cambodian budget
does the U1.S. support ? '

Mr. Tarr. T have said th
their military budget.
Senntor Symineron. T understand it is about 75 percent. In any
ease. if we arve putting up that much of the American taxpayers’
money. don’t we take steps when they admit themselves they have
been paying e hundred thousand soldiers who were not there?
Mr. Tark, Senator, as you know, we have a small military mission
there, and one thing we have done through that mission is to help the
Cambodians install the kind of payroll systems that-
Senator SymiNaron. Mr. Secretary, 1 understand all that and am
sure you have a lot of plans and organizations and setups, and I am
not being critical of you, just asking a question. I would like an answer.
Have we done anything specific about recovermg this stolen monsy,

inasmmeh as we put up an estimate of 75 percent of their total budget ?
Iave we or haven’t we? That :s the question.

at we support approximately one-half of
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Mr. Noorer. Senator Symington, if I could speak to that, let me say
that the belief is widespread that, as you have indicated, the Cam-
bodian Government payroll system was paying a number of troops
that weren’t on the payroll. That was of concern to the Cambodian
Government as well as to ourselves and, in fact, when T was out there
last November they had just come to us at very high levels and asked
for assistance in trying to bring that situation undor control. :

But let me say that having an awareness of this Pproblem is quite
different from having an accountancy of what the shortfall is, and I
was aware out there in talking with our people, as they were beginning
to take on this problem, that it was extremely difficult to actually count
heads on the battlefield and see how many people were on board. I
will say that we made representations at very high levels frequently.
We took severe steps to bring that condition to an end.

Senator Symineron. I understand that, especially as you are work-
ing with our own people’s money. As I understand it, we are support-
ing an army of 200,000 people, but now they say, the Cambodian Gov-
ernment itself says, 100,000 of those were fictitious. C

FINANCIAT, ADJUSTMENT CONCERNING CAMBODIAN MILITARY PAYROLL
- PADDING )

All T am asking, is there any financial adjustment? We still have a
force ceiling agreement with Cambodia, that calls for 200,000 soldiers,
and are equipping 200,000; but we sent people out there to look. They
reported only 125,000 in being. We are back in the same kind of a
situation discovercd several years ago in the Philippines, a great deal
of our taxpayers’ money being paid to get soldiers from the Philip-
pines to go to Vietnam. The soldiers never got the money. =

Do we pass this money over and then turn our backs on it, or do we
demand repayment ? : - - '

Mr. Noorer. Well, we have not turned our backs at all. Incidentally,
the agreement ) T

Senator Symrveron. Then what have we done, specifically ¢

Mr. Noorsr, We have worked with their people to go out into the
field and we are operating there, as you know, with a very small
stafl which both we and the Congress agree is desirable in terms

Senator SymneroN. Are we. working with people on this specific
problem ¢ ' ‘ : C S

Mr. Nootun, Yes, sir, . ’

Senator Symineron. When d you think you can give a report to
this committee as to the result? ! ‘ S

Mr. Tarr, Mr. Chairman, we have a statement that we would ba
willing to submit for the record if the committee wishes to have it.
(See p. 49.) : -

Senator Symrneron. T am also on the Armed Services Committee
and I would like to know where this moncy is going. We pile it in,
year after year. It seems to mo if the American people are being told
they are supporting a 200,000 man army, and thie Government of
Cambodia states 100,000 of those are fictitious, it ought to be explored
and, if possible, some money saved for us. Every day it is becoming
more clear the United States is running out of money as the dollar

90-989—73 4
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continues to deteriorate. And there is continuing overall deterioration
in our own economy. If you ‘will supply that for the record I would
appreciate it, Mr. Secretary.

EMBARGO ON MILITARY EQUIPMENT TO INDIA AND PAKISTAN

Have we continued the tota. embargo on military equipment, spares,
and supplies to India and Pakistan, without reservation?

Mr. Tarr. We have.

Senator Syarrvaron. Thank you. Thank you, Mr. Chairman.

The Caamuman. Senator Case.

Senator Case. Thank you, Mr. Chairman.

RETURNING MILITARY ASSISTANCF FUNDING TO FOREIGN ASSISTANCE ACT

Gentlemen, since 1966 military assistance for Vietnam and Laos
has been funded out of the deiense budget. With cease fires now in
Vietnam, in Laos, and, I hope, not too far away in Cambodia, do
you think the administration would have any objection to returning
military assistance funding for these countries to the regular Foreign
Assistance Act?

Mr. Tarr. Senator, a considerable amount of discussion has gone
on in the Department of Dafense and the Department of State and
with the White House on this matter since the cease-fire in Vietnam.
I think thet the President has not made a final decision yet with
respect to the total submission of the budget for fiscal year 1974. But
T can tell you that we have been exploring this very carefully.

Senator Cask. The administration hasn’t made up its mind yet*

Mr. Tarr. No.

Senator Case. Mr. Chairraar, I would hope that before the Senate
considers the aid program for fiscal year 1974, the administration will
advise us what it has in mind so that we may be guided accordingly.
We have to make a decision, but we would like to have the administra-
tion’s recommendation.

USE OF DEFENSE DEPARTMENT LEQUEST FOR SOUTH VILTNAM AND [LAOS

'The Defense Department’s budget request for 1974 asks for au-
thority to use $2,100 million for funding of South Vietnamese and
Laotian military forces. That is as much as was asked last year before
the North Vietnamese offersive brought about the need for a supple-
mental request.

In your judgment—and vhis is tied in with my questions yesterday
to Secretary Rogers—can these funds be used or could they be used
for purposes like building bridges, buying bulldozers, repalring rail-
roads, improving transportation systems generally, or for other pur-
poses in connection with reaabilitation of the economy, the infrastruc-
ture of the countries of Indochina? .

‘Admiral Prer. The figures we mentioned a little while ago in the
fiscal year 1974 budget are approximately $1.56 billion for South
Vietnam and $0.3 billion for Y.aos, for a total of $1.871 billion, How-

ever, that was under a different set of ground rules. It was before we
had——-
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Senator Case. This is my question, Admiral. T am asking whether
that money, in your judgment, can be used by the Defense Depart-
ment, by the administration, for other than strictly hardware military
purposes? Can it be used for reconstruction, whatever the amount?

Admiral Prer. What I am saying, Senator, is that this whole thing
is out of date, so to speak ; it is overtaken by events. We are revising the
whole program.

Senator Case. What is the sense of our considering it now ?

Admiral Prrr. I am sorry, sir?

Senator Casi. What is the sense of our considering it now if the
whole thing is in flux ?

Admiral Prrr. Well, it is my understanding so far as this session
this morning is concerned we are not considering MASF funding.

Senator Case. We are talking about the balance of 1978, the rest of
this fiscal year.

Admiral Prrr. But it is not considered MASF funding, and what
we are talking about is not considered MASYF funding; we are not
talking about those figures.

Senator Casg. I see, on this matter then you are not ready to make
up a recommendation or to follow up the recommendation in the
budget.

Admiral Prrr. That is correct, sir.

Senator Cask. So the budget figure

Admiral Prer. So far as MASF funding for fiscal year 1974 is
concerned. '

Senator Case. This is massive, all right. What T am trying to get
at is, do you regard it as proper under existing law to use money like
this for reconstruction purposes?

Mr. Tarr. Senator, gdon’t believe that we can elaborate any more
than the Secretary did yesterday on this point.

Senator Case. No; what he said was that wherever it was possible
to get away with it you might do it. That is a reasonable paraphrase
of what he said. He refused to say the administration wouldn’t do it.

Now I am not asking you what your intentions are. I am asking you
what, under existing law, you think can be done, because we may have
to change the l]aw—that is what T am getting at, you see.

Admiral Prer, Senator, as manager of the program, so far as the
Department of Defense is concerned, I assure you we will manage it
within the law,

Senator Case. That is a fine statement and T think you are right at
least as you interpret the law in any event.

Admiral Peet. Yes, sir.

Senator Case. But that isn’t the question. The question is what is
thelaw?

Mr. Tarr. Senator, I don’t believe we are prepared to answer on that.

ISen%tor Case. Would you ask counsel to give an opinion on this,
please?

Mr. Tarr. We will.

Senator Case. For the Defense Department, for AID, and for the
Department of State.

(The information referred to follows:)
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TRGAY, INTERPRETATION RECARDING Usk or MASF Fuxps
(Supplied by Department of Defunse for themselves and Department of State)

__ Section 787 of the Department of Defense Appropriations Act, 1973, authorizes
Department of Defense appropriations to be used “for their stated purposes”
to support Vietnamese forces. The words “for their stated purposes” have the
effect of limiting the use of the appropriations line items on behalf of the Viet-
namese forces to such activities and projects that the Department of Defense
could perform for the United States Armed Forces. Accordingly, section 737
does not authorize Department of Defenge appropriations to be used for general
rehabilitation of the economy of Victnam. .

USE OF MASF APPROPRIATIONS FOR RECONSTRUCTION PROGRAMS

Mr, Tarr, My understanding is that your question is could MAST
appropriations be used for AID projects for which they were not
originally intended when the——

enator Case. As an example, could funds which we are appro-
priating or expect to be appropriating with the understanding they
are for railitary hardware purposes be put into reconstruction pro-
grams to which we are not necessarily opposed. I am trying to find out
what authority and what degree of flexibility exists. Without blaming
any of you gentlemen, I would just point out that we have been facad
in the past with enormous transfers. Cambodia is the example that
comes most readily to my mind. In that case, the administration di-
verted hundreds of millions of dollars for the Cambodian military
aid program without congressional authorization. This is the kind of
thing I am concerned about, and my interest in it was sharpened by
my discussion yesterday with the Secretary on the basis of that News-
week article with which you are aJl familiar.

The siaff has just called to my attention that MASF funds are
already being nsed for civil engincering purposes. What is the author-
ity for that, Admiral % : :

Admiral Prer. The general authority for MAST activities is sec-
tion 737 of the DOD Appropriations Act, 1973.

Senator (ase. Yes. 1 am not necessarily criticizing the purpose. 1
want to know about the legislative authority and the flexibility that
the administration believes it has,

Admiral Prxr. Yes, sir.

Senator (ese. This is what we are concerned about; at least this is
(Ily own COncern.

CLASSTFICATION OF FOREIGN MILITARY BASE AUTHORITY LIST

~ Why was the list that we got for country-by-country authority for
foreign military base establichments sent up as secret? We are very
glad to have the information, but why was it classified as secret?
Jould you find this out for us?

Admiral Pegr. I will check and find out, and supply it for the
record.

Senator Case. Do you have any idea? Were you familiar with this
tist ¢

Admiral Pexr. No, sir, I was not.

Senator Case. I see. Would you find that out for us and have the
information furnished to us?
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Admiral Pegr. Yes, sir; I will find out.
(The information referred to follows 1)

OLASSIFICATION OF COUNTRY-BY-COUNTRY LIST OF FOREIGN MILITARY INSTATLATIONS

(Supplied by Department of Defense)

The iist entitled “Agreements Authorizing US Military Installations in For-
eign Countries and Areas,” January 23, 1978, is classified SECRET due to
jndividual entries having that classification (indicated by an “(8)” preceding
each item). There are also items classified CONFIDENTIAL (indicated by a
“(Q)” preceding each item). The items not preceded by an (8) or (C) are
unclassified. The classification of the entries is .governed by the classification
of the agreements to which they refer.

Senator Cast. At the moment, Mr. Chairman, I think T have taken
as much time as I should. Excuse me.

The Cuamyan. Senator McGovern. :

Senator Symrnaron. Would the Senator yield ?

Senator McGovern. Yes.

STATEMENT ON QUESTION OF CAMBODIAN PILFERAGE

Senator Symrneron. You have a statement you mentioned in reply
to my question. Would you read it if you have it?
M. Tarr. It is three pages long and if the chairman wants it read
we will read it. (See p. 49.) : '
~ Senator Symingron. Thank you, Senator McGovern.

MZI.LITARY AID. TO CAMBODIA IN VIEW OF CLEASE-FIRE AGREEMENT’S
: PROHIBITION ..

Senator McGoverN. Mr. Tarr, article 20(b) of the Vietnam cease-
fire agreement concerning Cambodia and Laos has this to say, and I
quote from the agreement :

Foreign countries shall put an end to all military activities in Cambodia
and Laos, totally withdraw from and refrain from re-introducing into these
two countries troops, military advisers and military personnel, armaments, mu-
nitions and war material.

As T understand it, the bill before us would fund a considerable
amount of military aid for Cambodia. Two hundred ten million dol-
lars was requested for the 1978 fiscal year.

As I understand it the military Eudget for Laos comes out of the
Defense budget. But how can additional military aid be furnished to
Cambodia in view of the specific prohibition of such military aid
undeI;a the Vietnam cease-fire agreement, as has been mentioned in the
press?

Mr. Tarr. Senator McGovern, my understanding is that subpara-
graph (b) of article 20 to which you refer must be read in context
with subparagraph (a) which simply says that the parties to the
agreement will abide by the Geneva agreements on Cambodia of 1954
and on Laos of 1962.

We ourselves raised questions on this point, and we were assured
by those from the State Department and the White House who were
involved in these discussions that the understanding at the time of the
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cease-fire agreement was that subparagraph (b) could not be read
except in the vontext of subparagraph (a).

Senator McGovern. The ret result of that, whether you read it in
context or not, is to prohibit military aid; isit not ¢

Mr. Tarr. Not under the Geneva agreements.

Senator McGovern. T don’t ses how the language I read from article
20, putting an end to all military activities in Cambodia and Laos and
an end to all shipments of munitions and war materials, is qualified
n any way. It is u flat prohibition against any further military ship-
ments into that area by either side. It is not really a question of what
the other side is doing. I don’t see how either side can do it. As I
read it, it is an unqualified prohibition against such military assist-
ance.

Mr. Tarr. Senator, all I can tell you is that we have been told that
the understanding was that chapter 7 regarding Cambodia and Lsos
was to bring back in force the Geneva agreements that do permit at
the request of the various governments involved items of military
assistance.

Senator Mo(Govern. That is just one more piece of the evidence that
seems to be growing, as far as I am concerned, that this agreement
which we are arriving at now in 1972 and 1978 is pretty much a re-
statement of what we found unacceptable in 1954, 1 what ou say is
true, then even the language ‘n this agreement has its Va].iJSi’ty in the
1954 agreement, and it really underscores the tragedy of all these
things we have been doing for th= last 19 years if we are now going to
end up with the same agreement we found unacceptable back in 19:4.
[ don’t know what we have accomplished over the last 19 years.

(The articles referred to follow :)

[From the New York Times, Feb. 3, 1973)

ARMS TO CAMBODIA AND LA0S DEBATED-—-PENTAGON SATD To FeEL Pacrs BAR Herp
WITH THE STATE DEPARTMENT DIFFERING

(By John W. Finney)

WASHINGTON, Ieb. 2.—A disagreement has reportedly broken out within the
Nixon Administration over whether the recently concluded agreement for a cease-
fire in Vietnam allows the United States to continue military aid to Laos and
ambodia.

Senate Dlemocratic sources report that they have been informed by State De-
partment officials that the Defense Department is being urged by the State De-
pvartment, and apparently by the White House office of Henry A. Kissinger, to con-
tinue military aid to Laos and Cambhodia and not. to withdraw any of the military
aid personrel assigned to the two countries. The aid amounts to some $500-million
o year.

Directors. of the military aid prcgram in the Pentagon have reportedly ques-
tioned whether such continuation of military aid was permissible under the Viet-
nam peace agreement and are said to bLe demanding that any orders to continue
the aid programs be put in writing by either the State Department or the White
House,

The agreement is specific in restricting the military aid provided to the contendl-
ing sides in South Vietnam. It provides that from the start of the ceage-fire last
Sunday, all militery aid must be ‘imited to replacing, on a one-for-one basis,
equipment and arnaments that have become worn out or destroyed.

But when it comes to military aid to Laos and Cambodia, the agreement ig less
specific and subject to varying interpretations within the Administration.

Article 20 of the agreement, dealiag with Cambodia and Laos, provides in Sec-
tion A that all parties “shall strielly respect” the 1954 Genevs Agreements on

Approved For Release 2001/08/30 : CIA-RDP75B00380R000600170005-7



Approved For Release 2001/08/32()7: CIA-RDP75B00380R000600170005-7

Cambodia and the 1962 Geneva Agreements on Laos—agreements that basically
establish the independence and neutrality of the two nations.

Section B of Article 20 goes on to provide: “Foreign countries shall put an end
to all military activities in Cambodia and Laos, totally withdraw from and re-
frain from reintroducing into these two countries troops, military advisers and
military personnel, armaments, munitions and war material.”

PENTAGON CITES ON SECTION

It is Section B that Defense Department officials cite in questioning whether a
continuation of the military aid programs is permissible under the agreement.

To Defense Department officials, the clear intent of this section is to cut off mili-
tary aid to the two nations, although no precise deadline is set for the
termination. .

However, State Department officials, in arguing that continued military aid is
permissible, cite Section A of the article, which calls on all parties to respect the
1954 and 1962 Geneva accords. They note that both the 1954 Agreements on Cam-
bodia and the 1962 Agreements on Laos permit each country to request and re-
ceive military aid needed for self-defense,

Therefore, State Department officials contend, the Vietnam cease-fire agree-
ment permits military aid to be continued if requested by the governments in Laos
and Cambodia. Describing Section B as redundant, they said they were governed
by Section A.

The present intention, State Department officials said, is to continue military
aid to Laos and Cambodia unless such aid is specifically prohibited in any truce
agreements worked out by the contending factions in the two countries.

The Senate majority leader, Mike Mansfield of Montana, said in an interview
that he would advocate “a cut-off of military aid to Laos and Cambodia as soon
as a cease-fire is reached and a truce is arranged.”

In the defense budget submitted to Congress earlier this week, the Administra-
tion asked for $2.1-billion in military aid for South Vietnam and Laos in the
fiscal year beginning July 1, with about a sixth of the total for Laos. Military aid
for Cambodia is handled in separate legislation that has not yet been submitted
to Congress.

MANSFIELD FAVORS CUTOFF

For the current fiscal year, which ends June 30, the Defense Department has
scheduled $49-million in military aid for Laos plus $50-million in “supporting
assistance,” an indirect form of military ald used to help a nation carry a heavy
defense budget.

For Cambodia, the Defense Department has proposed $209.5-million in military
aid in the current fiscal year, plus $75-million in supporting assistance.

Because of a stalemate that developed in the last Congress on foreign aid
legislation, however, foreign aid for Cambodia and other countries is being pro-
vided under a continuing resolution, with spending at basically least year’s rates.
That continuing resolution expires at the end of this month.

The United States maintaing a military mission of more than 500 in Laos.

In Cambodia, where the United States resumed military aid in 1970 after the
ouster of Prince Norodom Sihanouk as chief of state, there is a 50-man “military
equipment delivery team,” that is not supposed to give military advice to the
Cambodians.

U.8. Arr STRIRES IN LAos

HoworLuru, Feb. 2—The Office of the Commander of United Stateg forces in
the Pacific said today that American aircraft continued bombing missions in
Laos for the fifth straight day.

A three-line announcement saild only that United States aireraft, including
B-52’s, continued operations over Laos at the request of the Laotian Government.,

[From the Washington Star-News, Feb. 5, 10731
INDOOHINA ARMS LoOOPHOLE?
(By Oswald Johnston)

The United States is free to continue supplying military aid to both Laos and
Cambodia after a cease-fire there, the State Department said today.
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Despite language in the Vietnam: peace agreement banning a reintroduction
of war material into Laos or Cambodia after the withdrawal of foreign troups,
the State Department says the azreeraent allows continuing aid to the established
governments, both of which have been 1.8, allies in Indochina. )

Ntate Department spokesman John F. King said this interpretation of the
complicated artiéle in the Vietnam peace document referring to Laos and Cam-
bodia was not objected to by Ncrth Vietnamese negotiators when the agrecment
was hanimered out last month.

King refused to say however, whether this point was covered in a secret under-
standing, either oral or written, with the North Vietnamese.

“The right of the government:s of Laos and Cambodia to import arms for self
defense ig in no way impaired,” King said.

- To explain this. King pointed out that the peace accord’s ban on reintroducing
war supplies “has to be read in context” of language saying the Geneva Agree-
ments of 1934 and 1962 are still tc be enforced.

Under those aceords, King explained, the governments of bhoth Laos and
Cambodia are allowed to receive aid, military and economic, from “any source.”

“In negotiating Article 20 of the Vietnani agreement (which refers to Laos and
Cambodia cease-tires and foreign froop withdrawal), there was no intent to
change those accords of 1954 ard 1862,” King said.

The operative language in A:ticle 20 is aimed at withdrawal of the North
Vietnawmese forces now operating ir both Laos and Cambodia. The terminology
“foreign troops” also refers, however, to U.S. ground forces operating in Laos
and to Thai troops who have been fighting on the government’s side in Laos.

There is one hiteh in this readinz of the Laos-Cambodia situation, and King
declined to discuss it. This is the fact that the North Vietnamese recognize as
the governmenis of both Laos and Cambodia the rebel forces they have been
supporting.

The Taotian rebels, the Pathet Lo, regularly refer to the Royal Laotian gov-
ernment of Prince Souvanna Phouroe (as the State Department styles it) as the
government in:Vicntiane—the current and temporary capital of the country.

Likewise, forces loyal to Prince Norodom Sihanouk, the deposed Cambodian
ruler now in. exile in Peking, refuse to recognize the legitimacy of Premier Lon
Nol's regime in Phnom Penh.

{From the Washington Post, Feb, 6, 1973]

UNrrEp STATES CAN GIVE ARMS To La0s, CAMBODIA, STATE DEPARTMENT INSISTS

The United States can continue to supply arms to Laos and Cambodia uader
the Vietnam peace accord, the Stafe Department said yesterday.

The statement, issued by depariment spokesman John King, came in re-
sponse to i New York Times report Saturday that there was division be-
tween the State and Defense deparfments over interpretation of this point in
the peace acecrd.

The newspiper said the Defease Department felt a provision requiring for-
eign countries to refrain from military activities in the two Southeast Asian
countries, inciuding the reintrodiction of arms and war material, banned future
U.S. military aid.

But King sald that Article 20 of the Vietnam ceasefire agreement, which
contains the provision banning rcintroduction of troops and war material, allows
the supply of arms to the governments of Cambodia and Laos for self-defense.

He cited Paragraph A of Article 20, which calls on the Vietnam cease-fire
signatories to adhere to the 1454 and 1962 Geneva agreements, It is these
accords that allow the supply of arms for self-defense, the spokesman explained.

The State Department would not address itself, however, to the question of
whether North Vietnam or China would be free to supply arms to Prince Noro-
dom Sihanouk, whom they recognize as the legitimate head of Cambodia.

King said that “in negotiating Article 20 of the Vietnam agreement there was
no intent to change those [The Geneva] agreements.” The agreements ended
French involvement i Indoechina ind established the neuntrality of the two
Southeast Asian countries neighboring Vietnam. |

King said that Paragraph B of Article 20, which The New York Times said
was read by the Defense Departmert as a ban on future U.S. military aid, was
aimed at foreign troops and the arms they had with them.
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. ‘When asked whether the removal of foreign forces provided for in this sec-
tion meant that the roughly 4,000 so-called "Thai volunteers fighting on the royal
Laotian side must be withdrawn, King said only that the agreement meant
“all foreign troops.”

TU.8. military aid to Laos and Cambodia is currently running at about $500
million a ycear.

[From the New York Times, Feb. 15, 19731

FUTURE MILITARY AIp TO L.AOS

To raE Tovitor: John Finney’s Feb. 3 report that the State Department and
the Defenge Department hold differing views over future military aid to Laos
makes depressing reading for anyone familiar with the history of U.S. involve-
ment with that country. In the mid-fifties, there was a strikingly similar dispute
between these two departments, with which your readers should be made
familiar. ’

Then, following the signing of the SEATO Treaty in September, 1954, Secre-
tary of Defense Charles E. Wilson requested the Joint Chiefs to prepare recom-
mendations regarding the optimum size of the Lao Army and the amount of
U.8. military aid that would be required. In a move which must continue to
perplex those who always see the U.S. military as gingle-minded proponents of
large armies and war, the Joint Chiefs concluded that, with the end of the war
in Vietnam and with the inclusion of Laos under the “umbrella” provided by
SEATO, it was desirable to reduce the Tao Army from its wartime strength of
15,000 to a level necded for routine police work. .

