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The Congress needs to know more about
security supporting assistance. This Is a cate-
gory of economic essistance for countries and
international organizations where economic
and political stubility 15 threatened and U.S,
security intersst are involvad,

Security supporting assistance bzs presented,
and will continue to present, problems to
those evaluating its economic end political im-
pact,

The Congress shouid consider requiring that it
be provided with tho rationale for this special
type of asaistance to clarify its objectives.
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The bonorable 1homas E. Moraan .

Chatrman, Committee on International -
Relations

House of QRepresentatives

Dear mr. Chairman:

AS you know, the cutrent security supporting
assictance program 1s devoteda almost entirely to
supporting peace in the Micdle kast. As you reguested
in your Fepruary 5, 1975, letter, we examinea the
purposes and forms of this assistance to individual
countries and i1ts relationship witnh (1) the military
ascistance and sales aspects of tne overall security
assistance program ana (2) economic develupment pro-
grams financed by the United Statec and other souvaes.

We discusseag cur observations with officials
of the responsible departments and their views were

incorporatea where apprepriate.
cé;%ly ygﬁ}s, ;g; Y;
Ao o (1. 2

Comptroller Geners
of the United States
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COMPTROLLER GLNELRAL'S ISSUES AND OBSERVATIONS ON Thi

REPORT TO THE COMMITTEL PURPOSES OF SPECIAL SECURLYY
ON INTERNATIONAL RELATIONS SUPPORTING ASSISTANCE PROGRAMS
HOUSE OF REPRESENTAPIVEDS Department of State
Agen.y for International Devel-
opment

Department of Defense

T VI

Security supporting ussistance is a category

of econumic assistance provided to foreign coun-

tries and international organizations in special

situations where cconomic and political stability
is threatcened ana U.S5. security interests are in-
volved. :

Security supporting assistance programs denerally
provide rurources for economic programs to coun-
tries burdencd by Security requirements.

The Congroess reeds to know more about this as-
sistance. However, security supgorting as-
sistance will continue to present problems to
those evaluating its economic and political
impact,

The Congress should consider requiring the
Secretary of State in cooraination with the
Secretary of befense to provide the rationale ¢
for previding security supporting assistance,
considering that it has better control over

the usn of other forms of development as-
sistance. Some points which need to be ad-
dressed include

}\/
(XN

--the relationship of the securiiy support-
ing assistance to the recipient count:y's
needs, deiense spending, U.S. assistance
programs, and assistance received from
other countrices;

-~the existence of formal and informal agree-
ments roequiring recipient countries to iake
certain actions to promote economic and
political stability in return for security
supporting assistance; and

~-the conditions which would lead the U.S5. (o
terminate the a.sistance or change it tc an-
other form. (See page 18.)

i I1D-76--11
af Sheed. Upon removal, tho regurt
cover date shouid be notad hereodn,
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Forms of this assistance vary with each recipient
but include grants and luans for budget support,
commodity imports, reconstruction and develeoment
projects, and technical assistance.

south Vietnam, Laos, and Cambodia received

$4.5 pillion (55.4 percent) of the total security
suppcrting assistance provided since 1962. Euring
that perioa lsrael, Lgypt, and Jordan rec2ived
14.8 percent of the total.

In fiscal year 14975, these 4iddle ‘ast countries
received $653 million of the $672 million (97 per-
cent) provided under security supporting assist-
ance.,

Recur ity supporting assistance 13 part of the U.S5.
security assistance program unaer which the U.S.
may provide military equipment, cecsvices, and
training.

vther elements which complete the U.5. security
assistance family are ship loans, foreign mila -
tary cash sales, bExport-Import Bank military
lvans, facilities transf{ers, commercial =mil*ary
sales, anu transiers of U.S. excess defers:e arti-
cles.

The toreign Assistance Act of 1974 prohioit. us-
ing development assistance funt, in any b "cal
year for any country which receilves 1n the <ame
tiscal year security supporting ~ssistance.

Tnis prohibition does not apply to tunds made
available under programs related to population
growth, humanitarian assistance through inter-
national organizations, regional vrograms, o>r
assistance authorized under other acts.