Tt was the State Department that urged a massive commitment of U.S. re-
gources. Concerned that the Lao Army appeared to be the only cohesive force
in the country, Department of State officials successfully opposed the Joint
“hiefs’ view. More importantly, they persuaded the U.8. Government to support
a Lao Army of 25,000, or a 66 per cent increase in the size of an army the U.S.
military thought should be reduced into nonexistence.

The political and economic consequences of supporting such a large army are
apparent to anyone who has visited Laos. In an underdeveloped country with
no industrial base, the salaries of the ballooning Lao Army—it was to climb
toward 100,000 in the 1960’s—had a catastrophic effeet on the local economy.
Run-away inflation developed since there were no goods to buy. To counter the
inflation, the U.S. had to pour massive amounts of aid into the country. This
in turn corrupted L.ao political and social life., Moreover, with so many young
men in the army, Laos could not even produce enough rice to feed itself; large
imports from neighboring Thailand became NeCESsary.

In the mid-fifties, a key factor jnfluencing the Joint Chiefs’ decision to recom-
‘mend a cut in the size of the Lao Army was the prohibition inherent in the
Geneva agreements against 1.8. establishment of a Military Assistance Group
in Laos to supervise training. Ironically, Pentagon officials today are question-
ing whether continuation of military aid is permissible under the Vietnam
peace agreement. Citing one clause of the agreement, they say it isn't; citing
another, State Department officials say it is.

This is not meant to suggest that historieal parallels always enlighten. Some-
times they mislead. But enough has been said to make clear that Congress
should insist on a very persuasive case indeed before it concludes again that
jin Southeast Asia the Pentagon is always wrong and the State Department is
always right.

CHARLES W. MAYNES,
New York, Feb. 6, 1978.

(The writer is a former foreign service officer, U.8. Embassy, Laos.)

USE OF U.8. AID TO FINANCE COMMERCTAL IMPORTS

Senator McGovern. In another connection, Mr. Tarr, as you know,
much of the U.S. cconomic aid to South Vietnam, Cambodia, and Laos,
I think a very high percentage of it, is now used to finance commercial

imports. There have been stories appearing in the press over the last .

90-989—T73——5
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few months, two of which, Mr. Chairman, I would like to ask unani-
mous congent to have made patt of the record-——-

The Criarrman, Without objection it is so ordered.

(The information referred to follows:)

[From the (Washington Sunday Star and Daily News, Nov. 26, 19721
JAMBODIA'S E11re Grows Ricm Wit U.S. AIp

(By "ammy Arbuckle)

Punom PENT, CAMRODTA.-—T4e Cambodian economy is running on a “more busi-
ness than usuval” basis despite “hie war, courtesy of the Ameriean taxpayer, diplo-
nuitic and Cambodian officials who are disgruntled with rampant corruption and
fat living ip thig capital say.

“There is no belt tightening here,” one diplomat said, cominenting on effects
of the war on Cambodia. The vehicle which brought opulence in time of war is
once again the same as in the other countries of Indochina, an American eco-
nomie aid program with the sarne o0ld ingredients, the setting np of a corrupt local
oflicial and Chinese merchant elite, insufficient control of .S, funds, economic
thinking on the part of American officials which takes no account of the effects of
U.B. economic aid on the recipient rountry’s society and, in the case of Cambodia,
outright bribery of a foreign government.

PROPS FOR IMPORTS

Ameriean economie aid to Cambodia is tied almost completely to financing im-
ports into Cambodia. This is done through two programs—the Commodiry Import
Program (CIT’) and the Exchange Support Fund (EST).

U.8. officials in Phnom Penh admif one of their aims is to keep the Cnmbodian
volume of imports at a prewar level. After two yvears of war, Cambodian esports
of rice, rubber and tobacco have become almost non-existent as the Communists
have seized control of large areas of the countryside, cut roads and rail com-
munication. Of course, without axparets, Cambodia cannot pay for imports, There-
fore the United Stafes has stepped in to finance Cambodian imports.

COMPLEX PLAN

American economic reasoning on financing Cambodian imports is this: the out-
break of war in Cambodia brought zbout a large Cambodian military budget. In
arder to pay the troops and other war expenses, the Cambodian Nntional Bank
printed large numbers of bankrotes for Cambodian government use, This raeant
there was a large supply of money in the country. As people had more paper
money there was a corresponding rise in prices and inflation. The United States,
by finaneing imports, makes goods available to soak up the extra moncy supply
and movement of currency generates funds for the Cambhodian government
through customs revenues and tixes.

It all sonnds very feasible urtil a close look is taken at the $110 million U.S.
aid econemic program and what it actually does.

Some $75 million is budgeted in fiscal year 1973 for the CIP, an amount eco-
nomic sonurces say is about $25 million in excess of Cambodia’s actual import
needs. Bome of the money is being used to import luxury articles such as air
conditioning equipment and television sets.

ELI'TE FORMED

Informed sources say it is ridiculous that these Inxury articies shomid he im-
ported to be sold to a small group of penple who can only afford them because
of the large profits they make out of the CIP in the first place,

This group Is a small elite gronp of high-ranking Cambodian officials and
husinessmen. They are getting rich Iecause the U.S. import program allows ~hem
to import goods from the Unitec States at a preferential rate of 130 Cambcdian
riels to the U8, dollar compared to a current market rate of abont 199 riels to
the dollar. These businessmen do no: pass on this bonus to the Cambodian con-
sumer whom they charge at the 190-riel rate thig profit is instead transferred into
black market U.8, dollars which are slipped out of Cambodia to Hong Kong
and Singapore, large-scale capital flizht of Cambodian foreign exchange.
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U.S. embassy officials, asked alout this state of affairs, explain lamely that
1mp(_thers have a waiting period for goods purchased in the United States of five
or six months, Without this preferential tariff they would not risk funds to order
U.8, goods. Because it is U.S. money involved Congress insists Cambodia buy
U.8. goods officials said.

Junior officials in the Cambodian ministries complain this preferential tariff
system has le'd to formation of a small business elite while the ordinary Cambo-
dle_m has various imported goodies dangled in front of his eyes which he can’t
afford. .DCS}I'E to have luxury items has led to an increase in alveady rampant ’
corruption in government offices and social dissatisfaction, sources said. Nor does
the Cambodian government benefit from customs revenues or taxes. Economic
sources char'ge there have been irregularities in the agency which processes im-
po‘lzters app'hcations and importers have not been paying customs ducs or tax.

‘ Cambodia is an undisciplined society, there is no way of checking on these

thm_gs here or collecting revenues properly,” sources said. Thus the U.S. aim of
adding to government revenues is imperfectly attained.
. S_ources here say the U.S. Cambodian import program would be more viable
if it were confined to essential goods for the average Cambodian, cumbersome
paper procedures eliminated making faster delivery times, the preferential tariff
eliminated and therefore more Cambodian riels soaked up. U.S. financed imports
and the whole tied to cleanup of corruption in various Cambodian government
departments, particularly customs.

The CIP accounts for 70 percent of Cambodian total imports. The remainder
is handled through the exchange operations fund, a $35 million fund to which
the United States oficially contributes $12.5 million,

1.S. economie sources herc are enthusiastic about the EST because the Cam-
bodian national bank fixes the dollar-riel rate daily, forcing would-be importers
to bid for dollars for their import needs. This prevents “runs” by merchants on
U.8.-supplied funds, U.S. officialy say, because the bank can enforce a high ex-
change rate simply by refusing to sell dollars if importers’ bids are too low.

OUT OF SIGHT

This should not give U.S. officials reason for jubilation, however. What ESE
does in fact is provide the Cambodian government with foreign exchange with
which it finances local businessmen to import luxuries from countries like Japan.
The United States has no means or rights to audit just how the $12.5 million
is used by Cambodia, economic sources here say. .

Press reports in Cambodian newspapers published Ne¢v. 9 revealed sonie abuses
that go on. They alleged 1,000 Honda motorcycles were imported from Japan
but no customs tax was paid and that one of the defendants in the case would
be the chief of Camdodian customs. The case was postponed because the customs

chief failed to appear in court.

[From the New York Times, Nov, 30, 1972]

CAMBODIAN WAR JONRICUES TIIR CorrUPT, DEBASES TIIE POOR

(By Sydney I Schanberg)

——_The sons of generals drive Alfa Romeos and
Cougar fastbacks. The governor of a province is known to sell ammunition and
drugs to the enemy. Other government officials can be seen selling automatic
rifles and uniforins to wealthy merchants, who in turn sell them to both sides.
Low-salaried colonels—some accused of pocketing the payrolls of their units—
build luxury villag here in the capital and rent them to Americans for $700 a

ProMrENT, CaMnonia, Nov, 29.

month. )
At the other end of the scale hundreds of thousands of Cambodian refugees
uprooted by the fighting and jammmed into Pnompenh often cannot afford to buy

enough rice. The price has rocketed as the Communists have blocked supply
routes and offivials have engaged in profiteering with the emergency supplies:
brought in by the Americans.

The refugees live in new shantytowns, in empty railroad cars and with rela-
tives in houses with wall-to-wall people,

This is the distraught face of Cambodia after two and a half years of war—a
country of open green spaces that is now a country of human istands, where
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people huddle in the isolated “owns and cities still under (Glovernment control
and await the next rocket or sapper attack by the Communist forces, which are
all around thent,

“The mind protests,” says a refugee who used to be a farmer and is living in
a hovel and driving a cyclo-—a cycle rickshaw—to earn a meager living. He taps
his forehend and wrinkles his face in pain to get his meaning across: “I used to
work six months and relax six morths. Now I have to work every day the whole
year. And the ounly rice 1 can afford is the poor guality we used to feed to our
livestock.”

His litany of dejection is endless : “There is no way to leave the city, it is too
dangerous. There is uo place to take the family to play. All we have here is noise
amd smoke from the motoreycles and cars. This is a very bad time for the
poor,’

it wonid take a lot to truly despoil Pnompenh, to mar its soft and sleepy and
pleasantly cecndent visage, to twrn it into a mean and debased Saigon—but
some ugiiness has intruded.

Though there is a 200 per cent duty on cars, and only one has been brought
into the counfry through the legal procedure this year, the sireets of Pnom-
penh-—once  gracetul, virtually empty avenues lined with fame trees—are
crowded with the late-model vekicles of the well-to-do.

il neeidents, a rarity before, have become common. On a recent mcorning
a Mercedes-Benz driven by a Frenchman struck a young girl on a main avenue.
Her sprawled body lay for over an hour, its outline traced in chalk by the police,
pefore it wins taken away. A large crowd gathered on the sidewalk and stood
gilent, staring—testimony to tte newness and unreality of a traffic death.

There are other new things—-anote barbed wire, more military policemen with
whistles that always seem to be shrilling and a 10 P.M. curfew. There are also
new bars and dance halls—Tropicana, Miami, Golden Horse and Amigo--built
in antieipation of an American infiux. Though some Americans do come despite
an cmbassy edict disconraging it, those watering places are usually filled with
Cambodian Army officers spending money by the fistful on whisky and girls,

'the prostitute who used to cruise the streets in languid armies of rickshaws
thut would deftly cut prospective customers off at the pass now operate more
conventionally from the bars and from the sidewalks outside hotels. Their lan-
guage is also changing—from duleet French to the crude G.l.-inspired pidgin
Iinglish of the Saigon bargirl.

“Yon No. 1. coos Su Yen, a Chinese girl working at Korea House, where the
hand plays ear-piercing eleetrcnically amplified American rock. “You come my
house?’ Su Yen persists. “You come tonight? Tomorrow night? You No. 1.”

The Cambodian people are lkncown for their easygoing, untroubled, laughing
manner, but the war has cut its psychic scars.

A Swiss drag salesman said: “The biggest part of my business here has be-
come tranquilizers. I know it sounds crazy. You see these people smiling all the
time, they look happy. But thoy're buying tranguilizers now. They don’t show
it--the tension is all inside.”

There are 1ot many places a Cambodian can run to if the Communists attack
his community. The enemy—-the Nerth Vietnamese, Vietcong and Khmer Rouge—
already controls at least three-quarters of the country, which is about the size
of Missouri, and 40 per cent or more of the population of seven million,

Only the larger towns along the main roads in the west remain in Government
hands, and most of these can be reached from the capital only by air because the
Communists keep cutting the roads.

A voad that is open more often than most is the one from Pnompenh to Kom-
pong Chiun, a provinee capital -o the northeast. Mik Ning, a 21-year-old intercity
taxi driver who makes the 180-mile round trip twice a day with his Peugeot
usnally packed, circus-clown fashion, with about 15 people, conceded that the
ride was risky but said it ways too lucrative to give up. e makes about 2,000
Ticls, or $10 2 day—handsome pay in a country with a per capita income of $150
a vear.

e relafed that he saw the enemy all the time and that they treated him
politely—-“certainly better than the Cambodian Army.”

“Phe (ambodian soldiers keap asking me for money at different checkpoints
along the road.” he explained. “It makes traveling very expensive. Two weeks
aso they asked me for too much and I refused and drove off without paying.
They started firing at me.”
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Asked if there had been any damage, he said: “Not much——just one bullet
hole in the back of the car. The only thing is, it killed one of my passengers.”

The shakedowns by Government soldiers, which have become common, are
not surprising, considering their pathetic pay—less than $20 a month at a time
when food prices are soaring.

Only a few get a chance at shakedowns. Despite this thousands enlist because
for many men—and boys—the army is the only place they can get a job and get
paid at all. And it becomes just that—a job, no matter how unpleasant.

A general on Route 4 is asked the age of a nearby child in uniform who insists
he is 12. “Fe is 9,7 the general says, conceding that according to the rules he is
too young. “But they come here and plead with us to join, and if we refuse them,
they cry,” the general adds.

They may cry over being rejected, but they do not ery in battle. And the horrors
of war are no less ghastly in Cambodia than they are in Vietnam.

It is common for a Governiment force to open a stretch of road after an inter-
mittent but fierce fight lasting three or four weeks to find macabre tableaus of
the putrefying bodiés that they had been unable to retrieve, Skeletons leer from
green uniforms, the neckbones still adorned with the magic scarves that were
supposed to protect their wearers from death. A bony foot detached from the
rest of the body still stands upright in its boot.

The Cambodians wear no dogtags, so identification is virtually impossible.
Soldiers, covering their faces against the stench with their own magie scarves,
toss aside the uniforms and collect the bones in sacks to be delivered collectively
to grieving families.

There is brutality on both sides—mutilation of bodies, killing of priseners.

A Cambodian colonel trying to open Route 5 was asked if he had taken any
prisoners. “No,” he replied emotionlessly, “we have no prisoners. My men killed
them all and cut off their heads.”

Except for Pnomphenh and its immediate environs, most towns in Cambodia
have been badly damaged if not nearly destroyed by a combination of allied air
raids and enemy shelling. For all the scars, the countryside is still lush and green
and fecund—a wonderland of fertility. Ducks glide on lotus ponds, healthy cattle
graze on the verdant roadside, and, almost by magic, bamboo, bananas, coconut
palms and rice grow everywhere,

In Pnompenh, except for the refugees, there ig little sense of the war. Colonels
who never leave the capital, who have never been near a battle, drive around in
faney jeeps with mounted machine guns, flashing red lights and sirens, guarded
by soldlers armed with new American M-16 rifles, while some troops in the
field are still carrying inferior carbines.

“I don’t have a jeep because I refuse to pay off headquarters to get one,” a
disillusioned colonel relates. “Everyone who won’t pay has to walk or hitch rides
or take cyclos. Everything requires a bribe to someone. It’s the same when you
want to see Lon Nol, You have to pay someone.”

The corruption has grown considerably—in direct proportion to the growth of
American aid, which was zero in 1969, when relations with Cambodia were re-
sumed after a break of four years, and has soared to $300-million a year, two-
thirds in military assistance.

The eorruption—in particular, the pocketing of army payrolls and the selling
of food and military supplies to the highest bidder, including the enemy—is uni-
versally confirmed here by foreign diplomats and other independent observers.
A Western diplomat, referring to the traffic with the Communists, says incredu-
lously: “It's as if a British Cabinet minister sold Spitfires to the Germans in
World War I1. There’s no hope for this country in this atmosphere of corruption.”

At the Ministry of the Interior, the office of the powerful Lon Non—President
T.on Nol’s younger brother, who many people say is the real power—is somnolent.
T.on Non, a brigadier general and the Minister for Liberation and General Mobili-
zation, is away. The large office is occupied by two men playing cards and two
women knitting.

The rest of the capital, however placid it appears, ig operating under severe
strain. The population, about 600,000 before the war, has been swelled by refugees
to 1.2 million. It is sometimes swelled even more by the several hundred thousand
who pour in as the war ebbg and flows.

Water, power and sanitation facilities designed for half a million people are
near collapse. Power breakdowns are so frequent that people in some neighbor-
hoods spend more hours each day without electricity than with it. The schools are
so overcrowded that they have been put on three shifts.
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Most Cambodians feel helpless to alter the unhappy situation, for their once-
proud emmpire has Jong been at the merey of peoples and historical forces beyond
ils coutrol.

“Cambodia is swinging in th2 wake of South Vietnam,” an educator said. “If
Sonth Vietnam goes to paradise, ve will go halfway. If South Vietnam goes to
liell, we will get there tirst,”

[From the New York Times, Feb. 15, 1973]

Al AND VIDINAM FUTURE—AS THE FAcrions CONTEND IN THE S0UTH, FOREIGN
IIetp WiLL BE Porirical. WEAPON

(By Flora Lewis)

IPants, Keb, 14.—Although continuing oflicial Vietnam meetings remain focused
on the stability of the cease-fire, various talks are getting under way between
the rival South Vietnamese factions about their country’s political future.

The key, as seen by Vietnamese here of assorted allegiances, is the form in
which foreign economic aid is delivered and administered. In a sense, the aid
will be to the fortheoming political warfare in Vietnam what United States
air power wias to warfare even after the Americans withdrew from major
gromul compat and undertook Vietnamization: By either its presence or its
absence it will have intense effets.

This ig =0 in both North and South, but in quite different ways.

Reconstruction aid is a major tool with which the United States hores to
wedge the North into a position of desiring to maintain the peace long after
the last American G.I. and P.C.'W, have gone home.

The first step in that policy was taken during Henry A. Kissinger’s talks in
Hanoi. As a result, it was announced today, the United States and North Viet-
nam have agreed to establish a joint commission to develop mutual economic
velations,

In the South aid will unavoidably become a major weapon among the rivals
for potitical ascendancy. Whether it is delivered by the Unifed States and
other coluntries directly or through international organizations, the way it is
used and the South Vietnamese groups that handle it and direct its use will
be politically erucial.

South Vietnamese Communist officials in Paris, according to some people
involved, have begun energeticully seeking contacts with non-Communist $South
Vietnamese exiles to discuss future politics.

DIRECT AID CONTINUING

One thing they have heen talking about is economic aid. The sources said
that the Vieteong did not object new to continued direct United States delivery
nf economie support to President Nguyen Van Thien, pointing out that in the
period between cease-fire and peace they too are getting direct support from
their allies.

Tn any case. that view was implicit in the Communists’ abandonment of their
long-stunding demand that Mr. Thieu be removed before a cease-fire and in
their willingness to sign an agresment that left negotiations for a political
setflement to the South Viethamese.

The Vieteong are now looKking furiher ahead,

The first step in the negotiations, as defined in the cease-fire accords, is to
he the establishment by Saigon ard the Vieteong of a “National Council of
National Reconciliation and Coneord,” in three segments.

The two sides are pledged “to do their utmost” to set up a counecil within 90
days of the cease-fire—a deadline tntikely to be met but which nonetheless exerts
some pressire. The third segment was in no way defined, and it will be a vital
consideration for both sides.

The assumption during the negotiations was that it would somehow represent
the many South Vietnamese factions whese allegiance has not heen clearly tied
pither to the Vieteong or to President Thiew's Government.

The hageling during the cease-fire negotiations and conversation with fthe rival
parties since then have demonstrated that Mr, Thien and the Communists have
sharply different ideas about the third scgment and the council’s role.
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All the signs have been that Mr, Thieu does not trust his non-Communist op-
position, in the country or in exile, to support him against the Communists in the

council.
On the other side, there has been mounting evidence, both in public statements

from Hanoi and in private comment in Paris, that the Communists look to the
third segment as a most important element in their long-term plans.

North Vietnamese and Vietcong leaders have said repeatedly that they do not
aim for a Communist take-over in the South but for a “national democratic
revolution.” South Vietnamese nationalists here believe that this is true and
that it reflects the Communists’ awareness that they do not have the strength to
dominate the eountry—that they must look for third-segment people who will co-

operate.
BOLSTERING SAIGON’S IIOPES

The aid question enters at this point. If economic support is channeled through
Saigon, it will greatly enhance the likelihood of a thumping victory for the Presi-
dent when the time comes for election of a postwar government, Therefore the
Communists have begun to talk with likely third-segment adherents about the
desirability of channeling aid through the national council—which Mr. Thieu
can be expected to resist, since it would give the council just the governmental

power he has refused to relinquish.

Under the best of circumstances large infusions of foreign goods and money
have a distorting influence on national life. This is more the case in an under-
developed country, especially so in a war-torn country and overwhelmingly so
in a country riven by civil strife,. .

The United States never did find a way of delivéring economic ald to South
Vietnam without producing deep social disturbances. The postwar problem will
be intengified by the political struggle.

It is an issue that goes beyond the power of the Vietnamese to scttle among
themselves, Willy-nilly, the way foreign suppliers, including the United States,
decide to deliver help will be a form of intervention favoring one South Viet-
namese faction or another. It i likely to involve the United States, the Soviet
Union and other conntries in the Vietnamese dispute until there is a new South
Vietnamese government recognized by all.

TSE OF T.8. COMMERCIAL IMPORT ASSISTANCE

Senator McGovern. One is from the New York Times by Miss Flora
Lewis on February 15, and one by Tammy Arbuckle is from the Sun-
day Star, November 26 last year. Both these articles make the point
that much of the commercial import assistance that we are giving to
those countries has been used not for the intended purpose, or what
T assume to be the intended purpose, but to import luxury items and
widespread corruption is reported in this program.

Mpr. Arbuckle said in his article:

Some $75 million is budgeted in fiseal year 1973 for the CIP (commodity im-
port program), an amount economie sources say is about $25 million in excess
of Cambodia’s actual import needs. Some of the money is being used to import
luxury articles such as air conditioning equipment and television sets.

The other articles make the point that there is widespread corrup-
tion in the use of these commodity import funds. Money is not being
used to meet the real needs of the country but to benefit the rich in those
countries.

Conld you comment. generally both on these reports about corrup-
tion and also the channeling of this aid into luxury items that benefit
the rich at the top rather than strengthening the country as a whole?

Mr. Nooter. T£ 1 conld answer that, Senator. '

Senator McoGovern. Yes.

Mr. Nooter. The commodity import program, particularly in Viet-
nam, has been under the most close scrutiny for many years. There
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were problems back in the muddle sixties in getting that program
started, but in the last number of years our many, many internal in-
¢pections and (+AQ inspections in that program have shown only the
most ininimcal kind of diversions or difficulties in administering it.

Cambodia, being a new program, has been somewhat more difficult,
but on the whoele. the handling of the commodity import program has
gone reasonably well.

Now, I will say that thece ‘< a certain portion of the imports in
those countries which are not part of the commodity import program
per se that is paid out of fres foreign exchange available to those
countries from other sources, scme portion of which goes for luxuries.

Our observation in Vietnam particularly, and also in Cambodia, 1s
that these amounts are not excessive. Of course, it is always very diffi-
cult to try to define what you call a luxury and what isn’t. They do
have some television sets in Vietnam, for example, and I guess those
can all be classified as luxuries, but out of the total import biils for
those countries, frankly it 13 our observation that the amount of lux-
uries has been minimal.

Senator McGovery. Mr. Nocter, would you challenge the source in
the Arbnekle article here where it estimates that of $75 million for the
commodity import program in Cambodia, $25 million is in excess of
Cambodia’s actual import need ? Do you disagree with that?

Mr. Nooter. Yes, I would challenge that. Our observation is that
the requirement will be very close to the $75 million—as the Secre-
tary says, somewhere between $70 and $75 million that fiscal year,
and that 1s based on very racent reviews of those requirements.

Senator MoGovern. Could you estimate how much each of the coun-
tries, Cambodia. Laos, and South Vietnam, has imported from Japan
or from other Asian countries ! Could you have an estimate on that?