In fiscal yeer 1975, unaer the Agricultural

'rade Development and Assistance Act of 1957,
Israel, Lkgypt, ang Jordan recelved additional
economic assistance ot $11,6 million, $120.0 mil-
lion, and $8.6 million, respectively. The U.S.
also provided $10.0 million to Jordan from the
Midgale East Special Requirements Fund and

$20 million to TIsrael for a desalting plant

from prior year appropriations.



CHAPTER 1
INTRODUCTION

The Chairman of the House Committee on International
Relaticns asked us to survey U.S8. security supporting
assistance programs and determine specifically:

-~The purposes of such asgsistance to
foreign countries.

--The additional types of financial ang
other assistance being furnished to
recipient countries.

~-The relationships batween security
supperting assistance and the military
as3istance and sales program,

--The relationship of security assistance
programs financed by the United States
and other sources,

Security supporting assistance is a type of U.S. econ-
omic assistance provided to foreign countries and inter-
national organizations in special situations when economic
or political stability is threatened and U.S. interests
are invoived. Although this assistance is economic, it
is considered part of the overall U.S. security assistance
program, wnich also includes military assistance grants,
foreign military sales and guaranties, and ercess defense
articles.

Since 1962, the United States has made about $8.2 bil-
lion available for security supporting assistance to about
S0 countries and international organizations. About $4.5
billion, or 55 percent, of this assistance was directed to
South Vietnam, Laos, and Cambodia. The $672 million program
auvthorized for fiscal vear 1975 is almost entirely devoted
to assisting Israel ($324.5 million), Egypt ($251 million),
and Jordan ($77.5 million).

1
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SCOPE OF REVIEW

We reviewed legislation, congreasional hearing
reports, and other documents and talked with officials at
the Departments of State and Defense (DOD) and the Agency
for International Development (AID) in Washington, D.C.

We discussed our observations in this report with

officials of these agencies and their views were incorpo-
rated where appropriate.



CHAPTER 2

PURPOSES AND RECIPIENTS OF

SECURITY SUPPORTING ASSISTANCE

Security supporting assistance is used in special
situations to forward U.5. political and security inter-
@¢sts and to support the economic and political stability
of recipient countries. For over 2 decades, the United
States hag provided this assistance to fcreign countries
and international organizations primarily to meet their
~oneconomic requirements and requirements not within the
scope of other major aid categories.

Although several changes in program organization,
funding level, and gecgraphical distribution of assis-
tance have been made, the purposes of security supporting
assistance have generally remained consistent since it
began: economic and politial stability. More specific
purposes, as oriaginallv stated in a 1962 AID manual order,
remain as follows,

"A, to enable countries to make a contribution
to the common defense or to internal secu-
rity greater than their economies can sup-
port unaided.

"B. to maintain access to U.S. hases and to
assist the local government in dealing
with economic or other problems arising
out of the existence of such base:.

"C. to maintain economic stability in sountries
where the absence or drastic reduct’on of
current support would mean probable econonmic
ard political disintegration.

"D. to provide an alternative, along with other
aid sources, to Sino-5oviet bloc aid where
such aid threatens a count-y's independence.”

HISTORIC PERSPECTIVE

Under the Mutual Security Act of 1951, the United
States provided special assistance and defense support
which is comparable to what is now called security sup-
porting assistance. During fiscal year 1953-61, over

!
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20 developea and developing counvries 1oy ed gfmant

39 pillion in these rypes of U.S. assistance, [he cung-
lative amounts received Ly specific couatries ranged from
$2%.4 million 1n Jceland to over $51.8 billion in Korea.

“Defense support" and com2 of the principal programs
carried ou. under "special assistance" were joined together
in the Foreign Assistance Act of 1961 under the categnry
“supporting assistince" (sec. 401). Many of the spenrial
orograms, formerly authorized to be financed out ot "speciail
assistance," were transterred in the new act *u development
grants or contributions to international organizatons.

Supporting assistonce was a major form of U.S. eco-
nomic assistance througacut the 1960s. The annual level
of supporting assistance averaged about $636 million
since it pegan in fiscal year 1962 through fiscal year
14969, Anout 50 countries and international organizations
received this assistance for such different programs as
c.ntributions tu the United Nations refugee relief in the
vilddle kast and the United Nations peacekeeping forces in
Cyprus; vudget svenort 1n Korea; malaria eradication in
Haiti; and relief, rehabilitation, and reconstruction in
Nigeria. The number of countries assistad unier this cate-
gory, ow . umlt=d py startute to not more than 12 1n any
ti1s3cal year, decliced from 41 to 8 in f{iscal years 1962
ana 1979, respectively. wWithin this group, South Vietnam,
laos, aid Cambodie received the majorlty of U.S. supporting
a stance funas.

5.

g
<
1
&

3
o3

el

In 147} the President proposed a major restructuring
of U.8., ftere1gn assistance programs, because of their
diversity. Under a proposed International Security Assig-
tance Act, supporting assistance would have .ween combined
with grant miiitary assistance, foreiqn military credits,
puolic safety programs, and a President's Foreign Assig-
tance Jontingency Fund. Other forms of assistance were
to be authorilzed 1n an International Development and
nomanttarian As istance Act.

According to administratio, officials, the political
&nu Securlty objectives of security assistance distin-
~ai1shed it from humanitarian assistance which supports
tne long-term econnomic development process. In the words
i one administration official "* * * defense and security
generally must have priority over development.”

=N
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The administtation prop: sed to impl ment (1) the
International Securitv Ascistance Act by =stablishing a
Coordinator for Security hssistance and (2) a Buresau for
Economic Supporting Assistance within the State Deparc -
ment. According to congressional testimony, some 600 to
700 employees of AID, whicn would have heen phased out
under the progosed legislation, would have Leen trans~
ferred to the proposed State Department bureaut to manage
economic supporting assistance. The State Department
would have had overall responsibility for all forms of
security assistance, put DOD would have continued to
administer the grant militsersy aid and foreign military
sales prograns.

The State Depar’'.ment would have continuved to adain-
ister devalopment ard humanitarian assistarce, but with
major organizaticnet changes. Plans called for a new
Assistant Secretary for Humanitarian Assistance and a
bevelopment Coordinator, who would also nave been the
Chairman of the Board for the Uverseas Frivate Investient
Corporation and for twec new institutions--the International
Development Institute, to pmerform techni-~al assistance
functions, and the International Developmen. Corporation,
to make development loans., The Coordinator would also
have served on the voard of tn2 Inter-American Social
Development 1lnstitute (to be enamed the lnter~American
Foundation}).

‘The proposed legislation was not passed; U.¢Y. eco-
noemic and military assistance continues to be authorized
under the Foreign Assistance and Foreign Military Sales
Acts. Two legislative changes in the Foreign Assistance
Act of 1971, however, enhance the concept of a more
unified security assistance program, which would be more
clearly under the State Department's direction.

1. In the Foreign Assistance Act of 197!, sup-
porting assistance was retitled "security supporting
assistance" and transferred from part I of the act,
which concerns various types of humanitarian and devel-
opment assistance, to part Il of the act, which autho-
rizes military assistance to foreign countries and
international organizations.

2. Section 624(e} of the act is designed to <oordi-
nate security assistance orograms. Accordingly, the
State Department gave the CGffice of the Under Secre-
tary the responsibility to provide policy direction
and coordination of: security supporting assistance;

BEST DOCUMENT AVAILABLE
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nilitary assistance, including excegss defense articles
and foreign military salec; and loan programs. These
changes continue today.

MAJOR RSCIPIENTS

Security supporting assistance has been concentrated
in a few countries. As .hown below, the 10 major recipi-
ents of thic aid have accounted for abcut 84 percent cf
the total cmount made available since 1962,

priations for fiscal years 13974 and 1375,

BEST DOCUMERT AVAlLABLE

Security
supporting
assistance
FY 1962~75 Country Percent
(note a) _rank of total
{millions)
Indochina:
South Vietnam $3,828.4 1 46 .8
Laos 5(2.9 z 6.1
Cambodia . 207.3 4,538.¢€ 9 2.5 55.4
Middle East:
Israel 474.5 # 5.8
Jordan 456 .7 5 Z.6
Egypt 280.C 1,211.2 6 3.4 14.8
Other major
recipients:
Korea 501.1 3 6.1
Thailand 233 .4 7 z.9
Dominican
Republic 210.3 B 2.6
Zairce 187.9 1,132.7 10 2.3 13,9
Subtotal, above
countries 6,882.5 84 .1
Other Countries 1,300.0 15.9
Total $8,182.5 100.0
a/Cbligations and authorizations for fiscal years 1962-73; appro-