Mr. Noorer. I can give you a rough estimate and we can also submit
some figures for the record.

(The information referred to follows:)

INDOCHINA IMPORTS FROM JAPAN, AND TOTAL
(SUPPLIED BY AID)

IDollar amot nts in millions, ¢.i.f., calendar years]

] 1971
14:68 1969 1870 1971 (estimated )

South Vietnam:
TO -+~ oo e $661.0 $353.0 $779.0 $825.0 $760
Japan. ... LlIIITIIII 14110 1690 80.0 106.0 102
S w0 2.0 w0 130 13
Total oo $34.0 $78.0 $54.0 $78.0 15102
Japan... ...l 25.0 26.0 10.0 6.0 9
Percent of total .. ..o eeeees o0 3o 180 7.0 e
Laos: o ' o ) S
FOtB oo ee 3. $52.0 $56.0 $41.0 $38
dapan. oo e 3. 10.2 8.4 . 7.8 4
Percant of tutal o 200 150 . 19.0 1

1Licensing,
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Generally speaking, in the last couple of years, Japanese imports
in all three, Cambodia, Laos, and Vietnam, have run somewhere in the
neighborhood of 10 to 15 percent of their imports. I can supply more
precise figures for you for the record. It varics a little in cach country,
but in each case it is within that range. )

I just want to say, Senator, that we are very conscious of that
problem and try to help those countries design their exchange pro-
grams to channel the maximum amount of their imports to come from
the United States.

MILITARY AID SAVINGS FROM CAMBODIAN CEASE-FIRE

Senator McGovery. I have one more question to Mr. Tarr: On this
matter we were discussing about aid, military aid to Cambodia, if we
have a cease-fire fairly soon in Cambodia, would you estimate how
much that would save us in military aid that would otherwise have to
be sent to Cambodia ?

Mr. Tarr. Scnator, I can’t give you an estimate off the top of my
head, but I will say this, and that is that about 40 percent of that
military program has gone for ammunition, and the degree to which
there is no longer any fighting indicates that the expendables wonld
fall off sharply. We are quite far along in the year, and so the 40 per-
cent has to be cut down substantially, but there certainly will be
savings with the cease-fire.

FORMS OF AID TO CAMBODIA A¥TER CEASE-FIRE

Senator McGovern. Does that mean we continue other forms of
military aid other than ammunition, if we get a cease-fire ? .

Mr. Tarr. My judgment now is that our program is based on an
ammunition component and it would not be enhanced in another sense
if the ammunition component were reduced.

Senator McGoverx. That isn’t what I meant. T mean would other
forms of military aid be continued ¢

Mr, Tarr. That is what I mean. The amount spent for ammunition
would probably not be spent on other things, but I assume you are
asking would the other things come as well.

Senator MoGovery. That is correct ; that is right

Mr. Tarr. And to some degree they would continue. These items
have been ordered from American manufacturers; they are in the pro-
cess of being shipped out to Cambodia. They are assigned to specific
units that are part of their force structure. Probably the bulk of those
items for the rest of the vear will continue to be delivered.

Senator McGovery, So even in the event of a cease-fire, 60 percent
of the military aid otherwise planned would continue to go forward.

Mr. Tarr. I would think that most of it would.

Senator McGovern. Thank you, Mr. Chairman.

The Crrarmrmax. Senator Javits,

Senator Javrrs. Thank you, Mr. Chairman.

90-989—73——8
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SUBMISSION OF RECONSTEUCTION BILL AND POLICY TO CONGRESS

Mr. Secratary, especially in view of our budget deficits and many
other problems, should not we be entitled to receive the total bill for
reconstruction in Vietnam, together with the administration’s policy
respecting it, all at one time, so that we may come to a policy decision
as to what we want to do?

When you use the word “Vietnam” in your statement, does it or does
it not include North Vietnam ¢

My, Tarr. Senator, in my statement wherever it says “Vietnam” it
should say “South Vietnam ” 1 am sorry 1 did not write it that way.

Senator Javrrs, That is OIC But is it a fact that the administration
should subrnit to us a complete policy, together with a price tag so we
know, now that there is a new situation, what this whole thing is going
to cost and why we should do it ?

Mr. Tagr. Senator, I would hope that this is the procedure that would
be followed.. T would point out, however, that in the meantime, with
reference to South Vietnam, there are some urgent things that need
to go forward, such as the commodity import program without which
the economy of that country could collapse. I don’t know how long
it will be bafore there will be u program that is suggested. That was
indicated to you by the Secretary vesterday in his comments here.
He mentioned to the chairman that he was quite willing to come up
and discnss in execntive session the formulation of these plans as they
come to light. He did say. however, that he was not ready to talk about
anything eoncrete vet but he was hopeful that when he was he could
come up and talk to the committee about it. T would hope that the
follow-on of that kind of discussion would be a program that the Con-
gress would support. But meanwhile we do have these other eszential
things that 1 think we must do so that the economy can continue to
survive, and have the potent:al for the development that we would like
to see take place in the area.

TIME PARAMETERS OF STOP-GAP MEASURES

Senator Javrrs. Are we entitled to say to you, “What are the time
parameters 2" Aren’t we entitled to say, “We will go with you on taese
stop-gap operations, which you say are essential, notwithstanding
that vou have got a new situation,” but aren’t we entitled to say, “That
ends bv .July 17 or whatever date seems to us reasonable? Shouldn’t
we then have a right to say to yon, “Are you going to bring us your
plan and your rationale seasonably so that we can act in respect of
some kind of terminal point for this ad hoc decision which you ask
ns to make#” )

Mr. Tarr. 1 think that is true, Senator, and I think that your logic
is correct. ]

The raticnale, however, for the program that we have submitted to
you for fiscal year 1973 is that. in all likelihood we will not be able
to take action on the program that you foresee before the end of this
fiscal year. .

Senator Javirs. So that yon say to us at least the parameter is
June 350, 1973, 1f you seek any money from us beyond that, 90 you
fecl that we have a right to say “No money beyond July 1, 1973, un-
less we know your plan and what it will cost and wh vyt
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Mr. Tarr. All that we have asked for would take us to the end of
June 1973,

Mr. Nooter has a comment he would like to make, Senator.

Mr. Noorer. Yes, I have been involved to some extent in the plan-
ning. I would like to make this point, if I could. I understand the
purpose of your question, but it is important to bear in mind this is
a period of readjustment’to some very significant cvents in that part
of the world. At one time in our internal planning we were thinking
more in terms of global amounts, 5-year periods, and so on, but as
events have unfolded, it has become more and more apparent that
there are many variables, many uncertainties, and the administration
is reluctant to come forward, I think understandably, with what might
look like a pat solution or pat plan until these uncertainties clarify.
Wo will certainly take your point into consideration, but I would
hope you would also bear in mind that events, many of which we
won’t have control over and which affect other donors, recipients, ac- .
tions cn the ground, and so on, will shape the course of the timing of
this situation,

Senator Javrrs, Well, I appreciate that. I think we have to have our
own problems in mind, and I believe that I would go with you for
fiscal year 1973 but not for fiscal year 1974, If I am going to vote my
constituents’ money for fiscal year 1974, I want to know the bill, T
want to know who it is going to cover, and I want to know why. Other-
wise, I would not feel justified in doing it. I think this is the real
answer to the budgetary problem.

When we are spending $80 billion for defense, there is room, in my
judgment, for spending money for what will avoid the use of that
weaponry and give us the real capability for reducing it. But I think
vou have got to make a case for that. You have to have the policy and
we have to see the connection. That is the reason for supporting
assistance. That is why you call it supporting assistance and not
economic aid.

So T would like to serve notice that I will go with fiscal year 1973 in
some proper amount which you are testifying to but not for fiscal year
1974 unless I know what you are doing, how much it is going to cost
and why. .

Mr. Nooter. I hope we will be able to make a case to you for what
we will need in 1974, when that time comes, in a way that will be con-
vineing to you.

SUPPORTING ASSISTANCE EARMARKED FOR RECONSTRUCTION

Senator Javrrs. In the light of that answer, I direct your attention
to your statement, Mr. Nooter, in which you say, speaking of Vietnam
supporting assistance :

This will be particularly true because of the additicnal requirements for
refugee resettlement programs, and the need to undertake the reconstruction of
damaged bridges, hospitals, schools and health clinics. We believe that these
costs can be accommodated within the $844 million request during the remainder
of this fiseal year, but not at the $600 million continuing resolution level.

How much of that $244 million do you earmark, according to that
statement, for this reconstruction?

Mr. Noorer., Well, please bear in mind that unfortunately there is.
still military activity going on out there, but something in the neigh-
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borhood of 50 million would fall into that category for the balance
of this year for things that can not be accommodated within the §600
million level.

Senator JaviTs. You would hardly put that $50 million in the line
of sustaining the economy, would you? That is reconstruction.

Mr. Noorer. That is right. 'To some extent these are things that need
: to be done for the welfare of the people out there, in view of the cur-
| rent, situation, It is a little hard to separate that operationally from
] on-going requirements because these are things that cost money ; they
! do need to be done, and mus: be handled as best they can within the
leve] of their resources.

POT).CY DECISION INVOLVED IN RECONSTRUCITION FUNDS

Senaior Javirs. Nonetheless, the justification you give us for sup-
porting the economy so it doesn’t collapse does not extend to this.
Aren’t vou then already making a decision that we are going to con-
! tribute materially to the reconstruction of South Vietnam? We would

be making that decision now if we go with you.

Mr. Noomsr. Well, in one sense, sir, we have been carrying on the
rebuilding of damaged facilities during the past 5 or 6 years. I would
call this sort, of thing in the same category as what has been going on
while the war was in progress.

Senator Javrers. There is n very big difference. Our troops walked
across these bridges and landed at these airfields and went perhaps to
these ol her installations. Now there is a new situation. There is a peace
agreerent. We are out so what you are really telling us is that we not
only have to maintain the co ntinuity of the support of the Vietnamcse
econotny, wiich is a big enough load, but we also are still in the recon-
struction business.

| M. Nooter, 1 am not critieal, and T will tell you why. You fellows
: are administrators; you are doing a job. You don’t set the policy ; you
recommend poliey, and you represent the President. ITe sets the policy.
Wae represent the Congress; we aiso set the policy, so we have a right to
get the elear line of policy demareation in this respect. We may zive
you the $0 million. In the case of Bangladesh we thought you needed
more noney than what you nsked for and we may think vou need 8100
million for this. But we have 2 right to know; there is a clear policy
decision we will be making.

You are starting on recorstruction. All T am trying to pin down 1s

that 1 am 1ot wrong on this, that you understand the situation.
2. Tang. Senator, could 1 help out with some specific figures here?
| Out of the $300 million that we seck %585 million would go to South
g Vietnam: $426 million would go for the stabilization of the economy;
; the rermaining %159 million for these projects that you term as devel-
opmens, so this gives you somme-—-—

Senutor Javirs. Order of magnitude.

Mr. Tanrie. Yes.

Senator Javirs. That is fair enough. »

But isi’t this correct, that this does represent, even if just by inertiai
force the decision, that we are going into reconstruction. 1 know it 18
being carried on and the sheer weight of it, the sheer movement ycu go
on with it. But for us, wouldn't you agree, in all fairness to the Con-

&
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gress, this is a policy decision, that pending the bill and pending the
rationale, and pending the who it is going to cover, North and South
Vietnam, and so forth, we are going to make a temporary decision of
policy, that you are still going to continue with reconstruction even
though if we wanted to we can now say it is a new situation. We have
pulled our troops out, and we will give no more help for reconstruc-
tion? ]

Mr. Noorer. I understand your point, Senator, and it is a good
‘one. I would like to differentiate though between those things which
are of a more or less emergency naturc required in the short ran and
similar to the kind of things we have done in the past where, fpr
example, we have helped to resettle several millions of refugecs while
the war was going on, from what one might consider a rchabilitation
and reconstruction program in a postwar sense with, hopefully, in-
volvement of other donors and perhaps some different sort of organi-
zational arrangements, and so on. There is a requirement, it is a real
requirement, on the ground now. It is not what we would call part
of the rehabilitation and reconstruction effort in the other sense. I
would like to make that distinction.

' ARE FUNDS NECESSARY TO MAINTAIN PEACE ?

Scnator Javirs. Yes, but my friend, you sce, there is where you
touch the real raw nerve. If there is a requirement there also is a
requirement for housing in Harlem and in Bedford-Stuyvesant and
therc is a requirement for a bridege or dam or some very essential
projects in Arkansas and Missouri. If you are going to put it on a
requirement basis, we will snow you with requirements. What we are
trying to find out is: Do we have to do this in the intercsts of the
peace and security of the United States, which is entitled, in my
judgment, to an equal priority, even with urgent domestic needs?
That is why I say what I do now—are you telling us that even on
this interim program ‘ .

Mr. Noorer. Yes, indeed, that is the message we hope we can convey
today. We arc fully aware of the competition with very important
and urgent domestic programs. But continued economie assistance in
Sou%geast Asia is part of maintaining the peace in that part of the
world.

Senator Javirs. We are talking now about reconstruction assistance.
Secretary Tarr has already differentiated between economic assistance
to sustain the economy from collapse and building roads, and bridges,
et cetera. What about that; is that necessary to maintain the peace?
. Mr. Tarr. And also the refugees have to come in the other part,
00 :

Senator Javirs. Refugees?

Mr. Tagrr (continuing). If you sec what I mean, and that would be
a part of it.

Senator Javirs. And it is so mixed up in money that you can’t
separate it.

Mr. Tarr. No, no, I think not.
~ Senator Javrrs. You can. Why don’t you give us a specification,
S0 we can come to a policy decision, of exactly what is encompassed
under each heading in this statement that I read in terms of what
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you are asking us to authorize. You are asking us to give refugee
rosettlement programs, whatever that is, and the reconstruction of
stdamaged bridges, hospitals, schools, and health clinies.” Let’s know
what we are going to put out for each, OK?

Mr. Noorer. All right, we will do that.

Senmtor Javirs, And the ravionale in terms of keeping the peace.

Mr. Noorer. Yes, sit.

Senutor Javrrs. May I ask unanimous consent that be included in
the record ?

The Criamyan. Without objaction, so ordered.

(The information referred to follows:)

135 FIM ATED ADDITIONAL REFUGEE RESETTLEMENT, MEDICAL AND EMERGENCY RErAIR
('08Ts IN SOUTH VIETNAM NoOT ABLE To BE ACCOMMODATED AT THE DI’RESENT
CONTINUING RESOLUTION LEVEL

(Supplied by AID)

Temporary relief costs for the large number of new refugees have been met,
as a priority matter, out of funds available under the Continuing Resolation.
Thus far, ALl has provided $30 million to help meet these costs, above the level
of funds for this purpose contgined in our original request to the Congress for
1Y 1973.

The cease-fire will allow resettlement of many of these refugees in the months
inumediately ghead. Their early return to their homes where possible, or resettle-
ment in new areas, clearly is preferable to continuing relief programs in tempo-
rary camps and other sites.

The Norta Vietnamese offermive, begun almost a year ago, left substantial
destruction in many villages, Towns and smaller cities. General reconstriiction
of this damage lies off in the fusure. However, some short-term, immediate assist-
ance, to help get hospitals and dispensaries back into operations, and to help
restore potable water systems end electric power, is needed in the months imime-
diately nhead.

Aillions

Refugee resettlement® o eee e %32
Itepair and,/or replacement of 1nedical facilities and equipment, additional

medical sapplies and support for the Ministry of Health o emee 11
Emergency repair and reconstruetion of public facilities and utilities in

smaller towns and villages .- e 510,

Total - e e e o e 18-5H3

1hose returning to their home villages receive allowances to help tide them over until
new crops cas be harvested, as waell &5 asslstance in rebuilding damaged homes. Resettle-
ment in new locations involves clearing 1and, installing irrigation works, drilling wells and
establishing new homes.

Senator Javrrs. Mr. Chairman, I had one other line of question-
ing. [ didiw’t wish to intrude on my other colleagues. May I have
three more minutes ?

The Criarman. 1t is net me you are intruding onj it is your other
colleagues. Go ahead. Maybe we ought to have a 10-minute rule.

Senator Javirs. I rather like that; Thope we will.

is MONEY BEING USED POLITICALLY TO INFLUENCE COUNTRIES ?

1 have just one other question. [ know a very intéresting point in
your statement, Mr. Tarr, and it is something the country ought to
know about. Yousay:

Winaliy, we ask the members of this committee to agree to the elimination
of restrictions on sales to Tatin America. This paternalism no longer has a
place in our relations with Latir American nations if in fact it ever had justi-
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fication. Brazil has become the Tth most populated nation of the world, with
& rapidly growing economy that someday will make it a foremost power. Many
other nations in the region are moving ahead rapidly. Most Latin American
leaders seek normal trade relations with the United States, and we should be
in a position to reciprocate. This restriction makes it impossible for us to
fully do so.

Then you go on in another sentence, skip one or two and say, “Not
only Israel, but a number of Arab states as well, are dependent upon
security assistance.”

You say in the sentence before—1 rearranged this just to make the
point—

The program reflects our attempt to lay the foundations for a negotiated set-
tlement of the Arab-Israeli dispute.

The question I would like to ask you is this: In other words, is this
money being used politically to influence these countries, to wit, in
Latin: America and Isracl? Is that the implication of your statement,
that we need this money because that is an inducement to make a
peace or to have better relations with the United States or something
like that or is there—or is the justification the maintenance of peace
in the world ? _

Mr. Tarr. Senator, I must confess that the chairman already has
taken me apart on the terminology “paternalism.”

I would like to angwer the question 1n this way—we do not see these
funds or the grants that come from the appropriation of these funds as
a way by which we can buy any kind of leverage. We would rather
view these programs as a way by whiech each of these nations can main-
}‘ain ﬂ}{eif own advantage to bargain for peace in their arca. It isnot a

payoft.’

Sgnator Javits. Good. T think that was essential for the record and
I thank you very much. I thank the chairman.

RESTRICTIONS ON LATIN AMERICANS QUESTIONED

The Citamrman. On that point, T would like to clarify. You say most
Latin Americans seek to have normal trade relations. There is no
restriction on them. What you are saying is, we ought to be an agent
for them. This is not normal. You leave the impression that would
leave the United States to wet-nurse them. T hope that is not normal,
whatever else it may be. There are no restrictions. They can come here
and buy as long as they have money ; is that right ¢

Mcr. Tarr. Fxcept for things in their army.

The Crrarman. No. They can come buy 1t ; they can go up to Chrys-
ler, or General Motors, or anywhere else they can buy it. It’s a question
of our doing it for them, is what you are saying. T don’t consider that
normal. Maybe you do.

Senator Prarson. Do you want to comment on that ?

Mr. Tarr. Well, Mr. Chairman, their sales for cash are limited also.

SUBSH)]ZING BY LATIN AMERICAN PROGRAMS SUGGESTED

The Crrammax. They have the cash. They can go out to MecDonnell-
Douglas and buy the planes. They don’t have to use us. Under these
programs, you are setting up to be their guardian angel-—either give it
to them 1f you want to, or give them a loan which you forgive later if
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you want to, or give them anything you like. It is certainly not normal,
I'mean in the old concept of normal, before you became—

Mz, 'Tare. Well, Mr. Chairman, 1t is true they don’t exist elsewhere
in the world.

The Cruayrwan. What does not exist ?

Mpr. Tarr. These kinds of restrictions,

Senator SymNgron, These what?

Mr. Farr, These restrictions do not exist, for instance, in the Near
Tast; they do not exist in the Far East; but they do in Latin America.

The Chratraran. Of course. We would like to impose them elsewhere,
but we couldn’t get by with it. But they are not normal in any case.
This whole program is subsidizing. I hope we don’t get the idea that a
subsidy propgram by the U S. Government is normal trade relations,

Senator Pearson.

TPURPOSES OF PROGRAM

Senator Prarson. Mr. Sesretary, as I look down this chart and. list
of the nations and programs, I am constrained to feel that your initial
vesponse to the chairman as to the general purposes of this program
must be more complicated than you stated. We have France, which has
security problems, and it is in our national interest to help them. T
assume vou mean internal security problems as well as external secu-
rity problems. Is that right? Flow else would you justify some 17 of
these nations.in the African continent?

Mr. 'Tarr. Senator, there is no question that the internal problems
in many of rhese nations are greater than the external ones are.

Senator Parson. Internal.

Mr. T'Arr. That is corvect.

Senator Prarson. Who makes the judgment whether the support. of
a given government or a given country is in our national interest?

Mr. Tarr. Well, it is made both administratively and congres-
stonally.

Senator Prsrson, T assume the President does that.

Mr. Tarr. Well, ultimately the decision has to come to the President,
whether a nation will be included in the program.

%enntor Prarson. To the Secretary of Defense, and to the Secretary
of State.

The purposes of this program, [ assume, also are, in a way, to supple-
ment our national security, our own defense effort. Wouldn’t that be
true? I have reference now to the item here of $9.5 million last year,
and a request for $14.5 millior. for this year, supporting assistance for
Malta. T don’t know what the jurisdiction is.

The staff handed me a newspaper article of about a year ago which
indicated that we were going in with $9 million to help pay for the
cost of a naval base there where the British had withdrawn, where the
Prime Minister of Malta had indicated if we didn’t come in, the Soviet
Tnion would. Is that the case ?

Mr. Tarr. Well, it may be the case with respect to the Soviet Unior:;
we don’t know. But with respect to the British, they have not with-
drawn from the base and they continue to use it.

Senator Prarson. Did we offer and provide $9.5 million of support-

ing assistance in the 1972 fiscal year for a base that the British are now
using ?
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Mz, Tarr. Yes, in conjunction with other NATO nations.

Senator Prarson. That was my next question. What was the con-
tribution of the NATO nations in relation to a total bill, which I
understand from this newspaper article was about $36 million ?

Mr. Tarr. This is about right.

Senator Prarson. NATO nations made up the balance.

Mr. Tarr. Yes.

Mr. Nooter. Yes.

CLASSIFIED DOCUMENTS RELATING TO SUPPORTING ASSISTANCE

Senator PrarsoN. As one goes down this list, I must confess that, to
my eye—which you may think is an uninformed cye—we arve still com-
ing down on both sides of international disputes in many parts of the
world. I cannot understand, and I will read these documents, as to what
the threat is to Afghanistan. In that regard I have here documents
which relate to supporting assistance, both classified, one marked
“secret,” for military sales and military assistance. These came up last
spring.

pAreg we to rely upon these documents as justification for these pro-
grams for these various countries, or are you going to update them in
the light of new conditions around the world %

Mr, Tarr. Senator, I doubt if we will reissue those documents for
1973. Some of the basic rationale in those documents still is good, but
obviously times have changed dramatically, and they continue to
change almost faster than we could upgrade the piece of paper.

One of the things that I would point out in nations like Afghan-
istan—and this is one of the things about our presentation in fiscal year
1973 that I think is misleading—is that more than half of the nations
under the grant program are involved only to the extent that they
send officers from their military forces here for training. Afghanistan
is a country in point. They are involved in a very small training pro-
gram, but we do not send them any military equipment under a grant
arrangement.

Senator Prarson. So if we want to make a judgment, country by
country, this is a document we are going to have to rely upon. Is that
right ¢

My, Tarr. That is true.

Senator Pearson. I thank the chairman.

(The following information was subsequently supplied :)

UNDER SECRETARY OF STATE FOR SECURITY ASSISTANCE,

Washington, February 23, 1973.
Hon, JAMES B. PEARSON,

U.8. Senate.

DeAR SENATOR PEARsON: I welcome this opportunity to provide you with ad-
ditional background and information on the Security Assistance Program. As you
indicated during yesterday’s Committee hearings on the foreign aid bill, it is
necessary to sort out our priorities with respeet to the many countries carried
under security assistance.

I should like to point out that at least one-half of the countries listed under
the grant Military Assistance Program receive no materiel support. In brief,
many countries receive assistance only in the form of training, primarily at U.S.
military facilities. For example, Afghanistan, Nepal, Mali, and Ghana are with-
in the training only category. This program enhances the professional skills of
trainees, often leads to close associations with American counterparts, and re-
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sults in greater familiarity with American values and institutions. Conse-
quently, we regard this training )rogram, which costs between $25-30 million
annually, of particular immportance.

With respect to grant military materiel assistance recipients, our program has
as its essential purpose the bolstering of local capabilities to meet toreseeable
defense needs. This is not to imply that the United States plans to assume the
principal burden for every country’s needs. As the President indicated in his
Second Inaugural Address: “We shall do our share in defending peace and
freedom in the: world. But we shall expect others to do thelr share.” Our
materiel assistznce, hence, is intended o be supplemental and to ease the transi-
{ion of recipient countries to full self-reliance.