CURRENT PROGRAM

The fiscal year ../5% security nupporting assistance
program concentrates on Middle East countries; §653 million
of the $672 million is earmarked for three countrics,

{millions)

Israel:
Commodity imports $324.5
Egypt:
Commodity imports $150.0
Suez Canal clearance 13.7
keconstruction alen
Suez Canal : 40.0
Other development
activities _47.5 251.2
Jotrdan:
Budget support G&.5
Capital assiatance
loans 19.0 118
Taral $653.2

As stated in the Forelgn Asststance Act of 1374, this
assistance is to help countrias "¢ ¢ * in their efforts to
achieve economic progreed and political stability, which
are the essential foundations for a just and durable peace.”
The use of security supporting assistance funds in Jordan
and Israel is a continuation of asuch programs bequn in 1971 -
and 1972, :

The remaining $20 million of the fiscal year 1975
program, to be funded by $8 million in new appropriations
and $12 r’ lion in 1ecvovarles from prior years' programs,
is to be .sed for the following purposes.

1
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(millions)

Malta:
U.S. share of payments
undetr North Atlantic
Treaty Organization
Agreement $ 8.5

Spain:
Education and scientific
programs under United

States~Spain Agreement 3.0

U.5. share of costs of U.N,
Forces in Cyprus 4.8
AID support costs 2.7
Total $20.0

The programs in Malta, Spain, and Cyprus are continu-~
ations of past support. In fiscasl year 1976, funding of
the U.S5. share of costs of the U.YM. Forces in Cyprus will
be transferred from security aseoistance to "Contributions
tor International Peacekeepiny hcotivities" in the State Derart-
ment's appropriations.

RELATED PROGRAMS

Three cateqories of assistance funds are or have been
closely related to security supporting asslstance~-the
Middle East Special Reguirements Fund, Indochina Postwar
Reconstruction, and tue Contingency Fund.,

The $100 million Midadle East Speclal Requirements
Fund is a contingency fund, which was justified on the
basis of anticipated, but undefined, needs for addltional
U.5. economic assistance to support Middle East peace.
in 1%75 tie United States provided 583 million to Syris:
a $30 million loan for agricultural inputs and production,
a $46 million loan for the Damascus water supply oroject,
a $4 million grant for technical services and feasibillity
studies, and a S} nillion grant for ceneral participant
training, Funds were appropriated separately for these
special reguirements. Technically, this program differs
from the security supporting agsistance program, but both
programs aid peace efforts in the Middle Fast.

The Indochina Postwar Recongstruction program to pro-
vide economic assigtance Lo South Vietnam, lLaos, and
Cambodia, for which 5450 million and 5440 million were

R {

w s o
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agpropriated in fiscal years 1974 and 197%, respactively,
wag baslcally comparable to the security supporting assis-
tance previously granted to these countries, In fiscal
year 1474, the administration had planned to use an esti~
mated $98 million of its appropriations request for a
recongtruction and development program in South Vietnam,
According to administration testimony, virtually all pro-
jects cuntemplated in thig program had to be forgone
oecause (1) less funds were made avaliable and (2) world
prices dramatically Increased. In fiscal year 1975, the
unrtable military situation precluded development-oriented
ectaomic assistance. Subseguent events in Indochina fore-
stalled implementing the program further.,

the President's Contingency Fund has been uged for
security suppoiting assistance purposes., Congressional
concern over gome of the Fundt's uses has led to asubstan-
tially reducing -=ppropristions to $1.8 million for
tiecal year 1975,

OTHER U.8. ASSISTANCE

Security pupporting aseigtance often {e part of a
larger U,S5. esslstance pachkeqge for the recipient countries,
palitical and military coneiderationg, which support the
agcieion to provide this type of assistance, appeat also
to undarlie declsions to provide other forms of aneistance
to meet an alded country's economic and military needs.
tach major recipient of security supporting assistance in
fiscel year 1975, lsrael, Egypt, and Jordan, (& recelving
ather U.5. &assistance,

e
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Security amsistance:

Security supporting
assigstance

Military assistance
program

Foreign military
credit sales

Excess defense
articles

Economic assistance:

Middle East spacial
requirements fund

Public Law 480
{appreved)

Mutual education and
culiwural exchange
{(rroposed)

Foreign Assigtance
Appropriaticns Act

1970 degalting plant

Total

Israel

—ratmnres

wemwme=w-{thousands)

$324,500

300,000

624,500

11,000
201

20,000

31,201

$655,701

10

VA ETEN

Egqypt Jordan
$251,200 $ 77,500
- 69,900

- 30:000
251,200 177,400
- 10:000
120,000 8,600
105 105
120,105 18,705
$371,305 $196,105




CHABLER 3

SECURITY SUPPORTING ASSISTANCE

AND ECONOMIC DEVELOPMENT

Economic suppcrt is the basic objective of security
supporting assistance., Security supporting assistance
1s chosen over other types of economic assistance because
conditions in recipient countries usually inhibit
cevelopment-orien.ed assistance programs. Nevertheless,
securit: supporting assistance is expected to contribute
to economic development and, in fact, some programs funded
py this assistance are comparable to similar programs
funded by economic development assistance.

STATUTORY RESTRICTION

The Foreign Assistance &ct of 1974 (sec. 20, 22
U.5.C. 2151m) prohibits using development assistance funds
in any fiscal year for any country which receives, in the
same fiscal year,

~--8ecurity supporting assistance;

~-agsistance for relief and reconstruction
of South Vietnam, Cambodia, and Laos
{Indochina Postwar Reconstruction): or

~--assistance for Middle East peace (security
supporting assistance authorized for Israel,
Egypt, and Jordan and the Middle East Special
Requirements Fund).

This prohibition does not apply to funds made availahle
unaer programs relacted to population growth, humanitar .an
assistance through international organizations, regicual
orograms, or assistance authorized under other acts. Al-
though the prohibition narrows the scurces of funds for
economic assistance to specific countries, programs compar-
anle to those normally financed by developrent assistance
funds may be financed., For example, the eligible commod-
lties and administrative procedures of commodity import
crograms may differ, depending on different fund cateaories,
cut the economic impact is similar: aided countries get
additional resources. )



Ihis blurring of aid categoriss between economic
wevalopment assistance ang econcmic support assistance
can pe seen in recent U.S. eccrnomic assistance to Jordan.,

JURDAN-=1RANSITIUN FxOM SUPPORT
TC ECONGMIC ASSISTANCE

The current phase of U.S5, economic assistance (.
Joraan began in 1971 after Kuwait and Libya discontinurd
treir sursidies to Jordan to express their displeasu:2
over Jordan's internal military action against Palestinian
guerrillas. To help offset this loss of revenue, the
united States granted $150.8 million for budvetary support
througn fiscal year 1974. In fiscal year 1972, this svp-
port totaled $68.5 million. The grants were justified
to promotz economic and political stability, and, accord-
ingly, the payments are funded from security supporting
assistance. The annual amounts are based on political
jucgments, not on computing the difference between
Jordan's revenues, including Arab subsidies, and its
expenditures. Jordan is expected to need continuing out-
cide vudget support for severe. years, but U.S. economic
assistance is intended to procuce programs whick aelp
end this dependence. The United States nas, therefore,
supported economic development projects including

-~development in the Fast Ghor region of the
Jordan valley,

~--wheat research and production,
~~agricultural economics and planning,
--development administration training, and
--feasibility studies,

inese projects have veen funded from economic development
acsistance appropriations. However, because of new 1975
cstatutory restrictions, a follow-on East Ghor develcpment
.rosect and a technical assistance program are being funded
w1t1 security supporting assistance appropriations.