In defermining how our military assistance should be allocated, we also must
take into considuration treaty relationships, our military posture abroad, U.S.
economic interests, and the exteat {o which our assistance can provide the
toundation for political stability and economie progress in recipient countries.
"ns, in responding to your request for a rank ordering of importance, you will
appreciate that our priorities with respect to the request for K'Y 1973 funds have
been based on the situation in Southeast Asia, the need to maintain a balance of
foree in thie Middle Kast, and to mcdernize the forces of countries, such as Korea,
as the U.S. military sales credit program is shaped by these same considerations,
put, in addition, FMS8 is used to facilitate the transition of grant recipients to
increased reliance on their own rescurces.

\With respect to supporting ass:stance outside the Southeast Asia area, the
principal recipient in ¥Y 1973 are Israel and Jordan. As you are aware, existing
iegislation provides for a ceiling of 12 countries under the Supporting Assistance
Program. We have recognized the need to remain within this ceiling and, indeed,
itope to reduce the number of recipient countries over the next several years.

Attached is the rank order list that you have requested. If I can be of any
additional assistance, please call on me.

Sincerely,
Curris W, TARR.
Country : Proposed suppart
Grant military assistance: (millions)
Korea —__.. ——— - $235. 0
TNTKEeY e - ——— 100.0
Jordan - - [ - 450
I’hilippines —.___ - - e o e 22,0
Indonesia e 22.0
Ethiopia oo [P — 12. 0
Spain e e 10.0
Tatin America. e ——— - —— 20,0
Tunisia ..— 4.0
Toreign military sales credit:
TSrael oo e e - 300.0
Turkey oo - e - 15.0
GIeece .o e ————  B8.0
Republic of China. —— e e 55.0
Korea __ - — - - 25,0
Latin America.__ - _— - “e— 5.0
Supporting assistance :
Israel ______ - 50.0
Jordan —_——— 40. 0
Malta ___ e - ———— 9.5
Spain e — —_— — 3.0

The Chiratrvan. Senator Griffin.
Senator Grigeix. Thank you, Mr. Chairman.

RESTRICTIONS ON SALES TO LATIN AMER!CA

Seeretary Tarr, I want to return to the subject about which Senator
Javits questicned you. As I understand it, although T was not here,
the chairman did also. It has to do with the restrictions on sales in
Latin America.
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As T understand it, the restriction which was imposed by Congress,
first $75 million and later $100 million, does not applly just to the use of
grant funds. It extends considerably beyond that; is that correct?

Mr. Tarr. Well, it primarily relates to the sales program.

Senator Grrrrin. Yes. Can you outline very briefly what those re-

strictions are? )
_ Admiral Prrr. The restrictions are on a number of different funds
in Latin America, such as the aggregate total of grants (excluding
gmining), foreign military sales (both cash and ecredit) and ship
0ans.

Senator Grrrrin. Does it extend to where you have extended credit
terms, and so on?

Admiral Peer. Yes, there are limits on credit terms which cover the
total value of sales, not just the credit guarantee position. However,
training is excluded.

Senator Grirrin. The point on which T want to focus is that the
restriction does not apply just to the use of grant funds. Is that
correct?

Admiral Perr. That is correct.

Senator Grurriw. It precludes favorable credit arrangements in the
sale of military equipment.

Admiral Perr. It certainly limits the terms.

Senator GriyriN. Limits them.

EFI;‘ECTS OF RESTRICTIONS ON U.S. SALES IN LATIN AMERICA

What has happened in terms of sales by the United States in Latin
America during the period since the Congress put these restrictions
on? Can you provide some detail in terms of what has happened in
regard to the percentage, say, of sales in Latin America?

Admiral Prrr. Yes, it has drastically cut down our percentage
share of sales. )

Senator Grrrriy. Would you have some ball park percentages?

Mr. T'srr. Scnator, in the last 5 years the Western European na-
tions and Canada sold considerably more than $1 billion in equipment
to Latin America and we sold about one-third as much.

Admiral Perr. It used to be approximately the opposite before

that.
CANADIAN AND EUROPEAN SALES TO LATIN AMERICA

Senator Grrrrrv. Do Canadian and European countries sell for cash
when they sell military equipment in Latin America?

Mr. Tarr. They do both.

Senator Grirrin. Do they to some extent provide more lenient terms
than we do?

Mr. Tarr. The terms, for instance, from the French Government
are very similar to ours and it depends on the particular deal as to
whether they would be more competitive than our terms. That simply
is a case in point and, of course, the French Government is one of the
large competitors in that area. I amn not sure what the Canadians do,
and I am not surc what the British do.

Approved For Release 2001/08/30 : CIA-RDP75B00380R000600170005-7



Approved For Release 2001/08/30 : CIA-RDP75B00380R000600170005-7

48
U. 8. ARKMS SALES 10 LATIN AMERICA

Senator Grrerery. The U.S. News & World Report, in a recent
article which appeared in the January 22 issue, indicated that the
United States formerly made 70 percent of the total arms sales in
Latin America and now is dowr to about 6 percent. Would that he

RGP 1IN

accurate !
Mr. Tare. I think that is too severe on the lower end, but I think

that
Senator Grurrrn. There has been a very, very substantial drop as a

result of the restrictions.
Mr. Tagrn. A great drop.
GHETING LATIN AMERICAN COUNTRIES TU CONCENTRATE ON
NONMILITARY PROJECTS

Senator Grirrin. 1 would assume part of the rationale on the part of
those who advocated and supported this limitation was the—1I will try
not to use the word “paternalistic”-but the goal of getting these
Latin American countries to concentrate on projects other than mili-
tary, 1 take it. The restriction has becn in effect; our total sales have
wone down. Has it had that effect in Latin America?

Mr. Tarr. Senator, I think a good case in point would be Brazil, a
developing economy. For a long time we would not consider the sale
of supecsonic jet fighter planes in Latin America, and because we re-
éra:cil they bought Mirage aircraft. That, in

Tused to sell aireraft to
itself, was of some consequence, but in addition to that we find now

that we are not in as strong o competitive position as we would lika to
be for providing to the Brazilians the equipment that they are now
installing or seek to install for air traffic control all over that great
nation. There is no question but what there is a linkage between what
we are willing to sell in terms of military materiel and our ability to
be competitive in other fields as well.

Now, specifically with reference to your question: Is there any iandi-
cation that these nations, because we would not sell it to them, have
slternatively used it for schools and hospitals and other projects?
That all of us would appland. I think we have no evidence that they

have in fact done so.

LATIN AMERICAN ARMS SPENDING

Senator Grrerin. In terms of their national budgets, and I am re-
ferring again to an article that appeared in the U.S. News & World
Report, Latin American countries spend less of their gross national
product on arms, about 2 parcent, than any other region in the world.

Mr. Tagrz, 1 think that is true.

Scnator GriFriN. Is that a reasonable statement ?

Mr. T'arr, We believe that that is true.
Senator GrrrriN. So it is interesting that we have imposed this

kind of ceiling or restriction then on only this part of the world; is

that right?
M. Tarr. That is true.
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RESTRICTION’S IMPACT ON.U.8. BALANCE OF PAYMENTS

Scnator Grrrrin. ITas it had any impact on our balance-of-payments
problem?

Mr. Tarr. The impact that it would have on our balance of payments
is that insofar as we sell things for credit we suffer no loss in balance
of payments. But when the credits are repaid then we gain in the bal-
ance ol payments. I think one of the things that is misunderstood
about the military assistance program is that in very few instances, and
those relate to certain expenditures under our supporting assistance
program, there is nothing contained in them that hurts our balance of
payments. Insofar as we collect on the credits for sales in future years,
we enhance our balance of payments.

Senator Grorrin. Thank you.

The CizalIRMAN. Senator Symington.

STATEMENT CONCERNING CORRUPT PRACTICES IN CAMBODIA

Senator Symingron. Mr. Secretary, you said you had a statement.
Would you read that statement on my time, with respect to the Cam-
bodian situation ?

Mr. Tarr. I am afraid we will have to have it back.

Senator SymineroN. OK, here it is. The statement clarifies a lot I
was trying to find out about a situation that has worried me for some
time.

Admiral Prrt. Senator, this is an interim report. Obviously, we took
the matter in Cambodia very seriously when we were out in the field:

In late December '72 various news media réported on a news conference given
by Kheam Reth, the Information Minister of the Khmer Republic (Cambodia).
At the conference, which was held to discuss government efforts to eradicate
corruption within the civilian and military government, the Xhmer government
acknowledged it had been overpaying military commanders on monthly payrolls
for soldiers who exist only on paper.

Rather than report on the government’s efforts to eradicate corruption, the
media reported on the more lurid aspects of the situation, thus creating the im-
pression that the U.8. government was financing payroll padding and other cor-
rupt practices. The facts are quite different.

The military situation in the Khmer Republic and Southeast Asia was re-
sponsible for the expansion of the Cambodian army from a strength of 35,000
men in 1970 to a projected level in excess of 200,000. The manpower, personnel
and finance systems of the Khmer were based on French eolonial practices and
incapable of coping with this rapid force expansion. Possibilitiegs for corrup-
tion existed on every hand. This corruption, however, was directed against the
Khiner government and not the U.8. Both the Khmer and the U.S. governments
were aware of the implications from the first. Failure to expand the force struc-
ture would cause the military situation to deteriorate. Failure to curb the corrup-
tion would cause economic collapse. The U.S, government chose to encourage the
Khmer government in management actions, essentially to the establishment of
effective manpower, personnel and finance systems. The Khmer government has
been receptive to this approach to the problem and is rapidly moving ahead in
implementation of these systems.

The United States was also moving to provide economic assistance to the
Khmer Republie. Foreign Assistance Act, Title 1, Security Supporting Assistance,
Commodity Import Program, and P.I. 480 Food for Peace programs, generated
counterpart currencies for support of the Khmer national budget. The United
States administratively retains some control over the portions of the budget to
which these funds are applied.

It determined they should he applied to. elements of the defense budget, pri-
marily pay and allowances. It was thus able to encourage management improve-
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ment under the implied threat of withholding release of these counterpart fands
of the Khmer government.

The table following shows that the United States was supporting a significant
but proporticnately minor part of the Xhmer defense budget. Therefore, the
alternative of withholding suppo et was never a practical consideration.

[Datiars in mitfions]

Fiscal year Fiscal year
1971 1972

Cambaodia commercial imporis Program . e eiaemeeamaoeoa- 0.0 16.5
Food for peace program (80 percent coLntry use POrtior) .o o. oo ocowmemem i 6.8 16.6

TOM oo e oo emmmee e e s 3.1

[In hillions of riels]

Calendar year—

1971 T 1972
Khmer defense budget__ . iaaanaan R 11.549 18.52
Counterpart generated and applied - 1.745 5.43

Percent. ... i iieece o oeiceea- - 15 2

These programs generated counterpart at a rate suflicient to support 15
percent of the Khmer defense hudget in 1971, and 29 percent in calendar year
1972,

The “phantom army” has not yet been eliminated but the Khmer have
appointed a new chief of staff and assistant chief of staif for personnel. They
hinve begun institution of a uniform unit strength accounting system. They have
defined units in the force inventory, dissolved and consolidated many units and
established a finance structure to centralize payroll operations. We believe these
and oiher actions underway will eliminate many of the corrupt practices of the
past and coutribute significantly to a sounder and more manageable defense
budget.

COMPARABLE LAOTIAN SITUATION

Senstor Syaveron. Thank you, Admiral. T would make a couple
of observations. This follows the Laotian development; it is quite
comparable. I have been to laos many times. Based on what the
papers say this morning :bout the deal made in Laos—putting it
mildly—we could have mada the same deal many years ago at a saving
of billions of dollars and many lives.

AMEDIA REPORYING

You mentioned that the media report more the lurid aspects of the
situation. Time and time again, reporters in Laos and Cambodia have
«tated things first considerad incorrect by State, which later turned
out to be correct, by their own admission.

t.8. CONTRIBUTION 10 KMER DEFENSE BUDGET

You sav a significant but proportionately minor part of the Khmer
defense budeet. The truth is, we are providing almost all the equip-
ment and supplies, including ammunition. Tarlier. I belicve, Secretary
Tarr nclknowledged we are supporting 50 percent of the defense budget.
T'hus, obviously, we should have quite a leverage if we are supporting
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50 percent. Where would they get that 50 percent if they didn’t get it
from us? Nobody else is contributing any major fraction I know about.

OTHER COUNTRIES’ ASSISTANCE TO CAMBODIA

Do you know of any other SEATO member contributing anything?

Admiral Peer. We are by far the largest contributor.

Senator SyminaroN. Is anybody else contributing anything ¢

Mr. Tarr. Senator, there are other contributions.

Senator Symrneron. Military ¢

Mer. Tarr. Noj; they are economic.

Senator Symingron. I understand.

Mr. Tarr. The effect of that can filter into the military, but not of
great consequence.

Qenator Syyineron. I understand that. What percent would you
say of the total contribution?

Mr. Tarr. Well, of our planned §75 million, we were going to put
almost $20 million into an exchange support fund.

Senator Symincron. ITow much money, in percentage if you haven't
it in dollars, have other countrics contributed, roughly, to the mili-
tary and economic assistance of Cambodia. That is my question.

Mr. Tarr. Well, but, Senator, I was just going to read them off.
Japan is $5 million; Australia is $1 million ; less than a million, New
Zealand, Thailand, Malaysia, and the United Kingdom.

Senator Symrneron. Thank you, Mr, Secretary.

LART YEAR'S COUNT OF CAMBODIAN SOLDIERS

About a year ago, our people were told that in order to try to find
out how many Cambodian soldiers there were, they directed the Cam-
bodian Government to assemble their troops and take pictures so they
could count them. Do you know the result of that count ?

" Admiral Peer. That is why I said this is an interim report. We are
still very much involved in the investigation. It is a difficult thing
to do.

Senator Svarrxaron. Do you know what the count was at the time
they counted last year ? ‘

Admiral Prer. No, T don’t, but I will find out.

Senator Syminaron. Thank you. Would you find it out and submit
it for the record.

Our problem as we face this whole question of aid, further aid for
Victnam, is that now we are cutting heavily our programs in our own
cities and suburbs, our REA programs, our support programs to the
farms. We are getting, every one of us, many letters everyday saying
“Why are we being cut out of these programs.” This malkes it 1m-
portant for us to find out what are the facts and figures, so we can
justify it if we think it right.

Admiral Peer. I understand. I will furnish the information for the
record,

(The information referred to appears on p. 87.)

Senator Syanaron. When we answer the letters and go back home.
Thank you, Mr. Chairman.
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JAPANESE AND AFRICAN DEFENSE SPENDING

The Crarman. Mr. Tarr, what percentage of the gross national
produect, which, T believe, was the figure that you used, does Japan
spend on her defense ? '

Mr. Tarr. T don’t know, Mr. Chairman.

‘The Ciratemax. Do you know what the percentage of the countries
below the Sahara in Black Africa spend on their defense?

Mr. Tare. I don’t know that either, Mr, Chairman.

COMPARATIVE LATIN AMFRTAN DEFENSE SPENDING QUESTIONED

The Crramman. Why did you say positively awhile ago that Latin
America spends less than anybody i? you don’t know? You left the
impression that you did know, and you left the impression thet in
some way or other Latin America was being seriously discriminated
aganst. Yet yon don’t have any idea what other countries or cther
areas are spending on their defense.

Mr. Tarr. Mr, Chairman. you don’t have to know the exact figures.
The point Fas already been represented to you.

The Caamman. Approximately.

Mr. Tarr. This is already so and you believe the people who rep-
resented it vo you are correct.,

The Crramwan. Japan spends eight-tenths of 1 percent. I must say
that I think you should say vou don’t know if you don’t know and
not mislead either the committee or the public that in some way or
another Latin America is spending less than anybody else on defense.
Latin America is a very poor area: isn’t it ? They have very low per
capita incorne. Nearly all of those countries are considered undevel-
oped. 1 think Venezuela, with their oil, has some wealth, but even
Brazil, with its enormous resources, i3 not a, very wealthy country yet;
ig16% It isnot a developed coumtry.

Mr. Tann. No.

‘The Cranaran. Do you know what the per capita income of Brazil
is? Tt is in your presentaticn hooks if you want to look at them. Dut
all of them are low, aren’t they, compared to what we call Europeans
or the IThited States? Ts that not correct? Won’t you agree to that?

Mr. Tarr, Mr. Chairman. T am sorry T just don’t have all the m.ate-
rial on what the per capita ircome is.

The Crrantaean. T don’t mean precisely. Tsn’t it general knowledge
that a schoolbov knows thev are poor countries ?

My, Tarr. This is trne. We show as a figure for Brazil, $5183.

The Crratryax, That is pretty low.

Mr. Tann. Per capita income.

The Crramaran. As compared to ours. What is ours? Do you know
what the TTnited States is?

Mr. Tarr. Nearly $4,000.

ENCCTRAGING LATIN AMERICANS TO BUY ARMS QUESTIONED
The Criamaran. We have been giving them economic aid. Brazil

owes 118 T don’t know how manv hundreds of millions of dollars. Do
vou think we ought to give them economic aid and then also en-

Approved For Release 2001/08/30 : CIA-RDP75B00380R000600170005-7



“Approved For Release 2001/08/30 : CIA-RDP75B00380R000600170005-7
‘ 53

courage them to spend their money on arms? Are they threatened by
any external threat that you know of? .

Mr. Tarr. Mr. Chairman, I think that the issue is, if they are going
to buy them should we make it impossible.

The Cuarman. Should we take advantage of them and encourage
them to buy arms? Do you think that is——

Mr. Tagrr. If they are going to buy pieces of equipment, should
Awmerican manufacturers have a chance to sell them ¢

The Cramman. We maintain these MAAG (Military Assistance
Advisory Group) missions down therc trying to persuade them to
buy arms up to the limits. Of course we do, even to countries that don’t
even have an army. Don’t we have a MAAG mission in Costa Rica?

Mr. Tare. No.

The Crramyan. We did have one. When did we take it out ?

Mr. Tarr. Well, we have military people in our Embassy, T am sure.

The Crramrman. The purpose, as I understand it there, was to help
sell arms, T had never seen this program justified on the ground that
we should hecome an arms salesman in order to balance our payments,
especially in an area where we have other responsibilities. We have
very large private investments in Latin America, don’t we?

Mr. Tarr. We certainly do.

The Criarrman. When they have civil wars or even wars among
themsclves, those wars are very much against our interests; aren’t
they ? Wouldn’t you say they are? So I thought the policy has gen-
erally been that we do not encourage other countries, at least in Latin
America where we have a special responsibility. I would exclude the
. Middle East where we have armed Israel more than anybody elsc.
Incidentally, the plancs that just shot down that airliner, were they
American planes we had given to Israel

Mr. Tarr. The plane that shot it down ?

The Crarraan. Yes.

Mr . Tarr. T have not seen a report on it.

The Crarrvan. They are likely to be because they are I'—4’s.

Mzr. Tarr. And Mirages.

The Criatrmax. They bought some Mirages a while ago. It is rather
ironic to shoot down civilian plancs, isn’t it? It is something like
supplying our arms to Pakistan to attack India. The committee had
in mind trying to minimize, or not to encourage, at least, the over-
militarization of these countrics. In other words, we have tried to en-
courage them not to follow our example. That is what the committee
wanted at Jeast in putting in these limitations. Incidentally, the
military group in Costa Rica—as of the 25th of January, 1978—is
four, for your information.

Mr. Tarr. IExcuse me.

The Crramman. The military group in Costa Rica on January 25,
according to this document from the Office of the Assistant Secretary
of Defense, International Sceurity Affairs, signed by Mr. Kendall,
numbers four. Costa Rica is a country that has no army. I have always
been rather amazed why we would maintain an establishment of four
in a country that has no army. I think your prospects of loading them
down with any armaments are not very great.

You have 289 in the military eroups in Latin America, which is
quite substantial, it scems to me. You have 35 in Venezuela where, of
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course, we have a very great leverage on account of our economic in-
terests there. We have 49 in Brazil, 29 in Argentina. Of course thesa
military dictatorships like this. ’

jut I had thought, and I would say, speaking so far as I am con-
cerned, the policy of this Government is not to encourage arms sales
for the purpose of enhancing our balance of payments. If it comes
along and the countries can aflord it, that is one thing. But to give a
country economic aid, and then have them waste their money as we

have on military aflairs, L didn’t think made sense.
I NCREASI IN CEILING AND REQUEST FOR UNLIMITED WALVERS QUE SITONED

You have asked to increase the ceiling from $100 million to $150
million: haven’t you? You have also asked for unlimited waivers. s
that not correct ?

Mr. T'agr. The answer is yes.

The CizatrMax. Unlimited waivers. So that, in effect, you are asking
ns to take off any limit at all. Aren’t you?

Mr. Tarr. And make Latin America like the rest of the world.

The (‘HAIRMAN. But Latin Aroerica doesn’t happen to be like the
vost of the world. She is not like Japan. Japan spends much less. We
don’t, of course, put in restrictions because Japan has all the money
<l wants and there is no restriction on her.

My, Tare. 13ut you have——

The CramvaN. You say the rest of the world. We have restrictions
on A frica which is another very poor area. Obviously, we don’t try to
rostrict Erance or Germany. We don’t give them aid. There is no re-
sponsibility, no relationship at ail. Africa is the nearest to it and we
estrict Africa. What is the lirait on it?

Admiral Prer. $40 million, including training.

The CTIATRMAN. $40 million, much Joss than Latin America.

EALRCISH OF WAIVERS UNDER FOREIGN MILITARY SALLIS ACT
QUESTIONED

Now yeu are asking for unlimited waivers. The Torcign Military
Qales Act requires that as a precondition to Government arms sales
to a conntry, that the President find that sales to that country wouldy
and I quote, “gtrengthen the security of the United States and promote
world peace.” -

On January 2, 1973, the President found that arms sales to a total
of 91 countrics and three inte rnetional organizations met those eriteria.
How would vou say, or how do you describe to us. that sales of arms
to conntries like Haiti strengthen the security of the United States
and promore world peace? Tle waived the conditions on Haiti. T as-
aime he did it at your request—that s, at somehody’s request. e

wrohablv didn't initiate it himse!f.

Mow did he justify it? How did vou represent to the President that
this strenethens the security of the United States and promotes world
nonee and, therefore, vou recommended that he exercise his power
of waiver with regard to Haiti ? Tow does that doit?

1. Tarr, Mr. Chairman, unless a nation is on that list, they are
not able to buy any of these ‘tems that they might want—a spare part
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for a truck or an airplane, one picce of munitions for their police
force—nothing unless they are on that list. I don’t want to convey the
impression that we operate without a sense of responsibility, because
we have a munitions control group in the State Department which
labors long and well, T think, to try to determine what is in the best
interests of the United States.

On the other hand, when these requirements are set down in the law,
they are—of necessity, T suppose—without flexibility, and we are
simply asking for some flexibility to use our own good judgment.

The Cramarax. You, of course, know this applies only to Govern-
ment sales. They can go buy their trucks or anything else on their
own without any restriction. This is only Government sales we are
talking about. Is that not right? :

Mr. Tarr. Tt

The Crramraan. Is that not correct? What is your answer? Just sa,
¥CS OF 1O, :

Mr. Tarr. Yes.

The Cramman. Yes. If you don’t need the waiver, if it is within
the amounts, you don’t have to have this bother, but the law says that
to exercise the waiver, the President must find it strengthens the se-
curity of the United States and promotes world peace. Did you find
that, or can you find that, with regard to selling something to Iaiti?
How would it strengthen our security, really? Do you really take.
these provisions of the law serionsly, or not.?

Mr. Tarr. Well, of course, we take them seriously.

The Citairvan. Did you know that wasin the Jaw ?

Mr. Tarr. I knew it was in the law and obviously we take it seri-
ously but

WAIVERS OF ARMS SALES PRECEDENT QUESTIONED

The Criamrman. You waived it on 91 countries. Do you really think
all 91 of those, sales by the Government now, are important to the
security of the United States?

Another country like Mali—Do you know where Mali is and how
do you think that would strengthen our security ¥ Why does the Gov-
ernment want to sell arms to Mali, with a waiver, I mean. I don’
mind selling them if they want to come buy them in the normal course
of commerce, but this is a Government program. It is really a sub-
sidized program.