AlL officials' opinions differ on combining economic
support and development assistance in the same country.
~ccording to one officizl, mixing these assistance forms
15 difficuit to justify because of the emergency nature of
~2curity supporting assistance that calls for maximum program
‘lexioility whico precludes applying standard development

)
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AID criteria, ‘"the more prevalent view, huweve-, i3 that
there is no conflict and that a country needing general
support for economic or military stability czould ars
have specific weveloprent projecis which deserve sepa-
rate financing. One official noted that an overall U.S.
éssistance objective is to promote economic development
and that U.5. assistance sometimes evolves through
several stages. As an example, he mentioned Zaire where
most of our economic assistance has changed from support-
ing assistanc: grants to supporting assistance loans to
development loans.

CONCLUSIONS

1t 15 difficult to generalize about continuing
general economic support and development-type assistance
in the some country. U.S. assistance prograss, both
economic and military, should be closely examined on an
individual country basis, and the assistance provided
should be consistent with individual countries' needs
and capabiliting +n effectively use assistance.

However, .n certain instances 1t might be inconsis-
tent to simultaneously provide a country both secu-ity
supporting and development assistance, regardless of the
tunding category tor such assistance. 1n this respect,
the 1yé62 AID manual order for suppcerting assistance,
which wti1ll appli~s, states:

"Supporting Assistance 1s provided primariiy
to turther urgent U.35. national security ang
foreign policy objectives in selected coun-
tries where development criteria cannot be
met. However, once a decision to provide
Supporting Assistance is made, the amount and
specific uses of such aild should be devisced so
as to make the maximum feasible ¢nntribution
to development.

"% # % The decision to provide such ai1d srould
be based on urqgent political rcasons, a° wz2ll
as on a tinding that the aixd cannot e provided
under development criterial.”

In some countries the duration and decree of econamic or
political 1nstability, which justifie? © S. avsistance,
might preclude development-oriented 20, -:cts; but in

other countriles combining economic swu.port and deveiopment
programs could be appropriate.

13
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CUAPTER

HELALIGGSL P 10 MILITARY _ASSISTANCE_AND SALLS

Security suppotting assisterce 1s on.y part’ of the
overall U.8, sccurity assistance proaram under which the
Unittea States aldao provides miiltary equipnent, services,
and tratning. Secuilty supporting assistance is generally
designed to provide resources for economic necds to govern-
ments burdened Ly security requlrements.  This concept is
recojnized by the Congyress in authorizing legislation and
by the cxecutive branch in formulating and reviewing
programs.
1YPES OF SECUKITY ASHISTANCE

Thoce progqramn authorized under the Foreign Assiis-
tance and Porcign Miylttary Sales Acts are usually consid-
ered seculily asuHigtance programs:

~~Secur ity supporting assistance grants and
lvans,.,

—eMilitary anniotance program gr ant s,

—-rotergn military nales credivs and gquar -
anties,

~-Foreign wiliiary cash sales.
~=bLxcuss defonse articles,

Qtuer programs alco provide resomces to foreign
countrities, enabling then to increase their security,

~~Shpr loans,
~=Lxport-lmport ok military loans,
“-Factiitien tratnfer.,

~-commaercial mtlitary sales.

14
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EXECUTIVE BRANCH RESPONSIBILITIES

The Foreign Assistance ana Foreign Military Sales Acts
provide that the Secretary of State, under the dire.tvion of
the President, be responsible for continuouslv super.3ing
and generally directing economic and military assistance
and military sales programs. The responsiblity for nilitary
assistance and sales includes determining whetner a country
shall have suclh programs and, if so, their valusz,

Section 623 of the Foreign Assistance Act defines the
responsibilities of the Secretary of Defense, including
(1) determining military end item requirements and procuring
and deliveriny the items to & foreign country, (2) supervis-
ing the training of foreign military personnel, and (3) estab-
lishing priorities for procuring, delivering, and allocating
militery equipment. By Presidential delegation, the Secretary
of Defense is also responsible for administering the Foreiga
Military Sales Act's sales and gquaranties provisions.