Mr. Tarr. Well, but it is true that some of these items are only
available on a government-to-government basis. In other words

The Crratrman. What kind of items ?

Mr. Tarr. There are some, well there are many items that are not
a‘iailable for sale at Chrysler or at General Motors or any of the
others.

The Crratrman. You mean the highly sophisticated, classified ones
like the ABM or something like that. Now, really, do you think Mali
1s going to want something so sophisticated that is not available?

Do you know what the per capita income of Mali is? Really, this
kind of gets absuvrd when this great country goes around and tries to
hawk off these weapons on these little countries and hold out a cab-
bage to them and say, “Look, if you buy weapons we will give you

Approved For Release 2001/08/30 : CIA-RDP75B00380R000600170005-7



Approved For Release 2001/08/30 ,;GCIA-RDP7SBOO380R000600170005-7

economic aid. If vou will buy $10 million worth of these tanks or
these revolvers,”—they usually are the obsolete ones they want to get
rid of—“why, we will give you $10 million in economic aid.”

"That is about the way it has been working. That is the reason w.Ay
the committee wanted to put some limitations on the sale of arms to
these very poor countries and that is the only reason. We didn't try
to lanit the sales to Japan. She can make them herself anyway. She
doesn’t have to buy them from us. But you seem to thinlk this is such
o greal restriction. If you are going to challenge the committee you
onght to come up and say we need this to balance our payments and
let us decide if. The Congress may well go along with you. There are
4 lot of Members. but it ought to be done on that basis and not on the
hasis that it sivengthens the security of the United States and would
promote world peace, which the law says. Then yon come up and you
reaily, in eifect, are saying that it is because we need the money.

T will grant you we need the money, but I don’t think the best
way to get it 1s to load all these poor countries down with arms that
they don’t need.

Mr. Noorer, Mr. Chairman, if T could make one comment for the
record.

The Crramaan. Sure.

TSE OF RCONOMIC PROGRAM TO SLLL MILITARY EQUIPMENT QUESTIONED

Mr. Noorer. 1 served in several of these countries overseas and I
have worked in both the economic and the supporting assistance part
of the AID program, and I am not aware of our using the economic
program to sell military equipment. If there are instances, I certainly
am not aware of it,

The Crratrarax. Money is fungible. T mean you don’t follow a dollar.
If you give them a dollar, it disappears in the bank and you don’t
know whether that is the same dollar or not.

You can’t say that about 1 commodity, which is like money. You
will admit a great many of those 91 countries on which you have
waived this provision get economic aid or some kind of aid; don’t
they?

Mr. Noorzk. 1 am certain some of them do.

The Citairvax. Not some of them, the majority of them, if not
11 of them. I have not checked all of them, but 1 would guess the
majority of them. '

Take Mals, that ercat country. One million dollars of economic aid
is griven to them so you want to sell them some arms, 1 guess, to get
that million back.

TREQUEST FOR INCREASED CEILING ON EXCISS MILITARY ARTICLES

You also i this new request ask to inerease the annual eeiling on
oxeess military ariicles thas can be given away without a charge
against the MAP appropriations. Do you ask that it be increased
from $185 to $245 million in scetion 67 Why do you do that? What
is the justification for that, Admiral?

Admiral Prer. 1 am sorry, I missed the question.

The CrrairmaN. Any one of you can answer. 1 am not asking Mr.

Tarr to answer them all.
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Admiral Perr. T was distracted by a request for the statement.
Please repeat your question. . -

The Criammax. You urge the committee to Increase the ceiling on
excess military articles that can be given away without any charge
against the MAP appropriations. You ask that 1t be increased from
$185 to $245 million,

Admiral Prrr, T understand.

The Criamman. How do you justify that?

Admiral Prgr. Mr. Chairman, our policy is to eliminate grant aid
to forcign countries wherever possible as we move toward FMS salos,
This we think is a policy that is in the best interest of this country.
To enable countries to do this more easily, we use our excess defense
articles to fill in the gap and to make this transition better and easier
on the countries. It is easier on their economy, casier on their budget,
and so on, and we feel when we have all these restrictions it is very
difficult to come up with a good sound program that is in the best
interest of the United States, That is why we are asking for relief
in some of these restrictions.

. The CraRMAN. T know you don’t like any restrictions, Tho execu-
tive branch doesn’t like any kind of restriction whatever in any field.
That T accept; T accept that. ’

Is that all you can say. You just don’t like restrictions? You can’
make any specific justification for Increasing this from $185 to $245
million? Can you or, I mean, if you can, will you? I accept the idea
that you don’t like restrictions of any kind; so we won’t argue about
that. You are not the only ones; it is every department.

Admiral Perr. Yes, Mr. Chairman, I want to manage it in the best
interest of the United States as T am sure you do.

The Chairman. That is right. The Congress heretofore had believed
it had some responsibility to help determine the best interests of the
United States.

Admiral Peer. When there are restrictions on the number of excess
defense articles, when there are restrictions on the number of IFMS
cash sales, FMS credit sales, and so forth, it adds up and the first thing
you know we have no leeway.

The Cratrman. I want to tie it down to this, The general proposition
we agreed on, I guess, The limit now is $185 million. Why do you need
$245 million? ITave you made any estimate of what hag happened ?
What is the reason to raise it to $245 million. That is a Narrow ques-
tion. Can you give me that answer ?

Admiral Puer. It is a very complex subject and involves many,
many factors. I could not answer that question in a few moments.

The Cramsman. Then the answer is you can’t give me any
justification.

Admiral Perr. Not now within the time

The Crammanw. Can cither one of you other gentlemen ?

What puzzles me, you see, is that the Defense Department’s Iatest
estimate, fiscal year 1973, excess stocks at value specified in section 8 (c)
of Public Law 91-672 in thousands, comes out to exactly $185 million.
Did you have some cstimate more than that? According to this you
have all you need. :

Admiral Prer. Mr. Chairman, these figures all get so distorted as
far as Vietnam is concerned.

Approved For Release 2001/08/30 : CIA-RDP75B00380R000600170005-7



Approved For Release 2001/08/30 : CIA-RDP75B00380R000600170005-7

58

The Caarrmax. These are your figures; they are not my figures.
Admiral Prer. No; but yoa have to understand what they repre-
sent. 1t isn’t something that 13 that simple that the answer is just yes

or no or black or white

JUSTIFICATION FOR INCREASED CRILING ON EXCESS DEFENSE ARTICLES

The Citamman. 1 didn’t ask vou black or white; T asked you to say
anything you want to about it. T was trying to limit it to where——
Admiral Peer. We have rationale on this subject in the CPD (Con-
oressional Presentation Document) that was presented at the begin-
ning of this year. The information is out of date at this point, but it

oes into this in detail.
The Criamman. That was the latest thing. This came to us this year

from the Pentagon.

Admiral Prer. The initial request came in at the beginning of the
fiscal year when we were atiempting to get this budget. Now we are
more than haifway through.

The CrarrMan. We received this 8 weeks ago. This is from the
IPentagon. We only received it 8 weeks ago.

Admiral Peer. You mean for fiscal year 1973. T will provide the in-
formation for the record.

('The information referred to follows :)

IZATIONALE FOR REQUESTED INCREASE IN Excess DerExNse ARTICLE CEILING
(Supplied by Diepartment of Defense)

Phe execulive branch requested the iucrease in the world-wide ceiling on
oxross Uefeise articies from $183,000,000 to $245,000,000 for the fiscal year 1978
becnuse the fiseal year 1972 ceiling whieh did not apply to South Vietnam was
inaudennale to cover the anticipated needs of South Vietnam during the fiscal
veur 1978, Pursuant to section 8(e} of P.L. 91-672, the ceiling became applicable

1o South Vietnam on July 1, 19708,

The Crammiax. Yes, on these excess stocks. This is your estimate
of the requirements and it gives each country all the way down. My
coodnass, 1 don’t kmow how many countries. 1 have not counted them,

a ot of theze poor ones.
Senator Perey, do you have an questions ?

AMOUNT REQUESTED tOR PUBLIC SAFETY PROGRAMS

Sepsator Perey. Yes. | have, My, Chairman. T am sorry 1 had other
commiitee mectings and could not be here carlier.

How much money is requested under the Foreign Assistance Act
this vear for public safety programs?

Mi. Noorer. There is an element of public safety in the supporting
assistance requirement. I will go through here and add up the num-
bers for the several countiies involved. My estimate would be that it
would be in the neighborhood of $20 million. Perhaps, let me give
you something rore precise for the record.

Serator Prrcy. All right. Could you also supply for the record a
list of the countries and the amounts for cach country ?

Myr, Noorzr. Yes, we will do that.

{'U'he irformation referred to follows:)
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Public safety programs funded from security supporting assistance—Fiscal
year 1973 congressional presentation

(Supplied by AID) Millions

Vietnan - e - e $ 6.8
Laos - ——— —— —— [ .5
TRAIANA o e e e e 4,2
Total AID._ [ — ___*11.5

1 In addition, the Department of Defense will provide police commodities to Vietnam in
fiscal year 1973 at a cost of $12 million.

Senator Percy. I would appreciate your assessment of the value of
the public safety programs. .

Mr. Noorer. If I could clarify the objectives of the public safety
program. Included in this request today are only those public safety
programs for the countries where we fund the economic programs
with supporting assistance. There is one in Vietnam, Laos, and Thai-
land. The public safety programs funded in the other parts of the
world are funded under the technical assistance category and are
not included in this request.

In the countrics that are at issue today, of course, civil law has been
a very important factor, particularly in Vietnam, in trying to main-
tain order in the countryside at the village and at the hamlet level,
and we think it has been a very important part of that program. Now,
under the cease-fire agreement our public safety advisers will be with-
drawn from Vietham.

PUBLIC SATFETY PROGRAMS IN COUNTRIES UNDER MARTIAL LAW

Senator Prroy. Are we providing equipment and training assistance
for public safety programs in countries that are now under martial
law? '

Mr. Noorrr. Well, that would be outside of my purview. That
would be in countries not under consideration here today in the sup-
porting assistance request. But also I am not certain which countries
you put in that category of martial Jaw. There is a term of art in-
volved there.

Scnator Prrcy. You can put a number of Asian countries in that
category, certainly Korea, and, at present, the Philippines.

Mr. Noorrr. Those countrics aren’t under my authority, but I be-
lieve we do have public safety programs in Korea and the Philippines.

Scnator Percy. Do you feel that when we fund public safety pro-

. grams in countries where civil liberties have been curtailed, that we
may put oursclves in the position, over the long ran, of becoming asso-
ciated with programs which repress the very liberties on which our
own country was founded and in which we believe so strongly.

Mr. Noorer. Well, I believe that depends on what is going on in
that police force and in that country, and it is hard to generalize.

Our objective is to provide a civil arm of government which opcr-
ates in & humane and competent manner because frequently the police
force is the principal form of contact between the people of the coun-
try and its government. To the extent that our people’s presence helps
to malke that police force operate more humanely and more justly
and in accordance with programs of law then we think it has a real
place in our programs.
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Senator Freev. Should it not. be a cardinal principle that we should
avoid getting into the problem of assoclation with repressive rncas-
ures ¢ Would it not be best to let countries purchase such assistance,
whether equipment or training, rather than receiving it as a gift?

Mr. Noorer. Well, these ore always difficult and complex judgments.
Liet me point to one of the most diflicult ones in my expericnee, which
was the acvisory assistance which we have been giving to the Viet-
Namese penal system,

As yon know, a conple of years ago there was a great deal of pub-
lieity ahout conditions in the prison on Conson Island. We had, and
have had up until recently, prison advisers working with the Viet-
namese. There was a great tsmptation to back off from those programs
on the ground that we conld f’l]:en. say, “We don’t have anything to do
with that.” Bnt it was onr indement that our peocple were helping to
make those eonditions hetter by being there, even though the conditions
were vof. perfect, and in fact conditions have continued to improve
sinee that time, Our people will be withdrawn, incidentally, as part
of the withdrawai of publis safety advisers in Vietnam now, and in
that sense it will make my job easier, but T would have to say in that
case it was a difficult jndgment—do we want to take a chance of
associztion with adverse publicity or do we want to try to improve the
situation. ¥ balieve our j udgment should be that where we think we can
make o vea: contribution and where the people we are working with
are being responsive, then we deserve to give that a try and sec if we
can’t improve the situation.

Senator Prrey. Well, T think you are right when you say it is a
complex question, which is why I have raised it. It bothers me nnd it
must bother von as well,

FONDING RECONSTRUCTTON ASSISTANCE BY CUTTING MIT] TARY ASSISTANCE

Secretary Tarr, do you feel there is any chance that the administra-
tion, in developing a reconstruction program for Indochina, could
develop that proposal and submit it to Congress coincident with a
reduction in onr military aid programs, and to fund reconstruction
assistance by cutting military assistance which should be less neces-
sary in Indochina hencefortl:? This would seem a better solution than
reducing domestic programs for the poor.

Is it possible as we go into a peaceful period now—a period of negoti-
ation, not confrontation—to start cutting back military aid in order
to {inance vecemstruetion ?

Mr. Tazr. How the arithmetic would work out I am afraid I conld
not make a guess at this poins, FHowever, if you combine both the For-
eign Assistance Act, that part that is military related, and the request
for MASF funding, that were put together before the cease-fire, there
obvionsly is seme flexibility.

I these two budgets are, placed together there obviously 1s some
flexibility in Hght of the changed situation. Furthermore, 1 would
hope that a program that afiects the countries of Indochina when it
is bronght to this committee and the Congress generally would be a
program that would take the place of some of the activity we have
carried on up to now.
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The support program for commodity imports in Vietnam is a
case In point. I am not sure that this will be the case, but I would
guess that if a program can be presented for Indochina, that it would
take the place of the program that we now have in supporting assis-
tance, so there are sources of funds for at least some of this activity,
but the magnitude is something that I cannot speculate on right now.

EFFECT OF VIETNAM AND LAOS AGREEMENTS ON MILITARY ASSISTANCE

Senator Prrcy. Our military related aid program in South Viet-
nam has been running at roughly $3 billion, including aid funded
through the DOD budget. Only a small part of this, $58.4 million
for excess defense articles and $585 million for AID supporting as-
sistance, which are not insubstantial sums except in comparison to
total military aid, fall under the Foreign Assistance Act.

What effect will the Vietnam and the Laos agreements have on mili-
tary assistance, such as the training of military personnel or support
for paramilitary groups, including security forces and police? Would
you see substantial reductions in our military-related aid as a result
of those agreements ?

M. Tarr. Well, T think the substantial reductions would come from
a transition from a hot war to a period of a cease-fire and if, in fact,
a cease-fire works then there are at the very outset considerable
savings in ammunition, tremendous savings in ammunition.

Now, I don’t really think that the savings in training will be that
large a factor. ‘

POSSIBILITY OF BRINGING MILITARY AID UNDER FOREIGN ASSISTANCE ACT

Senator Prrcy. Now that we have two signed agreements and an
international meeting coming up next week on these matters would
you feel the time has come to bring all forms of future United States
military aid to South Vietnam and Laos under the Foreign Assistance
Act? I have in mind military aid to South Vietnam and Laos which
is now being funded through DOD, and military and paramilitary
assistance given to Laos under CTA auspices.

Mr. Tarr. Senator, we discussed this point earlier. As perhaps you
know, the President already has submitted a budget that continues
to include these two countries under the service funding, but I pointed
out to one of the gentlemen on the committee that the topic is actively
being considered now, and I think the President has not yet made
up his mind whether he would like to ask that the Congress continue
this as a part of service funding or whether in fact he would sug-
gest on his own that it now should become a part of military assistance.
I think the decision hag not yet been made.

FISCAL YEAR 1974 REDUCTIONS IN U.8, MILITARY AID TO VINTNAM AND LAOS

~ Senator Percy. We are now limited by the Vietnam agreement to

roviding equipment only on a one-for-one, replacement basis. I would
Eope we could reach a point, and I would hope the international meet-
ing next week in Paris would take this up, to consider whether a total
embargo could not be placed upon military shipments into Indochina.
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I am taking into account the fact that we moved in massive amounts of
equipment. before the cease-fire, and that there are more airplanes in
South Vietnam, I understand, than pilots, Their future needs seem to
be well provided for. Whan reductions do you and your colleagues
with you today see ahead for U.S. military and security assistance
programs to South Vietnam, and Laos, in fiscal 1974 ¢

Mr. Tare. Well, I think we have no speculation to give you on this
point, Senator, but I think our hopes are certainly not far from yours,
and we look forward to a day when we can be preoccupied with the re-
construction of those areas either under our assistance or somebody
clse’s or under their own initiatives so that they can restore them-
«elves to the full benefits of peace.

I don't think, however, we could speculate on the degree to which
that figure of something over $2 billion last year to South Vietnam
would be an essential compenent in cur program for next year. I just
am not prepared to speculate on that.

I know it is not an adequate answer to give to a member of the com-
mittee, but ‘we in our work have not been aﬁ that closely associated with
the service funding programs, and we know about them inferentially,
hut we are not that conversant with all of the items in those programs.

PARTICIPATION IN RECONSTRUCTION AID IN INDOCHINA

Senator Prrey. Would yo1 comment on what participation in the re-
construction aid in Indochina you envision from the Soviet Union,
China, and the Eastern European countries, who have participated in
supplying massive amounts of war material to North Vietnam? What
role will they take in the reconstruction program? If they want to take
a role, how will we set up our machinery to work with them ? Have we
looked into this question ?

Mr. Tagre. I don’t think so, ard I do not think that we have any indi-
cation from those nations as to the degree to which they would like to
be involved. [ think there is real interest on the part of the Japanese to
hecome invoived, but so far as other nations are concerned, I am not
sure.

SQenator Peroy. Are we now actively encouraging and soliciting the
support and help of other countries? The Presiﬁent is pretty much on
record that $7.5 billion wou!d be required. I think it is now quite clear
that he did not mean from the U.S. taxpayer alone, but as an inter-
national program. Are we teking the lead in encouraging other nations
to participate and in helpingz to facilitate their participation ?

My, Tarr. I don’t think we have prior to the meeting in Paris. In
other words, I don’t think that we have launched a concerted effort to
solicit assistance from other countries as yet.

A1l TO. COMMUNIST CONTROLLED AREAS IN SOUTH VIETNAM

Senator Percy. Could you comment on what we intend to do about
aid to areas in South Vietnam that are controlled by the Communists?
Will all U.S. aid in South Vietnam be funneled through the central
government in Saigon ?

Mr. Tagre. I don’t think that has been considered, sir.
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EFFECT OF COALITION GOVERNMENT IN LAOS ON U.S. AID

Senator Prroy. Finally, what offect will the formation of a coalition
government in Laos have on our U.S, aid program there?

Mr. Tagr. I don’t think that we have really discussed that at all.

Senator Prroy. I don’t envy the job you have ahead of you. I ask
some of these questions knowing there probably isn’t an answer yet,
and I wouldn't expect you to have answers to all of them, We have
a very complex set of problems ahead of us, but it is a lot better to
work on the problems of peace than of war. 1 we can put the same
energy and creativity into solving these kinds of problems, I think
we can find the answers.

CURRENT U.8. IOLICY ON ARMS SALES

I was not on the committee in 1967 but was interested at the time in
a vote taken by the committee to cut back arms sales programs, I
would value your opinion on this. In its report on the AID hill that
year, the committee said, “Current policies have resulted in U.S.
turnished arms appearing in the hands of both sides in all too many
regional disputes around the globe, sapping scarce resources which
should be used for economic development and creating an arms mer-
chant’s image for this country which contrasts with our basic objec-
tive of promoting world peace.”

Certainly we saw that in Pakistan and India, as well as in other
situations.

Would you describe generally the current U.S, policy on arms sales
to cou;atries which, in our opinion, do not face a serious external
threat ¢

I ask the question to learn whether the administration has updated
its policy following this report issued severa] years ago.

r. Tarr. The policy, insofar as I understand it, is that we have no
interest in assisting nations to build forces for which they have no
need whatsoever.

The needs may be cxternal, and perhaps we could give Turkey as
an example of these; the needs in other instances are internal, and
quite obviously in few instances would a country whose problems are
primarily internal have requirements as great as those who face a real
external threat.

But back to the quotation from the report; I think it is interesting
for us to_observe that many of these developments go on without
U.S. involvement, and that does not justify our involvement on that
basis alone, but recently I learned that the first Mig-21 pilots have
returned from their training to Bangladesh. I think most of us would
question seriously the necd in an area like Bangladesh for pilots of
sophisticated aircraft like a Mig-21. Many people alleged it is only
because the United States is involved in these things that problems
like this occur. Well, here is a clearcut case ‘where the United States
was not involved at all. We have taken the position that this was not
an area of appropriate involvement, and yet these kind of excesses do
goon,

Senator Percy. It is certainly a dilemma,
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RATIONALE FOR U.S. INVOLVEMENT IN ARMS SALES PROGRAMS

T noticed a New York Times article of February 22:

Tran will buy $2 billion in U.S. arms over the next several years. In some ways
officials say the Nixon administration ig returning to a policy of a decade ago
when the Defense Department pushed foreign military sales so aggressively that
Prime Minister Harold Wilson cf Britain publicly deplored the high pressure
salesmanship of the Americans.

Are we using high pressurs salesmanship again now, in light of our
fiseal crisis? s this going to be one way we are going to try to solve
the fiseal crisis? 1t might help us in one respect, but it might also ance
again be a diversion from a much stated policy of this administration
that we want to go into an era of peace.

Mr. ‘Tarr. No: I think that the fundamental rationale for our in-
volvement in these programs is not to enhance U.S. business oppor-
tunities abroad but is to fill the valid needs of nations for their own
security. I think the chairman a moment ago was trying to investigate
the point that the only rationale for many of these programs is for us
to do business abroad. None of us will argue that business might not
be a byproduct of our involvement for other reasons.

Now, the Defense Department position of sometime ago—you
quoted in this article that we both read in the New York Times this
morning—was partly the result of concern in the Department of De-
fense that larger sales of commodities might be made and thereby the
research and development charges for these commodities might be
spread over more units and, thercfore, the cost of these weapons sys-
tems to the United States would be lower.

There is no thought whatsoever, to my knowledge, that we return to
this kind of program.

T would simply like to state for the record that the reason for this
program is not to enhance business opportunities abroad, although
this might result from a sale here or there. The fundamental reason
for doing vhis is to meet tae valid security requirements of nations
as we interpret them to be valid.

Senator Prrcy. I would like to say that I ask these questions to
indicate the complexity of the problem, and that we have to rethink
many of the things we are doing now as we go into a new era.

COMMENDATION OF WITNESSES

However, I couldn’t imagine this program being in more capable
hands than yours and I weuld like to state my great respect for your
own judgment and the way you have carried out your responsibilities.
T have appreciated all the guidance and counsel you have given this
committee and to me.

Mr. T'arr. Youare very kind, sir.

Qenator 1’ercy. I have no further questions, Mr. Chairman.

QUESTIONS ¥OR THYE RECORD

Qerator Prarson (presiding). Mr. Secretary, Mr. Nooter, and
Admiral, there will be some further uestions submitted to you by
the committee. If you will respond to those in writing, we will make
them a part of the record. We thank you very much.

Mr. Targ. Mr. Chairman, we will be happy to do so.

('The information referrad to follows 1)
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CoMMITTEE QUESTIONS AND RESPONSES OF MR, TAkR, DEPARTMENT OF STATE

Question 1: Congress has been told that the Administration’s objective is to
phase out the grant military program and replace it with a straight line sales
program,

(@) Do you have a definite timetable for making this conversion?

(b) If not, would you oppose an effort by Congress to set a timetable phasing
out grant aid in two years, for example?

Answer : The President has made clear that our desire is to have other coun-
tries assume the primary burden for their own defense, Within this context, a
reasonable balance must be struck between the economic and security objectives
of these countries on the one hand; and, on the other, the likely impact on
regional stability of failure to meet minimum security objectives. No all encom-
passing formula or precise timetable can be established for the transition of
these countries towards self-reliance, In some instances, economic and local se-
cumty considerations will permit early termination of grant materiel assistance;
in others, a more gradual changeover is considered prudent to insure an orderly
tr‘lnmtwn

We would point out that the number of grant materiel assistance recipient
countries is declining, We expect, for example, to “graduate” three in the 'Y 74
program, -and several others in the years immediately ahead. On the other hand,
we cannot predict with any degree of assurance the configuration of U.S, base
rights requirements abroad. Moreover, while we are making strenuous efforts to
foster a climate of accommodation in the international community, volatile
situations exist in such areas as the Middle Hast. Thus, it would be difficult to
predict what new demands could be placed on the grant program in the future.

Finally, it must be noted that approximately one-half of those countries listed
as grant aid recipients fall into the training only category. In short, they do
not receive grant military materiel assistance. We regard the training program
as an invaluable instrument of policy, one which deserves separate considera-
tion. Indeed, we believe that a reasonable case could be made for placing of
professicnal military training on a footing comparable to the Fulbright-Hays Act.

Consequently, we do not believe that a 2-year deadiine for termination of the
program is prudent or wise,

Question 2: The economie aid we give to South Vietnam, Cambodia, and Laos
is justified primarily on the grounds that they bear a heavy budgetary burden
from supporting large armed forces.

(a) What will be done to reduce the size of the armed forces in South Viet-
nam, Cambodia, and Laos after the shooting stops?

Answer: All three countries recognize the burden that their large military
establishments place on their economies and want to reduce them when the situa-
tion permits. In the case of Vietnam we would hope that discussions between the
two South Vietnamese parties will lead to a troop demobilization. It is not pos-
sible, however, to predict the rate of reduction at this time.

In Cambodia there is no cease-fire and no formal negotiations. If and when a
cease-fire iy negotiated and implemented, we would expect that the size of the
Cambodian Armed Forces will be reduced considerably.

Royal Lao Government will be anxious to reduce the burden of an unnaturally
large armed force. The U.S. Government will asgist in whatever way possible to
bring about the transition with a minimum of disruption but the problem is
essentially one for the Lao Government which will only begin the process when
it is assured the external threat has diminished.

Question 2 : The economic aid we give to South Vietnam, Cambodia, and Laos is
Jjustified primarily on the grounds that they bear a heavy budgetary burden from
supporting large armed forces.

(b) How will the cease-fire be reflected in the amount of straight budgetary
support we give them ?

Answer: In the shortrun there will be little, if any, budgetary saving in
South Vietnam primarily because of the maintenance ot force levels. However, in
the long-run, assuming the cease-fire agreement is successfully implemented and
demobilization will occur, we do believe the budget support can be reduced. It is
not posgible at this time to quantify the savings that would occur from such a
force level reduction.

In Cambodia our economic aid is not designed to provide budgetary support
but rather to maintain an adequate level of imported goods. If and when a
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cease-fire is implemented and Cambodian exports increase, we plan to reduce our
Commodity Import assistance wcecrdingly,

There ix no direct hudgetary support in Laos. Through the Foreign Exchange
Operafions Fund (FEOF) the United States and other donor nations provide
the resources necessary to stzbilize the Lao economy which faces severe infla-
tionary pressures as a resiult of the deficit financing to which the Lao Govern-
ment must resort in order to meet wartime demands which greatly exceed avail-
able revenues. The need for {his stabilization assistance will continue for the
foreseeable fuuture because even with the end of hostilities there will be heavy
: demands on the Lao Government, e.g., for refugee resettlement and integration
] of veterans into the economy ag well as for normal civilian services, while the
i Lao Government will be able to reduce its military establishment only gradually.
Question 3: The Defense Department provided the Committee, at our request,
i with a table listing country-by-country allocations of military grant aid, credit
; sales, and supporting assistance, The table is classified, although the same basic
information. was given in an unclassified form last year— except for programs for
1 a few countries in the Middle East,.

: (a) Why is this informatior. clagsified?

(b) Will you declagsify this information?

Answer: The data contained in the referenced table has been declassified with
the exception of the column reilecting FY 19738 approved CRA levels. This column
remains classified Confidential in that CRA alloeations have not been divnlged
to the countries concerned.

Question 4: Please provide a sftatus report on the implementation of Section
514 of the foreign Assistance Act of 1971, including an estimate of the arnounts
expected to be received in FY 1973,

Answer : With the exception of countries specifically granted an exemption, all
recipients of grant military ussistance have agreed to make the ten percent
deposit requirement. Seven countries, many of which are on the excess currency
list, have been waived on the grounds that sufficient local currencies are available
to meet all official costs without the ten percent deposit (Section 514(b)). Tn
addition, three countries have h2en exempted on the grounds that military
assistance is provided in exchange for the use of military bases by the T.S.
(Section 514 (¢) (1)) and the President has exempted two countries on the grounds
that this is important to U.8. naticnal security (Section 614(a)).

In mid-November the first billings under the ten percent deposit requirement
covering the period February 7 through June 80 were sent to 82 Embassies for
transmittal to recipient countries. When full payment is made we will receive
$380.000 in local currency. The relatively small amounts subject to eollection
nnder Section 514 reflect the fict “hat nearly 80 percent of the FY 1972 program
was ordered prior to Fehruary 7. 1972, when the new loeal eurrency deposit pro-
vision became law. Billings for th: first quarter of FY 1973 were sent for trans-
mittal on February 2, 1973. Tt is anticipated that total collections for fisczl vear
1973 will be about $11.2 million, This amount should be fully collected by the
end of this calendar year. Wa have decided to bill training only countries in
FY 1973 on san annual basis because in our opinion the added cost of quarterlv
collection for these countries (about 5 pereent of total anticipated collections)
exceeds our estimate of interest lost to the T.S. of annual billings.

Collections of local curreney as of January 81, 1973, totaled $81,107. Tn some
cases, the recipients have requasted a more detailed breakdown of the ascistance
furnished by commodity and military service. To a certain extent. these problems
have delayed recipient local currancy deposits.

Question 5: List all MAP recipients where the U.8. purchased local currency
in FY 1972 and so far in FY 197% to meet U.8. expenditures in those countries.
Please indicate the amount purchased in each year. For the non-excess countries,
what are our estimates for FY 1974?

Answer: The attached tables show the amount of local currency purchased by
the United States in both F'Y 1972 and the first half of F'Y 1973 as well as projec-
tions for FY 1974 for each MAP rccipient. The FY 1973 figures include purchases
of local currency by civilian disbursing officers only. Tigures for military
purchases of local currency are not readily available at this time.
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U.S. LOCAL CURRENCY PURCHASES IN TRAINING ONLY COUNTRIES

Itn millions of doltars)

1st half,

fiscal year

973 by

civilian
For fisca! year disbursing  Estimates for
1972 officers only 1 fiscal year 1974

13. 537 (2) 6.895
.914 0.700 1.592
.123 None . 597
. 695 .270 . 704
e 3,863 2.283 1.890
e e 23.200 9.992 13.380
...... 34.521 19.218 59. 321
______ 3.566 2,500 . 819
________ 9.416 2.740 7.960
________ 7.049 3.349 6
______ 6. 526 2.915 13.750
Venezuela._______~ 5. 894 2,475 4,190
East Asia and Pacific: Malaysia. .. Z T ITIITITIIIIT s 2.895 1.661 2,927
Near East/South Asia:
Afghanistan..._________._____ 1. 180 . 1.697
Lebanon____ 2.246
Saudi Arabia____ T TTTTTTTmTmm -
Europe:
Austria
Finland_

1 Estimates of focal currency purchases by military disbursing officers not available at this time,
2 Unavailable,

U.S. LOCAL CURRENCY PURCHASES IN WAP EQUIPMENT AND TRAINING COUNTRIES t
{In millions of dollars)

st half,
fiscal year
1973 by
civilian i
For fiscal year dishursing  Estimates for
1972  officers only 2 fiscal year 1974

Africa:
Ethiopla..___._______ . 13. 304 2.970 13.021
Latin America:
Bolivi 9.645 2.090 9.418
Chil .616 . 268 .668
13, 008 .722 7.167
222 1.043 3.482
6.667 5.900 7.271
1.337 1.176 1.906
1.159 . 289 493
14.762 1. 500 16.238
- .. . 79.275 None 87.202
Indonesia..__.___ i .517 None None
Philippines..... 1T 87.353 49,630 96, 083
Thailand..._... 2 LT 89.190 6. 420 98.100
Near East/South Asia:
OTQR e 2,150 . 462 2.365
Turkey..__ R 5. 558 None 8,715
Europe: Spain_ . 11ITTTTTT e 59,710 2,200 65. 630
IO e 387.473 74.670 417.807

o 1ys. dollars are used to purchase goods and services in Panama and Liberia. No local currency purchases are made
in these countries,

2 Estimates of lacal currency purchases by military disbursing officers not available at this time,

\
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Question 6: How many recipients of U.S., assistance provide economiec oOT
military aid to other countries? Plzase identify these recipients of U.8. aid and
madiente the amount they are providing {o other countries. '

Auswer : ifteven (11) countries which are recipients of U.S. assistance have
heen identified as providing econoraic assistance, military aid, or both to other
countries. However, this listing gshould not be regarded as definitive due to the
nauecity of availgble information regarding the assistance activities of Less
Devel ped Countries (LDC'8). )

rarnal and the Republic of China {ROC) have provided assistance to tae
eyeatest number of countries, multiplying the impact of their relatively modest
programs through the use of technical advisors. Saudi Arabia is the largest
donor in doilar terms, although the scope of Saudi assistance activities has
been restricted in the main to the Acab world.

Following, by region, is a listing of recipients of U.8. assistance which have
nid programs of their own:

1 TROPE

Ausirig.—Austrian official econnmic assistance amounted to $10 million in
1971, These eontributions went largely to multilateral organizations such as the
wWorld Bank and United Nations programs.

Finland. —kinland’s otficial development assistance, which congist exclusively
of grants, amounted in 1971 to $18 million. Contributions to multilateral orga-
nizations, mainly to the World Bank and United Nations, accounted for $10 mil-
lion of the total aad bilateral assistanee for §3 million. .

Spain.—-Spain extended to LD(’s in 1971 %25 million in export credits, as
well g making modest contributioas to UN agencies, In addition, §pain rendered
some technicnl assistance to Latin American aund African countries.

NEAR BAST AND SOUTH ASIA

Indig.—India provided in 1971 and 1972 a sizable amount of aid to Bangla-
desh, chiefly in the torm of compiodity aid, and extended n new credit line of
8 itlioi to S Lanka (Geylon). In addition, India has provided RBangladash
with miiiiary equipment and trabing, and ias assisted in mine-sweeping opera-
{ions.

Tsrael—-Israel is believed to allocate about $10 million nnnually for foreign
assistance, about haif of which goes te African countries. All told, Israel has
provided assistanee to over 70 coantries, including a few commnunist ones, prin-
eipally in the form of technical assistance. However, the number of recipients
of Isvacli aid has declined in recent years, resulting in part from a deterioration
of relations with some African counteies of which a notable example is the case
of Uganda. lgcael also has a well-developed military sales system.

Jordan—Omen and certain of the United Arab Emirates have received small
quantities of sarplus arms as well as military advisors from Jordan.

Pakistan——Nembers of the Pakistsni armed forces have sorved as advisors
and technicinns with the armed forces of Saudi Arabia, Kuwait, Abu Dhabi, and
Oman. ‘Lhe level of this assistance declined during the 1971 Indo-Pak war, but
ig ongce again increasing.

Saudi Arabig.-—Since the end of 1967, Ssudi Arabia has made available some
$150 million annually in grants to Jordan and Egypt mainly for budget support.
Sawli Arabia has also made 07 offered loans or grants to the Yemen Arab
Republic, Omurp, Pakistan, Tunisia, Jomalia, Uganda, and other states with siz-
able Muslim communities, Tota. giants or loans from the Saudis since 1967
amonnt Lo neariy oue billion dollars. ’

(iroece ~—Gresce provided airerevs {raining to small numbers of Arab air
faree personnel at Greek facilities. '

FAST ASIA

Republic of Uhina.—The Republi: of China tollows Israel in terms of being
active in the greatest number of countries, with technical assistance missions in
23 countries. This is a decline of 11 from the high-water year of 1970 whern the
GRC had techuical assistance missions in 24 countries. In addition, the GRC has
provided small amounts of financial support and arms to insurgent groups operat-
yne in countries on the periphery of the People’s Republic of China.
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SOUTH AMERICA

Brazil—A newcomer among aid donors, Brazil is estimated to have provided
economic assistance totaling $70 million by mid-1972, with the largest recipient
being Bolivia. Colombia, Ecuador, Peru, and Venezuela are also reported to have
received assistance from Brazil. A portion of the $13 million to Bolivia is reported
to consist of surplus military equipment.

Question 7: Has the Executive Branch in the last two years dropped any coun-
tries from the list of those receiving grant military aid? If so, which countries?
How much has been saved ? Have any countries been added in this same period?
At what cost?

Answer:
Dropped Added ¢
Fiscal year 19721 _ . oo e cmmmmmmmmc e mmmmemmmmeaseaeeaomaaos Burma
Sri Lanka None.
- Equador
Fiscal year 1973 2. o comeercememm e ccmmmmmceceeemrnesesemmn e ran Sri Lanka.3
Greece 4 Thailand.?

1 Assuming that the programs for these countries had continued at the level of the preceding year, the savings would
have amounted to $3,357,000,

: !I_ftk_le. prugrlam had materialized as planned, we would have saved $2,142,000.

raining only.

- 4 Although the fiscal year 1972 program as currently planned will be carried out, the effective date of Greece's curtailment
of grant aid is Jan, 1, 1973, :

5 Shift from MASF to MAP. .

¢ The fiscal year 1972 program for both countries is estimated at approximately $30,000,000,

Question 8: Last year several Members of Congress proposed that funds be
taken from military assistance to finance a naval training facility at Key West,
Florida. . ’ :

Did the Administration support that project? What is its current thinking
about such a project? Is a training facility of this type needed?

Answer : The Adminisration did support the planning for the Naval Training
Facility at Key West, Florida. However, during the budget review of submis-
sions from all executive branch agencies, the decision was made by the Adminis-
tration not to use the funds for the Key West Naval Training Facility in the
interest of holding Federal outlays for FY 1973 to $250 billion.

The U.S. Navy believes that a training facility of this type is needed. Latin
American governments are purchasing ships, aircraft and other naval associated
equipment as well as participating in Joint exereises with the:U.8., Navy. This
activity by the Latin’ Americans will create increasing demands for U.S. train-
ing and doctrine. :

Question 9: How many naval training facilities does the U.S. Government
support? Where are they and how much do they cost annually? Are these facili-
ties available to Latin American naval personncl under the MAP Training Pro-
gram? How many Latin American naval personnel have received training at
these facilities? How many are currently enrolled? :

Answer : The U.S. Government supports about 75 naval training facilities in-
cluding professional training schools, specialized training facilities, flight train-
ing and the Service Academy, all in the Continental U.S.

Most of these schools are concentrated at U.S. Navy facilities on the Bast and
West coasts. Total O&M funding for the schools is approximately $255 million
annually.

All facilities are available to Latin American naval personnel except those
devoted exclusively to instruction on classified subjects in which the foreign navy
concerned has no security clearance and/or no “need to know” (e.g., Nuclear
Power School).

For the fiscal years 1964 through 1973 (projected) 4,882 Latin American naval
personnel has received training at the CONUS facilities.

There are 72 students currently enrolled.

In addition to training being conducted in the United States, there is a small
training detachment in the Canal Zone which trains approximately 150 Latin
American personnel in basic naval skills annually.
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Question 10: Please supply information concerning the total cost (by expense
category) to the United States for South Korea’s participation in the Vietnam

conflict.
Answer: The cost to the United Stutes for South Korea’s participation in the
Vietnam confliet is «shown below :

I millions of dollars]

Fiscal years—

Cost category 1966-711 1972 1973
fAilitary personne! 92.8 64.9
3perations and maintenarce ?g?‘ ﬁé

t . .
rocuremen s ot

1 Breakout by expense category not avaitable,

Question 11: Why isn’t aid to Bangladesh funded out of the regular economic
aid categories—development loans and technical assistance—now that the emer-
gency situation brought on by tbe war is over? Why should one country be
singled out for a special appropriation? Isn’t this a way to get more money
from Congress and spread the regular aid program further?

Answer: Aid for Bangladesh beginning with FY 1974 is proposed to come
from the regular Development Loan and Technical Cooperation categories. The
period from Independence through June 1978, approximately 18 months, was
seen by the United Nations, and a:cepited by the United States and others, as a
period of relief and rehabilitation on &n extraordinary scale before more normal
tievelopment activity, and finanein;z, eould be resumed. The scale of destruction
and disruption and the urgency of the need were such that regular aid cafe-
gories were not appropriate means of responding to pressing requirements.

The response by the United States and by others has been on an extraordinary
scale, suited to the massive needs. Over $1.1 billion has been committed so far
from all sources' during this transitional period, including some $320 million
from United States Government funds. both from P.L. 480 and from the special
provision in the Foreign Assistance Act added at the initiative of the Congress.
Aid at this generous level is neither required nor expected when, beginning
with FY 1974, the unusual relief and rehabilitation phase is substantially coin-
Pleted and regular development begins.

Question 12: What is the current policy concerning military grants and or
sales to Pakistan and India? Is any consideration being given to changing that
policy?

Answer : Regarding South Asia, ‘we have maintained the embargo on the ship-
ment of military’ items imposed in 1971. This policy remains under review.

Question 13: It was reported recently that Greece has decided that it does
not want any more grant military aid from the United States.

fe) Why did Greece take this initiative? Why didn't the Administration
cut off grant aid if it was no longer needed instead of waliting for the Greek
government to act?

(b) Will the homeporting arraiagement with Greece bring in as much in
dollars as we now give her in grant aid? .

Answer (a) It is the announced intention of our government to reduce and
ultimately eliminate grant military assistance programs as recipient countries
hecome incrensingly able to assume a greater share of the financinl burden of
their military requirements. We are in regular consultation with the GOG con-
cerning the U.S. :nilitary assistance program as well as other matters of our
mutual seeurity interests, so they are naturally aware of the directjon of our
thinking on this matter. In particular. the Greek Government understood that
we planned to terminate the materiel portion of our grant military assistance
program for that country in the noaar future, and accordingly they decided to
forego the small simount of such aid that they could reasonably expect to re-
¢eive before the program’s termination.

Answer (8) Acenrding to Departinent of Defense estimates, the recurring ar-
nunal expenditures entering balance of payments computations and attributable to
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the homeporting program in Greece will be about $11.8 million. Grant aid pro-
grammed for Greece was $20 million in FY 71, $9.9 million in FY 72, and $6.7
million in FY 73.

Question 14: Is it not true that the principle reason that such a high propor-
tion of grant military assistance to the Philippines is being devoted to invest-
ment costs because of the inadequate funding in previous years by the Philippine
Government of its own defense budget as a result of which the U.8. has had to
pay higher “0” costs in previous years than originally planned and has had to
postpone investment costs?

Answer: It is correct that the Philippine Government has had difficulty in
providing sufficient funds to meet all of the requirements of its defense in pre-
vious years. This is primarily because the Philippine Government has chosen to
devote a major portion of its available revenues to socio-economic programs.
While the Philippines has budgeted its financial support for the Armed Forces
and economic and social development projects as wisely as it can, the unfortu-
nate fact is that sufficient funds to fully meet both objectives have not been
available.

The United States Government has attempted to partially rectify this short-
fall through our Military Assistance Program. It is in the U.8. national inter-
ests that the Armed Forces of the Philippines (AFP) be adequately equipped,
maintained and trained because of the historic and continuing importance of
the Philippines as a U.8, ally in the Western Pacific and because of the important
role played by the ATP in preserving internal security and stability in the
Philippines.

Successive Philippine Administrations have sought increased military budgets
with varying degrees of success. The Philippine Government realizes that there
will be an increasing requirement for higher appropriations for operations and
maintenance costs as U.S. MAP expenditures for operations and maintenance
are reduced in favor of a higher proportion of investment items in accordance
with our current worldwide MAP policy.

This policy envisions that foreign countries should, wherever possible, pay
the operations and maintenance costs for their armed forces and, that the most
effective use of U.S. military assistance funds normally is achieved by provision
of investment items such as aireraft, communications equipment, vehicles, patrol
craft, ete.

Question 15: The Bxecutive Branch request for military aid to Korea is for
implementation of a Five-Year Modernization Plan, The Committee staff has
attempted to obtain a copy of the agreement—or agreements—with Korea con-
cerning this plan, but thus far without success. Will you provide the text of
the agreements to the Committee?

Answer: Agreement with the Korean Government concerning the Moderniza-
tion Plan was recorded in a joint statement (copy attached) initiated and is-
sued on 6 February 1971, announcing the completion of satisfactory talks on
mo%ernization of the Korean Armed Forces and the reduction of U.S. Forces
in Korea.

In the U.S./ROK Joint Statement the U.S. agreed to assist the ROKG In its
effort to modernize its defense forees through a long-range military assistance
program on the basis of joint U.S./ROK military recommendations. Consulta-
tions between the two governments on the reduction of U.S. troop strength in
Korea by 20,000 and on the subsequent repositioning of Korean and U.S. troops
also have been concluded In a sprit of mutual understanding and close coopera-
tion. Reductions in the level of U.S. troops in Korea do not affect in any way
the determination of the USG to meet armed attack against the ROK in accord-
ance with the Mutual Defense Treaty of 1954 between the ROK and the U.8.

UNITED STATES-REPUBLIC OF KOREA JOINT STATEMENT ON U.S. TROOP REDUCTION AND
KOREAN MILITARY MODERNIZATION

The Government of the Republic of Korea and the United States Government
have completed satisfactory talks on the program for the modernization of the
Korean armed forces and arrangements for the reduction of U.8. forces in Korea.

The United States has agreed to assist the Government of the Republic of Korea
in its effort to modernize its defense forees, through a long range military assist-
ance program on the basis of Joint United States-Republic of Korea military rec-
ommendations. The Korean Government notes with satisfaction that the United
States Congress has approved $150 million as supplemental funds for the first
yvear portion of the said modernization program.
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Consultations between the iwo governments on the reduction of U.8. troop
strength in Korea by 20,000 ar.d on the consequent repositioning of Korean and
U.8. troops also have been concluded in a spirit of mutual understanding and close
cooperation.

Reductions in the level of United States troops in Korea do not affect in any
way the determination of the United States Government to meet armed attack
againse the Republic of Korea in sccordance with the Mutual Defense Treaty of
1954 betweea the Republie of Korea and the United States.

Annual security consultative meetings to be attended by foreign and dofense
officialy of both governments at a hi gh level will he held fo assess the nature of the
militavy threat directed agains: the Republie of Korea. In such discussions, over-
all capahilities to defend against tha threat will be evaluated.

Question 16: Was the so-called IMve Year Plan for modernizing the Korean
arme:l forees at a cost of $1.5 billion the quid pro quo for Korean agreemant to
the withdrawal of a U.8, divis'on from Korea ? Why was a commitment of such
magnitude made without prior consultation with the Congress?

it the Mxecutive Branch does not consider this to be 1 “commitment” in the
amount of $1.5 billion, why were members of the Committee staff informed by
Embassy officials during a recent wisit to Korea if the Military Agssistance Pro-
gram for Korea for FY 1973 were fally funded, approximately $570 million would
be required o complete the Five Year Plan on schedule?

Answer: The Five-Year Plan for modernizing the Korean Armed Forces at a
cost of $1.5 billion was not a quid pro quo for Korean agreement to the with-
drawal of a U.S. division from Korea. The modernization was not compensation
for the 20,000:man force reduction but was simply a question of deciding what the
Koreans nreded to make them capable of meeting the threat from the North in
tight of the 11.8. withdrawal. The program for modernization of the Korean
Armed Forees is an objective program ard subjeet to Congressional approval of
the necessary funds.

Briefings were presented to the Congressional Staff, at their request, to reflect
the status of the H-year modernizstion effort. This briefing stated that if fully
funded in FY 73, a total of approximately 3370 million wonld be required in FY
T4-75 Lo complete the effort on schedule,

Question 17: If the Koreans require additional jet fighters under the military
assistanee programs, why did the U.S. Gevernment insist that the Koreans turn
over their pregent F-5A alreraft to the South Vietnamese?

Auswer : Koren was one of three sources from which the 10.8. Governnient re-
aequired ¥-HA aireraft for traisfer to South Vietnam fo rommplete quickly the
Vietnamization Trogram. We bolieve the rapid completion of this program, was
most signifieant in making possible a cease-fire in Vietnam and, in addition,
plays an impertant role:in our efforts to ensure a durable peace in the area.
fiv refurn, one squadron of F—4"1s was bhailed to the ROKG in order to resfore the
air defeanse ggp created by trinsfer of the F-BA’s. Within approximately 86
moiths, it is oanr intention to return these F-BA’s to the ROK®G or to replace
them with I-3E's. )

The udditional F-5R’s (referred to in the question) are reguired eventually
to replace Tour squadrons of obsolete I'-&6 aircraft now in the ROK invertory.
Replacement of these F-86's is an objective of the modernization effort.

(uestion 18: What is the requirément and the authority for the payment by
the United States of “severance pay” to Korean troops returning from Vietnam?

Answer: The U.S. Government ie not obligated to, and does not, payv ‘“sever.
ance pay” to Korean troops returning from Vietnam. Under the Brown Memo-
randum of 4 Mareh 1966, however, {he .8, i obligated to pay the net additional
won costs for the “reconstituted forces”: i.e. those forces set up in South Korea
to maintain vhe defense capability of the Republic of Korea’s armed foreen fol-
lowing dispateh of the second Korean division to South Vietnam. These addi-
tional costs for the reconstitutel forces do include severance pay.

(Question 19! Is it true that research and development costs for a new coastal
interdiction ard patrol boat for Kovea ave being paid from MAP funds? Was
authorization reqnested for this use of MAT finds?

Answer: The Coastal Patrol Interdiction Craft (CPIC) was conceived as a
fast small combatant eraft to orovide Korea (and other nations) faced with
high-speed seaborne inflltration and smuggling problems a eapability to counter
that threat. Development of tha hoat was to have been funded in the ARPA
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RDT&E account. No other U.S. in-inventory or production boat satisfied the
peculiar operational requirement that evolved from the Korea situation.

During testimony before the House Armed Services Committee (HASC) in
May 1971, Dr. Lukasik of ARPA reported to the HASC that CPIC development
was included as part of the $10.0 million request for “Overseas Defense Re-
search.” The IASC report on the FY 72 Authorization Bill cut this $10.0 million
from the ARPA budget and stated “The Committee is of the opinion that this
program should more properly be included in the Military Assistance portion of
the Foreign Aid Bill.” DOD subsequently reprogrammed MAP funds o meet the
COPIC requirement. A total of $4.95 million RDT&E for CPIC has been funded
under MAP. Section 503(a) of the Foreign Assistance Act is the authority for
providing this “defense service” under MAP.

Question 20: Is it true that the U.S. F—4 aircraff which were sent to Korea
after the Korean F-5's were sent to Vietnam are being leased to the Koreans?
Is it true that the costs of this lease are being paid out of MAP funds? What is
the suthority for the use of MAP funds to pay ourselves for the lease of these
aircraft?

Answer: One squadron of F—4 aircraft was bailed* to the ROKG as part of
the agreement that sent F-5’s from the ROKAF to South Vietnam. Bailment costs
are heing paid from MAP funds in accordance with the requirements of section
632(d) of the Foreign Assistance Act, which requires that MAP reimburse a
Military Department for assistance furnished under Part II of the Act by, or
through, such agency in an amount equal to the value of the articles or services
furnished, plus expenses arising from or incident to operations under Part II.

Question 21: The Committee was informed by the State Department and the
Defense Department that the Koreans had agreed to absorb an additional $210
million of their own operating and maintenance costs over the next five years.
The Committee was never informed—and learned only through its own investi-
gation—of a seeret arrangement whereby P.L. 480 assistance is being used to
“offset” over half of this cost. Was this necessary and why was this concealed
from the Committee?

Answer : The P.L. 480 “offset” assistance was not a secret arrangement, and
there was no intention to conceal this information from the Congress. The details
on this offset program were given on more than one occasion to GAQ investigators
and, in fact, appear in Chapter 4 of a forthcoming GAO report on “T.8. Assistance
for the Beonomic Development of Korea”. Under the provisions of the Brown
Memorandum, the “MAP Transfer Program” for Korea was suspended as part
of the quid pro quo for the dispatch of Korean Forces to Vietnam. The I.T. 480
offset assistance was provided to the ROK to enable it to assume a larger defense
purden by resuming the MAP transfer program. This was considered in the best
interests of the U.S. Government,

QUESTIONS SUBMITTED -BY SENATOR MCGOVERN AND RESPONSES OF MR. TARR,
DEPARTMENT OF STATE

Question 1: What is the Administration’s current view on transfers of military
supplies to Pakistan?

Answer: Our existing embargo precludes transfers of military supplies to
Pakistan.

Question 2: What rationale could there be for restoring these transfers?

Answer : It is not presently possible to predict the specific changes in condi-
tions which would lead to a lifting of the embargo.

Question 3: Could you supply information on any third country transfers of
arms to Pakistan (within the terms of Section 9 of the Foreign Military Sales
Act) since the moratorium on shipments was imposed?

Answer : The information referred to is classified and in the Committee files.

Question 4: How do the Indians feel about the idea of us resuming arms
shipments to Pakistan? .

Answer : As you know the Indians over the years have never been very happy
about military assistance or sales by the U.S. to Pakistan. This point has been
underscored in recent months on & number of occasions by Indian officials speak-
ing in the Indian parliament and elsewhere.

1tBalled, 1.e. “loaned” under the authority of section 503(a) of the Foreign Assistance
ct. R )
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Question 5: A distinguished new Ambassador to India, Mr. Moynihan, has
Just been appointed. Wouldn’t any resumption of arms shipments place a tarrible
burden ¢n him as he attempts to repair our damaged relations with India?

Auswer: As we have already indicated, the question of resumption of arms
shipments to Pakistan is a hypothetical one whieh I don’t think is useful to dis-
cuss at thig time. Our embargo or: exports of military equipment to both India
and Pakisten remaing in effect while our review on this matter continues.

Question 6 Wouldn’t any resmicption of arms shipments encourage Pakistan’s
continued refusal ro recognize Bangladesh?

Answer: An attempt to answer this would lead us into sheer speculation. Con-
ceivably, with the psychological boost provided by a withdrawal of the embargo,
Pakistan might feel itself strong enough to be demanding. Conversely, the boost
might give it the contidence to accornmodate more easily.

Question 7: In light of the rccent history of the region, and the fact that India
is, at least in terms of physical capabilities, the primary power in South Asia,
don’t vou think a resumption of arms transfers to Pakistan could tend to de-
stabilize the situation, rather than bring stability ?

Answer: An attempt to answer this question now leads us again into specula-
tion about hypothetical situaticns.

Question 8: What broad fcreign policy objective would arms transfers to
I'akistan help achieve-—do we have a policy of attempting to maintain a military
balance against a neutral country, i.e., India?

Answer: As we have already indicated, the question of resumption of arms
shipments to Pakistan is a hyrpothetical one which I don't think is usefu! o dis-
cuss at this time. Our embargo on exports of military equipment to both India
and Pakistan remains in effeet while our review on this matter continues,

Question 9: I have recently seen a renort that at the present time, 1..3. aid
accounts for some 90 percent of all expenditures of the government of South
Vietnam, wien all forms of assistance are considered. Could you comment on
that?

Answer: 'That is n considersble overstatement. Direct TR, hudgetary assist-
ance was 26 percent of the fotal Scuth Vietnamese hudget in QY 1970. 24 percent
in CY 1971 and about 25 percent in CY 1972 This was provided through local
currency generated by the sale of I"L. 480 (Title I) and some CIP commodities.
Twenty percent of P.L. 480 sales is reserved for U.8. uses.

Tmport taxes are an important source of revenue to the South Vietnamesa gov-
ernment. The U.S. helps to finance these imports through AID’s Commercial
Import Program. Further, the official U.8. purchase of Piasters, largely by the
Department of Defense, for needed loea! goods and services, has been an im-
portant source of foreign exchange for Vietnamese imports. While this iz not
direct budget support, the import tax revenues were made posgible, in large part,
by foreign exchange resulting from U.S. activities and U.S. assistance. It this
is added to the budget support above, the total percentages would be 51 percent
in CY 1970, 49 percent in CY 1971 and about 47 percent in QY 1972,

Question 10: T understand the AID Budget for Fiseal 1974 neludes funds for
new prisons, prison staff and training for South Vietnam, as well ag more aid
to Public Safety programs. In light of the Paris Agreement---which could be
read to prohibit aid of thig kind-—will these funds be dropped ?

Answer: We once eonsidered <wo 11.8. direct hire Public Safety Advisors nnder
TTSATID/Vietnam's Correction Center Proiect in WY 1974. However. this project
will be terminafted at the end of FY 1973 and no funds have been requested for
any activity in the areas of penology or prisons.

In compliance with the terms of the Peace Agreement. we now plan to termi-
nate Public Sufety in-country training and advisory efforts to the National Po-
lice. Some TU.B.-training and commodity support, on a “one-for-one” hasis in
keeping with the terms of the treaty, may continue.

Details of these programs will be outlined in our presentation to the Congress
of the T'Y 1974 program. .

Question 11: There have heen a great many reports in the press to the affect
that rather than loosening up s)mewhat and seeking to broaden his base, Presi-
dent Thieu has heen clamping down even tighter on the civil liberties of the
Vietnamese people against the ndvice of our own experts. I have two auestions
on that:

(@) Tsn’t this inconsistent with the spirit of the Paris Agreement?

Answer: Regarding the agreement itself, its Article IT is the pertinent pro-
vision. Xt states that the two South Vietnamese parties will, immediately after
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the cease-fire, “achieve national reconciliation and concord . . . fand] ensure the
democratic liberties of the people,” Two points should be noted about this article ;
first, it is the two South Vietnamese parties, and them alone, who must make
these provisions of the Agreement meaningful; and, second, given the fact that
the parties have been engaged in & violent war for over two decades, we car}not
reasonably expect to see this done without at least initial difficulties, recrimina-
tion and obstacles. Nonetheless, talks are proceeding in a two-party context in
both Baigon and Paris. Arrangements have now been made for substantive politi-
cal consultations between the GVN and the PRG to take place in France between
March 5-10. We are hopeful that the South Vietnamese can move, in these private
discussions, toward resolution of the issues posed by Article 11 and other difficult
problems.

() Is there a prospect that we will attach any conditions to our continued
aid, to prevent Mr. Thieu from sabotaging the agreement?

Answer: We do not agree that President Thieu ig “clamping down” on his peo-
ple, or that he is “sabotaging” the Agreement. As indicated above, the opening
phases of internal negotiations can be expected to be slow and difficult as the
two South Vietnamese parties, following years of armed conflict, enter hesitantly
and warily into political discussions. Both sides have reasons for entering this
new period with caution. (The “political prisoners” issue is a good example of
this, involving not only the GVN-held “comimunist offenders” but as many as
40,000 civilians which the Government of Viet-Nam eclaims were abducted by
the Viet Cong.) We do not see the question as one of “sabotage”, but of the two
parties’ accepting the Agreement and building on it.

We would also note that President Thieu, far from narrowing his political
base, is in the process of reaching out, energetically, to diverse parts of the
Vietnamese political and religious communities. Hig new “Popular Front” con-
tains a broad spectrum of elements, including independent and opposition figures.
This is the kind of political activity that we foresee taking place as the parties
move from military to political confrontation.

Given what we believe to be the relatively encouraging opening weeks of the
Agreement and a satisfactory performance by the GVN under the circumstances.
we do not foresee the necessity for imposing such conditions on U.S. aid as are
mentioned. Furthermore, much of the aid will likely be devoted to ungquestionably
humanitarian ends, such asg refugees, other war victims and veterans,

We believe that it is the intention of all parties to the Agreement to respect
its provisions. All our efforts are geared to facilitating that result.

Senator Prarson. The next witness will be Prof. George Kahin of

Cornell University, representing the Friends Committee on National
Legislation. Professor, you are at Cornell University,

STATEMENT OF PROF. GEORGE KAHIN, CORNELL UNIVERSITY,
FRIENDS COMMITTEE ON NATIONAL LEGISLATION

Mz, KamiN. Yes, sir.

Senator Prarson. You speak today for the Friends Committec on
National Legislation, and we are pleased to have your testimony.

Mr. Kawrn. Thank you, Mr. Chairman. '

My name is George Kahin, and T have been concerned with the area
in Southeast Asia for a good many years. During the course of the last
year I visited both North and South Vietnam. This was the sccond
occasion with regard to the north.

May I ask, Mr. Chairman, that since T want to abbreviate my testi-
mony that the whole statement be inserted into the record ?

Senator Prarson. Yes, of course, that will be done.

Mr. Kamiw. Thank you.

NEW SITUATION CREATED BY PARIS ACCORDS

In signing the January 27 agreements in Paris we have been party
to the creation of a new situation in Indochina and, although the bill
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before you, Mr. Chairman, was again introduced after the Vietnam
ceaselire was scheduled to begin, 1t is similar to the original bill re-
quested by the administraticn last year. In this new situation it seems
to me we must look at the old legislation in a new light.

Heretotore, the questions Congress faced had to do with the appro-
priateness of requests of the administration for funds to maintain
Nguyen Van Thieu’s political power in the south and to enable him
to wage war.

Surely now the question is what effect will this aid and the condi-~
tions under which it is granted have in supporting the term of the
Paris Accords and in insuring that the United States does not again
become involved in militaryaction in Indochina.

DANGER OF POLICY OBJECTIVE OF KEEPING THIEU IN POWER

American assistance programs for South Vietnam in the past have
been very much concerned with the priority objective of maintaining
Thieun in power, and I see nothing to indicate that this is not still. the
case. 7 that indeed continues to be our top priority, I submit that. the
dunger of our reentry into war in Indochina is very great.

The essence of the political provisions of the Paris Agreement are
to transfer the competition for power in South Vietnara from ore of
mifitary steugele to one of peaceful political competition, But that
objective is quite incompatble with an American aid program that
holds fo keeping Thieu in political power as its major objective.

0 long as 'Thien continues to understand, as he clearly does teday,
that this continues to be the administration’s policy, and so long as he
knows that he retains the ability to call upon American air power if
o coase-fire does not hold, he cannot be expected to abide by the formula
of peaceful competition outlined in the Paris Agreements, particu arly
those embodied in the provisions of article 11.

Thien views political corapetition as a danger because he fears the
political attraction that both the ncutralists and the NLF can exert
among the people of South Vietnam. He and his top generals know
that their best prospect for staying in power depends upon sustaining
a military struggle supported by the United States.

Thieu has the capacity to provoke a complete breakdown of the
cease-fire, either directly by military action or through blocking the
central political features of the Paris settlement, and on the basis of
the record so far one must expect that he will do his best to provoke
such a situation.

U.S8. RESPONSIBILITY CONCHERNING POLITICAL REQUIREMENTS OF PARIS
AGREEMENTS

Withont the undergirding of a tolerably viable political settlement,
no cease-fire between the Vietnamese parties can possibly endure. Hav-
ing insisted upon a cease-fire unaccompanied by a genuine political
settlement the United Staces has a particular responsibility to help
insure that the political requirements of the Paris Agreement are not
ignored, so that a lasting settlement can be secured.

Indeed, it is only the United States that has the leverage to make
Thieu respect those requirements. Because the Communists regard
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implementation of these political features as in their interest, it is
extremely unlikely that they will do anything to sabotage the agrec-
ment if there is any chance that these provisions will be carried out.
But Thieu has already made it quite evident that he is not disposed to
do so and, in fact, he 1s already in the process of defying and sabotag-
ing some of those elements of central importance. For him to release
political prisoners, those thousands still imprisoned who are non-
Communist as well as those who are from the N LF, to do that is to
threaten his own political position. Whercas the NLF is not afraid of
permitting a major political role to third-force element, and they are
probably the most numerous group in South Vietnam, Thicu is afraid
to have them as political opponents in any such context as is outlined
in the January 27 agreements, with their provisions for freedom of
speech, assembly, organization, movement, and domicile: '

Thus, after the signing of the Paris A greements Thieu has refused
to permit opposition elements the political freedoms that were stipu-
lated. Communist and non-Communist political prisoncrs remain
locked up, and he has ordered the arrest of pro-Communist or
neutralist elements if they engage in political activities.

In addition, refugecs from Communist-controlled areas are to be
restrained forcibly from moving to non-Communist areas and ref-
ugees from Thieu’s areas are constrained from returning to their
homes if they are in Communist-controlled arcas.

Perhaps I think of as much immediate importance to Congress
are the restrictions that Thicu has placed on members of the American
press who endeavor to report on these matters in Saigon-controlled
areas, or who attempt to learn what is going on in NI.F—controlled
districts. Congress has surely learned that it cannot depend on U.S.
officials stationed in Vietnam to tell it what is actually going on there.
It must rely heavily upon the American press corps. But when Thieu’s
officials can with impunity refuse our correspondents permission to
travel and go so far as to threaten them with being shot if they try
to talk with even NLF and Ianoi truce teams, it is evident that Con-
gress runs the risk of operating blind.

If the essential political features of the agreement are not carried
out—in other words, if this conflict, in fact cannot be transferred
to the level of political competition—then the Communists will prob-
ably return to the battlefield, an outcome that Thieu, with his expecta~
tions of continuing American military support, would surely welcome.

Disabusing Thieu of that assumption is one means by which the
United States can induce him to adhere to the political features of
the agreement his government has signed. For he is, of course, crit-
ically dependent upon the still lavish military assistance and eco-
nomie support that the Nixon administration is continuing to make
available to him, some of which is in the bill before you today. A re-
gime whose military forces are still heavily dependent upon Ameri-
can advisers and technicians and which could not pay the salaries of
its army, police, or its civil servants without the funds still being pro-
vided and sanctioned by Congress can certainly be influenced by the
sanctions which this Congress can apply.

WIHAT CONGRESS CAN DO

Whether Congress continues to supply any or all of the $3.2 billion
total military and economic assistance scheduled for fiscal 19%3.
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whether or not it does. it will be intervening in the politics of South
Vietnam, and that despits article 4 of the Paris agreements that we
have just signed pledging us not to intervene in the internal affairs of
South Viernam.

(engress’ acquiescence to a continuation of this support with no
moro conditions than at present obtain would constitute not only a
massive endorsement of Thieu and his rule but would encourage him
to continue to violate the political as well as the military features of
the January 27 agreement.

1f Congress is not equipped to monitor the administration’s seasoned
bureaueracy in insuring that the flow of American aid remains con-
tingent npon Thieu’s respacting the political provisions of that agree-
ment, then another cowrse--and a much easier one—is available.
(‘ongress can insist that at least the major part of our financial support
flows throngh an international channel, whether it is a body set up
by the forthcoming international conference on Indochina or agencies
of the United Nations, and. certainly we must not be misled by verbiage,
by dressing up with the rubric of “postwar reconstruction assistance,”
a continuation of the existing pattern of aid ecalculated to msintain
Thieun in power. ,

I1 it is peace that we want in Vietnam and the assurance that our
aid henefits a majority of its population rather than Thieu and his
entourage, then 'we should not deceive ourselves by chanueling it
through AID and a bureaucracy wed to dominantly political objectives.

Moreover, as a condit’on for its continuing supply of economic
support, however this may be channeled, Congress can require concrete
evidence that the Saigon government is releasing political prisoners,
ending restrictions of political rights and of the movement of refugees
back to their homes. Certainly, it can insist that American newspaper-
men be given freedom to raove and report, for if they are denied this—
as is now manifestly the cuse-—Congress will be unable to gage whether
these requirements are being met, and will be almost completely
dependent upon the executive bureauncracy to tell it what is happening.

CONGRESS SHOULD EXERCISE ITS POWER OF PREEMPTIVE INITIATIVE

This Clongress has another means of inducing Thieu to live up to the
terms of the January 27 agreement. This leverage resides in a pre-
emptive initiative to deny funds for any reentry of American air or
other miiifary power in Indochina.

T.egislation such as has been cosponsored by Senators Church and
Case. wonld have some real prospect of limiting the President’s power
to hring American forces again into battle in Indochina; and. of para-
monnt. importance, it would disabuse Thieu of his assumption, and
this is of paramount importance, it would disabuse Thieu of his
assumption, his comfortable assumption, that the United States can
he countad upon to come %o his rescue with the might of our air power
if the cease-fire collapses. The advance provision that no Aracrican
Government funds can be vsed to finance the reinvolvement of U.S.
military forces in hostilities in or over any place “without prior, spe-
cific authorization by Congress” would notify him of the futility of
falsely alleging or actually provoking a cease-fire breakdown. For
under this provision Congress would have the opportunity of evaluat-
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ing the situation and deciding whether events justified what would, in
effect, be a new war, The Church-Case proposal opens an avenue for
Congress to exercise powers vested in it by the Constitution in a way
that in the context of contemporary circumstances is realistic.

In effect, it provides for Congress declaring a particular part of
the world off-limits to any American military intervention until it
should agree that action is warranted. While this sort of preemptive
initiative would clearly not be sensible vis-a-vis a country that can
pose a direet and immediate threat to the United States, such as a nu-
clear power, it makes eminent sense in regions which do not have the
military means to threaten the security of this country—such as Indo-
china. It is particularly incumbent upon Congress to exercise this ini-
tiative with respect to an area where the President has demonstrated
a consistent unwillingness to consult and work with it.

By insuring against any American reinvolvement in the Indochina
war without explicit congressional sanction, addition of the Church-
Case proposal to the pending legislation would make an essential con-
tribution toward restraining Thieu from sabotaging the presently pre-
carious Victnamese armistice.

Thank you, Mr. Chairman.

(Professor Kahin’s prepared statement follows:)

TESTIMONY OF GEORGE McTURNAN KAHIN OoN BEHALF OF FRIENDS COMMITTEE ON
' NATIONAL LEGISLATION

My name is George Kahin, I am professor of government and international
relations at Cornell University, and was director of the Cornell Southeast Asia
Program 1960 to 1970. I have engaged in research in Southeast Asia since 1948
and have visited Indochina on numerous occasions. In the course of the last
year I returned to both North and South Vietnam, talking with a wide range
of political leaders. Today I am speaking on behalf of the Friends Committee
which is widely representative of Friends’ groups around the nation, but does not
purport to speak for all Friends who cherish their rights to individual opinions.

The Foreign Assistance bill before you allocates U.S. military and related aid
to a great number of nations. I will be confining my comments primarily to In-
dochina and specifically to aid in South Vietnam, for which the Administration
is requesting some $585 million in security supporting assistance in this bill.

PARIS ACCORDS CREATE NEW SITUATION

The signing of the January 27 agreements in Paris has created a new situation
in Indochina in which the fighting is lessening and hopefully will come to a
complete halt. The bill before you was introduced February 8, after the Viet-
nam cease-fire was scheduled to begin, but is similar to the bill requested by
the Administration last year, In this new situation, it seems to me we must look
at the legislation in a new light.

Heretofore the questions Congress faced had to do with the appropriateness of
requests by the Administration for funds to maintain President Nguyen Van
Thieu’s political power in the South and the level of assistance to enable him to
waga war.

Now the question is: what effect will this aid, and the conditions under which
it is granted, have in supporting the terms of the Paris accords and in assuring
tﬁs}t the United States does not again become involved in military action in Indo-
china.

U.S. POLICY STILL LINKED TO THIEU

U.S. assistance programs for South Vietnam in the past have been very much
concerned with the priority objective of maintaining Thieu in power, and I see
nothing to indicate that that is not still the case. If that is indeed still our top
priority, the danger of our reentry into war in Indochina is very greaf.

The political priority of the Paris agreement is to transfer the competition for
power in South Vietnam from one of military struggle to peaceful competition.
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That objective iy quite incompatible with an American aid program that holds to
keeping Thieu in political power as its major objective. :

So long as Thieu continues te understand, as he clearly does today, that, this
continues to be Administration policy, and so long as he knows that he retains
the ability tc call upon American air power if a cease-fire does not hold, he cannot
be expected to abide by the formula of peaceful competition outlined in the Paris
agreements, especially the important provisions of Article 11.* .

Thiew views peaceful political competition as a danger because he fears the
political attraction that both tte neutralists and the NLF ean exert among. the
people of South Vietnam. e and his top generals know that their best prospects
for staying in power depend upon sustaining a military struggle supported by the
United States.

Thieu has the capacity to provoke 2 complete breakdown of the cease-fire either
directly by military action or through blocking the central political features c¢f the
settlement. On the basis of the record so far, one must expect that he will do his
utmost o provoke such a situation.

NEED TO ENCOURAGE CONDITIONS FOR PEACEFUL POLITICAL COMPETITION

Without the undergirding of a tolerably viable political settlement, no cease-
fire between the Vienamese parvies can possibly endure, Having insisted upon a
cegse-fire unaecompanied by any genuine political settlement, the United States
has a particular responsibility 1o help ensure that the political requirements of
the Paris Agreement are not ignored so that a lasting settlement can be attained.
Indeed, only the United States has the leverage to make Thieu respect ihose
requirersents.

Because the communists regard implementation of these political features as
in their interests, it is extremely unlikely that they will do anything to sabotage
the agreement if there is a chance they will be carried out. But Thieu has already
made it quite evident that he is not disposed to do so; and in fact he is already
in the process of defying and sabotaging some of those of central importance. For
him to release political prisoners—those thousands still in prison who are non-
communist a3z well as those who are from the NLF-is to threaten his own
political position.

‘Whereas the NLF is not afraid of working together with third-force elements
probably the most numerous group in South Vietnam —Thieu is afraid to have
them as political opponents in any context such as that outlined in the Janua:ry 27
agreement, with its provisions for freedom of speech, assembly, organization,
movement and domicile. .

THIEU'S CURRENT ACTIONS

Thus, after the signing of thai agreement Thieu has not only sent his air fforce
against known PRG areas where no ground fighting is taking place,® but in
government-controlled areas he has refused to permit opposition elements the
political freedoms stipulated in the agreement. Communist and non-communist
political prisoners remain locked up, and he has ordered the arrest of “pro-
communist or neutralist elements” if they engage in politieal activities, and rheir
assassination on the spot for “inciterent of pre-communist demonstrations” ; and,
in addition, refugees from communist-controlled areas to be restrained “forcibly
if necessary” from returning to their homes.?

T Article 11 of the Agreement states in gnrt: “Immediately after the cease-fire the
two South Vietnamese parties will . . . prohibit all acts of reprisal and diserimination
against individuals or organizations that have collaborated with one side or the other;
ensure the democratic liberties of the people: personal freedom, freedom of speech,
freedom of the press; freedom of meeting, freedom of organization, freedom of polltical
activities, freedom of bellef, freedomn of movement, freedom of residence, freedom of
work, right to property ownership, and right to free enterprise. .

12 It is this group——aligned with reither the NLF nor Thieu-—that is the major vietim
of the Taris Apreement; the Uniled States has not imposed a coalltion government
(wherein this group might have played a major role) but it has—as it has done in pre-
vious years-—iwmposed a political polarization wherein those in the middle of the political
spectrum are denled any real politieal role.

? See. for instance, Newsweek, Foeb, 19, 1973, Gannett News Service, Feb. 15, 1973;
CBS Evening News, Feb. 6, 7, 1973; Washington Post, Feb. 8, 1973; A.F.P,, Jan. 28
1973 ; Chicago Tribune, Feb, 12, 197%.

¢ Bee, for instance, Washington Fost, January 23, 1973; Washington Star-News, Jan-
nary 28, 1973; and New York Times, Jan. 30, 1973, See, in articular, President Thieu’s
televised announcement forbidding frecdom of movement (Saigon: Domestic Television
Service, January 28, 1973).
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PRESS RESTRICTIONS

Perhaps of as much immediate importance to Congress are the restrictions
which Thieu has placed on members of the American press who endeavor to report
on these matters in Saigon-controlled areas, or who attempt to learn what is going
on in NLTF-controlled districts.* Congress has surely learned that it cannot depend
on U.S. officials stationed in Vietnam to tell it what is actually going on there.
It must rely heavily upon the American press corps. But when Thieu’s officials
can with impunity refuse our correspondents permission to travel and go so far
as to threaten them with being shot if they try to talk with even NLF and Hanoi
truce teams, it is evident that Congress runs the risk of operating blind.

THIEU DEPENDENCE ON TU.S.

If the essential political features of the agreement are not carried out—if the
conflict cannot in fact be transferred to the level of political competition—then
the communists will probably return to the battlefield—an outcome Thieu with
his expectation of continuing American military support would surely welcome,
Disabusing Thieu of that assumption is one means by which the United States
can induce him to adhere to the political features of the agreement his govern:
ment has signed. For he is, of course, critically dependent upon the still lavish
military assistance and economic support that the Nixon administration is con-
tinuing to make available to him, some of which ig in the bill before you today.
A regime whose military forces are still heavily dependent upon American
advisers and technicians and which could not pay the salaries of its army, police
or its civil servants without the funds still being provided and sanctioned by
Congress can certainly be influenced by the sanctions which this Congress can
apply.

ROLE OF CONGRESS

Whether Congress continues to supply any or all of the $3.2 billion total mili-
tary and economic assistance scheduled for fiscal 1973, it will be intervening
in the politics of South Vietnam. Congress’ acquiescence to a continuation of
this support with no more conditions than at present obtain would constitute
not only a massive endorsement of Thieu and his rule but would encourage him
to continue to violate the political as well as the military features of the Janu-
ary 27 agreement.

If Congress is not equipped to monitor the Administration’s seasoned bureau-
cracy in ensuring that the flow of American aid remains contingent upon Thieu’s
respecting the political provisions of that agreement, then another course—and
a much easier one—is available, It can insist that at least the major part of our
financial support flows through an international channel—whether a body set
up by the forthcoming international conference on Indochina or agencies of the
United Nations. And we must not be misled by verbiage—by dressing up with
the rubric of “post-war reconstruction assistance™ a continuation of the existing
pattern of aid calculated to maintain Thieu in power. If it is peace we want in
Vietnam and the assurance that our aid benefits a majority of its population
rather than Thieu and his entourage, then we should not deceive ourselves by
channeling it through AID and a bureaucracy wed to dominantly political
objectives.

Moreover, as a condition for its continuing supply of economic support, how-
ever this may be channeled, Congress can require concrete evidences that the
Saigon government is releasing political prisoners, ending restrictions of political
rights and of the movement of refugees back to their homes. Certainly, it can
ingist that American newspapermen be given freedom to move and report, for if
they are denied this—as is now manifestly the case—Congress will be unable to
gauge whether these requirements are being met, and will be almost completely
dependent upon the excceutive bureaucracy to tell it what is happening.

CONGRESS SHOULD EXERCISE ITS POWER OF PRE-EMPTIVE INITIATIVE

This Congress has another means of inducing Thieu to live up to the ferms
of the January 27 agrecment. This leverage resides in a pre-emptive initiative

‘204 7;*:;1702 York Times, January 29, Teb. 1, 6, 9, 18, 19, 1973 ; Washingfon Post, January
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to deny funds for any re-entry of American air or other military power in
Indochina.

Legislation such as 8. 578 cospensored by Senators Church and Case would
have some real prospeet of limiting the President's power to bring American
forces again into battle in Indochina; and, of paramount importance, it vrould
disabuse Thiea of his assumption that the United States can be counted upon
fo come to his rescue with the might of onr air power if the cease-fire collspses.
The advance provision that no Ameriean government funds ean be used to finance
the re-involvelnent of United States’ military forces in hostilities in or over any
place “witheut prior, specific authorization by Congress” would notify him of
the futility of falsely alleging or actually provoking a cease-fire breakdown. For
under this provision Congress wonld have the opportunity of evaluating the
sitnation and deciding whether events justified what would in effect De a new
war, The Charch-Case proposal opeas an avenue for Congress to oxercise powers
vested in it by the Constitution in a way that in the context of contemporary
cireumstanes is realistic.®

In effect, it provides for Congress declaring a particular part of the world
off-liniits to any American milirary intervention until it should agree that such
action is warranted. While this sort of pre-emptive initiative would clearly not
he sensible vig-a-vis a country that® can pose a direct and immediate threat to
the United Sitates, such as a nuclear power, it makes eminent sense in re;zions
which do not have the military means to threaten the security of this coun:ry—
such as Indochina. Tt is partieularly incumbent upon Congress to exercise this
initiative with respect to an area where the President has demonstrated a con-
sistent unwillingness to consult and work with it.

By ensuring against any American re-invelvement in the Indochina war ‘with-
out explicit Congressional sanction, addition of the Church-Case proposal to the
pending legislation would make an essential contribution towards restraining
Thien from sabotaging the presently precarious Vietnamese armistice.

Senator Prarson. Thank yon, Professor. vou malke an important
contribution to our record. T think some of the views von expressed,
particularly with relation to the role of Congress, are being reflected
in the attitude and actions of many Members of the Senate. T thank you
verv much, sir.

Mr. Donald Luce is the nest witness. Mr, Luce is the director of
the Indochina mobile educational project with offices here in Wash-
meton, D.C.

Mr. Lier. Thank yon,

Senator Prarsox. Do you have a statement, ?

STATEMERT OF DON LUCE, DIRECTOR, INDOCHINA MOEILE
EDUCATION PROJECT, WASHINGTON, D.C.

Mr. FLuow Yes, I do and T would like to request it be submitted at
the same time.

Senator Prarsow. Do you have a prepared text ?

My, Larer. Yes.

Senator Prarson. We will make it a part of the record and we would
appreciate it if you would sumrnarize it at this time.

Mr. Lucr. My name is Don Luce, and my involvement in Vietnam
began in 1938 as an agriculturist for International Voluntary Services,
and then in 1961 I became the Vietnam Director for Infernational
Voluntary Services. In 1967 resigned and in 1968 went back to Viet-
nam as a journalist. In 1969 I started to work with the World Couneil

®8ince Congress has power to commit the United States to war against a particular
country. It has. of course, an equivalant power to keep the United States out of war against
that eountry, and it clearly follows from this that it can take pre-emptive action to ensure
that this responsibility is Indeed exerelsed.
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of Churches as a research associate, studying the question of postwar
reconstruction in Vietnam. -

I would like to go to the very last part of my statement where 1
have made five recommendations and to speak about those five rec-
ommendations one at a time and, perhaps, if you have questions on
any of the five you may interrupt.

Senator Prarson. Your entire statement will be made a part of the
record.

Mr. Loce. Right.

WITIIHOLDING AID UNTIL RELEASE 'OF T'OLITICAL PRISONERS

Mr. Luce. The first point that I make is that T believe that the
United States should withhold all aid from South Vietnam until all
political prisoncrs have been released, and all refugees are allowed to
return to their home villages.

There are more than 200,000 political prisoners in Seuth Vietnam.
These include people from the runnerup in the 1967 clections and the
Vietnamese Congressmen who got the most votes in those elections.
The majority of those are people who were caught in the free strike
zones going out harvesting rice and so forth. These people are still
in jail and there 1s very little indication to me they will be released. I
think continuing aid to the Saigon government while these people are
still in jail will have two disastrous effects. One is that it will mean
that those people most able to bring abont reconciliation, the religious
leaders, teachers and writers are going to be kept in jail because these
are primarily those people who took ncither side, in other words, the
non-Communist opposition to the Saigon government. The second
thing which T am concerned about is that, in terms of our prestige as
Americans, if we continue to pay for mistreatment of individuals, then
I think that hurts the prestige of the United States, not only with re-
gard to Vietnamese but with regard to people all over the world.

WITIITIOLDING AID UNTIL: REFUGEES ARE ALLOWED TO RETURN

The second point, in point 1, is that I think we should withold all
aid until the refugees and the people who have been forced into the
city slums are allowed to return to their farms. Right now the cffect
of American aid is to keep those people in the eity slums. This will
make it impossible for South Victnam to develop a viable cconomy.
It will mean that South Vietnam will have to stay on American
taxpayers’ money for many, many years to come. So I think provid-
ing the Saigon government with the means, the money and the food
and all of this, to keep those people in the eity slums is going to mean
a commitment to Vietnam for many, many years to come.

TERMINATION OF PUBLIC SAFETY TROGRAM TUNDS

The second point is that T belicve we should terminate all funds
provided under the public safety program. For example, one of the
things called for in the public safety program is to increase the num-
ber of dossiers on people in South Vietnam from 8.1 million to 11.5
million by 1975. This means that two-thirds of the people in South
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Vietnam would have dossiers maintained on them by a publie safety
force paid for by the United States. I do not think that it is in the
best interests of the United States to pay the money to maintain
dossiers on two people cut of three in South Vietnam.

I was the person whe took Congressman Anderson, Congressman
William Anderson, and Congressman Augustus Hawkins, to the tiger
cages in 1970. T was kicked out of South Vietnam for doing that. T
think it is very important to point out that after the tiger cage inci-
dent, first. the Saigon Government said they were going to do away
with the tiger cages but then 8 months later they ordered the South
Vietnamese political prisorers to build new tiger cages as a self-help
project. 'The prisoners refused, and were put back into shackles. And
then in Januarv 1971 the 17.S. Government gave a $100,000 contract
to Raymond, Morrison, Knudsen-Brown, Root & Jones, to build 384
what are called in the contract, which T have a copy of if the commit-
tee would like that, to build these 384 new isolation cells which are 2
square feet smaller than the former tiger cages. So American tax
monev has been used to build these new, what the Vietnamese still
call, tiger cages.

This is a description of them by a French political prisoner who is
in the South Vietnamese prisons. He said, “These cages are even
smaller, eompletely dark, and even stuffier than the earlier ones.”

So in terms of our aid to public safety we have been building new
tiger eages.

REQUIREMENT OF NO INTELLIGEN(E AGENTS IN ECONOMIC AID PROGRAM

Third, T think that the 17.8. Senate should require that the U.S.
Government. uze no intelligence agents in the economic aid program in
Indochina. T think that the effect of having intelligence agents within
the economic aid nrogram has made the Vietnamese distrust all Ameri-
eans in Vietnam becauso they have no way of knowing which ones are
the CTA avents, and soon,

I'was director of a voluntary ageney, International Voluntary Serv-
ices, which had up to 170 volunteers. One of the biggest problems that
we had in terms of relasionships with the Vietnamese was that the
Vietnamese never knew whether the CTA tried to infiltrate our own
oresnization, and T know that talking with the directors of all of the
other diferent oroanizations in Vietnam, this was equally true with
them, that the Vietnamese have no way of knowing which ones are
the intelligence agents and. therefore, not only in Vietnam but in
other conntries all over the world, the people of other countries have
developed a distrust for Americans because they are not quire sure
which oneg are the spies.

U.3. AID. SHOULD BE PROVIDED TTIROUGIT INTERNATIONAL CITANNTELS

The fenrth point is that the United States should nrovide all aid to
Tndochina through international anspices, through international chan-
nels. 1f our aid originally had gcne through international channels,
T think it wonld have heen muech easier for the TTnited States to see
what was hanpening, We wauld not have been tied by vested Interests
to continve in the war: &5 T wonld recommend that all of our aid go
throngh cither United Nations channels or a consortinm of nations.
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Senator Prarson. That is an interesting comment. I do not dis-
agree, but I think the argument traditionally is made to the contrary
that when you use international agencies it is much more difficult to
trace the disposition and the use of funds. I think that view of using
multilateral or international agencies is a prevailing one with many
Senators today. I just raise the point that the argument has been
made repeatedly that the use of international agencies clouds disposi-
tion and use of the funds contrary to what you just said.

Mr. Locr. Well, the reason for my proposal, on using international
funds, there are many things

Senator Prarson. I agree. I think that is the right approach, but
I was raising the question about the tracing of the disposition and use
of funds. I do not know whether it is going to be easicr or not, but
I do not know whether it is that important. If you can disassociate the
United States from the bilateral and direct aid program, I think
it is much more beneficial, not only in Southeast Asia but in other
parts of foreign aid.

Mr. Luce. Yes, T believe most of these recommendations pertain
just as much to Mali as they do to Vietnam.

Senator Pearson. Yes.

REASSERTION OF CONGRESS’ CONSTITUTIONAL PREROGATIVE

Mr. Lucr. And finally, I would like to stress again the point that
Professor Kahin made and that is to reassert the constitutional pre-
rogatives of Congress in the implementation of foreign policy, and
the first order of business in this regard is to adopt resolutions requir-
ing congressional approval before any American forces can be re-
committed to Indochina.

POSSIBILITY OF PROGRESSING BACK TO 1954

Just a final comment. We got involved in Vietnam by giving eco-
nomic aid and by sending advisers, and this led to the ships and the
planes and the bombs, and the tremendous cost to our Nation and to the
Vietnamese. I think that if we arc not careful we will find that we
have progressed right back to 1954 because we are continuing to pro-
vide the aid to the public safety, we arc continuing to provide the
money that keeps the political prisoners in the jails, and T am really
concerned that if we are not careful there will be no peace for the
Vietnamese and no peace for Americans; this continued American
mvolvement in snch things as the public safety program, and trying
to support a dictatorship that the South Vietnamese people hate, this
is just going to get us into more trouble.

(Mr. Luce’s prepared statement follows ;)

TeSTIMONY oF DoN Lucr, BEFORE TIIE SENATE FOREIGN RELATIONS COMMITTEE,
FeBrUuary 22, 1978

I wish to thank you for providing me this opportunity to comment on the
1974 foreign aid bill. T have viewed U.S. foreign assistance in Viet Nam from
several perspectives: from 1958 to 1960 as an agricultural volunteer for Inter-
national Voluntary Services (IVS) working on sweet potato production: from
1961 to 1967 as Viet Nam Director of IVS; in 1968, as a journalist; and from
1969 to 1971, as rescarch associate for the World Couneil of Churches resecarching
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post-war reconstruciion questions. Since 1871 I have been birector of the
Indochina Mobile Education IProject.

I weleome the reduction in the level of violence and the return of imprisoned
military personnel brought about by the cease-fire agreement. But the basic
questions which initially gave rise to the conflict in Viet Nam have been left
nnresolved.

There remains the constant danger of the reintroduction of massive American
firepower. The continued participation of thousands of Amerlecans and the
magnitude of present military and civilian aid programs indicate that the
(.8, retains a major interest in the onteome of the political struggle in south
Viet Nam.

Vast economie aid programs and civilian advisors characterived our commit-
ments in the mid-1950’s—sopon followed by uniformed men, ships and pianes.
The political conditions which led to U.8. intervention in Viet Nam remain.

Most American aid in Viet Nam hss been used to support the Thieu govern-
ment ratber than to bring humanitarian assistance to the Vietnamese people.
With the politieal stroggle continaing and American supporf of the Thieu gov-
ernment unchanged. U.S, ajd to Thiea rvemains a dominant aspect of the Viet-
uawese conilict, Rather than beingz hwnanitarian, the effect of the aid has been
to increase repression. widen the gap between the rich and poor, and prevent
reconciliation and accommodation among the Vietnamese.

The introduction to the ¥Y 1973 Congressional Presentation for the Security
Asgistance P’rogram states:

Suapporting Assistanee Tunds normally contribute to some degree to “he
economic growth or to the developmental goals of the recipient country, but
the current U.S, motive in programing these funds is neither economic
srowth nor development per se; rather, the specific purpose is to stabilize
the economide or politieal situaticn vig-n-vig a given seenrity situation.

The effects of placing primary emphasis on security through economie, mili-
tary and para-military programs are most obvious in the response of the Saizon
gevernmenti. to the problems of the poople of south Viet Nam.

A majority of the six million people forced to leave their liomes in south Viet
Nam since 1965 remain refugees. Driven from their ancestral villages to the
squalor of tha: city slums or the nambing monotony of refugee camps, these
people have stuffered the gamut of misfortune. Family structuve has fallen apart,
bealth has failed. economic necessity has forced individuals into servile or
criminal relationships with fore gners. The obvious way to begin to eliminate
all these problems and to get these people off the refugee roles and back into
a healthy and productive environment is to allow them to return to their home
villages. Yet this is not happening.

Fearfal that a massive returr to rhe countryside will create political irsta-
hility, I’'resident Theiu has forbidd»a such movement. Decree-Laws issued in
December 1972 make it unlawful to ‘leave those areas controlled by the govern-
ment in nrder to go into the comraunist-controlled zones or vice versa.” Offenders
can be shot. Thus, the U.S. finds itself funding programs to maintain millions of
people ax refugees rather than to rehabilitate their lives and communities.

More than 00,000 Vietnamesie are imprisoned in the Saigon government’s
jails on the bagis of their political heliefs. Many have been held for years without
trial. After the October 26 “peace is at hand” speech by Dr. Henry Kissinger,

Hoang Due Nha, special assistaint to President Thieu announced to a group

of Vietnamese publishers that 40,000 Vietnamese “communist sympathizers” had

Dheen arrested in a two-week period. But the tragedy of these political prisoners

extends beyond the individual misfortuna of confinement, torture, death and

disease. Their imprisonment alse severely limits the possibilities for an early
resolution of the political conflict in Viet Nam. Many of those now in jail repre-
sent the middle of the political spectrum—those most anxious and able to effect

a reconcilintion of the warring perties. But the Thien government considers

Buddhist monks. Catholic priests, intellectnals, farmers. and pacifists who favor

an end to the war as threats to its survival, Prison is the fate of those who work

for neace.

While Article R of the cease-fire agreements suggests a program leading the
release of all political prisoners, political controls in south Viet Nam have in
fact become oven tighter since the sizning of the agreement.
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The following Decree-Laws, published in January 1973, indicate the extent
of political repression :

A1l police and military forces are permitted to shoot to kill all those
who urge the people to demonstrate, and those who cause digorders or incite
other persons to follow communism, . . .

Shot instantly any soldiers, government officials, or police who desert or
incite other persons to desert the army.

Detain those persons who are neutralist and those persons who publicly
side with the communists, and who are active politically. They will be taken
before a military court as soon as possible.

Implement quickly and thoroughly rules and regulations concerning re-
porters and political parties in order to stop illegal activities on the part
of politicians. . . .

Americans might dismiss the totalitarian atmosphere in south Viet Nam as
unfortunate but as none of our business except that the south Vietnamese soldiers
and police who enforce these laws have been trained and supported with U.S.
dollars, the interrogation centers where suspects are questioned were built with
American tax payers’ money and the jails where the prisoners are held were
equipped and enlarged with American aid. U.S, support and expansion of the
Saigon police and prison systems Is scheduled to continue under current and
projected proposals.

The primary goal of the Saigon government is self-preservation even at the
expense of the freedom of the south Vietnamese people. Unless Congress takes
the initiative and terminates the military and para-military assistance programs.
American aid to south Viet Nam will continue to mean security for the Thieu
government and tyranny for its citizens.

In conciusion, I recommend that the following provislon be adopted regarding
foreign aid to Indochina :

1. Withhold ali aid to south Viet Nam until all politieal prisoners have been
released and all refugees arc allowed to return to their home villages.

2. Terminate all funds provided under the Public Safety Program. As the
Senate Appropriations Committee noted last year when it recommended the
elimination of the entire Public Safety Program :

The Committee has grave doubts about the wisdom of funding any pro-
gram which tends to bring disrepute to our more vital development and
humanitarian goals. It matters little if charges against the Public Safety
Program are completely true because the belief (sie) that they are untold
damage to our humanitarian efforts, * #* #

We believe that it is in the best interests of our total assistance program
to eliminate it. . . .

3. Require that the U.8. Goverument use no intelligence agents in the economie
aid programs in Tndochina. The use of intelligence agents acting as aid advisors
has weakened U.S, prestige abroad and caused people in all countries to distrust
Americans becanse they don’t know which ones are connected with the C.T.A.

4. Give all aid to Indochina through international channels,

5. Reassert the constitutional prerogatives of Congress in the implementa-
tion of foreign policy. The first order of business in this regard is to adopt resolu-
tions requiring Congressional approval before any American forces can be re-
committed to Tndochina. The past decade illustrates that this is a prudent and
neeessary action.

Senator Prarson. Thank you, Mr. Luce. That is very helpful. Your
entire statement will be a part of the record and we appreciate your
contribution.

(Whereupon, at 1:10 p.an., the hearing was adjourned, subject to
call of the Chair.) ‘

Hzan Count oF CAMBODIAN TROOPS
(Supplied by Department of Defense in response to Senator Symington’s guestion on p, 51)

A head count of all Cambodian troops was never made. However, a limited
number of ‘head counts at the unit level were used by the U.8. to ascertain if
there were deficiencies in the Camobdian manpower, personnel and finance sys-
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tem. These head counts were orly “spot checks.” As soon as they confirmed the
deficiencies, they were stopped, for they had served their purpose well.

Once the problem of “phiéntom troops” was confirmed, a modern system of
accounting was instituted to replace the antiquated method used in the past by
the Cambodians which led tc the problem, CINCPAC and our Cambadiona Mili-
tary Fquipment Delivery Team are monitoring the new system, which com-
| menced in Heptember 1972, Your reference to the “cameras” was accurate. They
; dare heing used as a part of the new system to insure proper personnel account-
: ing and valid payment of payroil. The new system is undergoing a partial test
at this moment, and we will have some evidence of its effectiveness shortly.

However, country-wide application of the new system would require at least an-
] other six roonths.

O
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