A DOD directive (number 5132.3 dated Pec. 20, 1972,
amended May 24, 1974) defines DOD policy and responsibilities
relating to security assistance. The Assistant Secretary
of Defense (International Security affairs) is designated
to act tor the Secrectary of Defense in security assistance
matters. As such, he 15 responsible tor develeping and
direciing all security assistance aspects relating to DOD.
The Zitector, Detense Security Assistance Agency, 1is respon-
si:ble for administering, within the policles establtshed by
the Assistait Secretary, approved security assistance plans
and pro,rams.

Wwithin the Lepartment of State, the Under Secretary
for Security Assistance 1i1g responsible for directing policy
(secur ity supporting assictance; miltitary assistance, includ-
ing excess defense articles; and foreign military sales and
loan programs) Various bureaus, principally the Bureau of
Politico-Military Atfairs, provide staff support for the
Under Sectetary.

The Under Secretary serves as Executive Chalrman of
the 1nteragency Security Assistance Program Review Commlttee
{SAPRC}), which was established to advise and assist him in
erercising his responsibilities for security assistance
programs.
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ROLE OF SAPRC

Thne SAPRC membership is as follows:
~--Deputy Secretary of Defense.

-~-Assistant to the President for Naticnal
Security Affairs.

--Director, Central Intelligence Agency.
~-Chairman, Joint Chiefs of Staff.
--Under Secretary of the Treasury.

~--Assistant Director, Office of M~nagement
and Budget.

~~Director, U.5. Arme Control and Disarmament
Agency.

--Administrator, AID.
SAPRC advises and assists the Chairman by:

~--Annually reviewing country security assist-
ance program plans and recommending approval
or changes.

~--Making recommendations on all outstanding
pol icy 1ssuves inveolving security assistance
goals and objectives, resource allocation;
and proposed budgetary levels,

~-Guiding such future planning efforts as
required to insure effective cooperation
and coordination among the participating
agenciles,

--pPreparing recommended annual budget sub-
missions to the Office of Management and
sudget.,
The Committee has no permanent staff, pbut it is assisted

by an lnteragency work ng group, which neets on an ad hoc
basis to review issues and prepare Comrittee meetings.
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SAFRC reviews all security assistance programs funded
under the foreign Assistance and Foreign Military Sales Acts
appropriations.

KOLE CF Tk DEPAKTMENT CF STATE IN
SECURITY SUPPORTING ASSISTANCE PROCRAMS

Legislative changes and establishing the Under
Secretary for Security Assistance and the SAPRC review
process have elevatea the State Department's role in
security assistance programs. DOD and AID are responsible,
respectively, for administering the military ard economic
portivs of the overall security assistance progtam. The
State Department, however, must decide to grant such assist-
ance and 1its level .. any couuntry.

Security assistance iz not as centralized as it might
have been under the proposed lnternational Security Aczist-
ance Act, but the State Department's role i1t stronger and
the linkage is now closer between the econocinic and military
compo.ents of security 2ssistance.

In June 1975,‘the Commission con the Crganization of
the Government for the Conduct of Foreign Policy made vari-
wue recommendations which if irplementeod would lmpact on
these respounsipllities and 1oles. Tnese rtecommendations
included (1) estaplishing the position of Under Secretary
ot State for pPolitical and Sccurity Affalrs (as successor
to the existing positions of Under Secretary for Political
Affairs and Under Secrctary for Security Assistance} to
provide a focal point for policy integration of political
and defense matters, (2) br~idening the current SAPRC into
a standing committee of the National Security Council to
berve as the primary torum for interagency review of all
issues involving arms transfers anu secutity azslstance,
and (3) giving the Assistant Secretury of Defense (Inter-
national Security Affairs} an increased role in shaping
the defense program and budget to fit cur foreign policy.
we have not analyzed these proposals and their potential
fmpact on sccurity supporting assistance policy and
programs.

NEED TO ESTABLISH CRITERI™

The current security supporting assistance program
i3 generally intended to providgs U.S. economic support
for a durable peace in the Middie East. Within this
general purpose, determining the political impact of the
additiona. economic resources the United States provides
is difficult. Economically, the recipient countries
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need external assistance, but apparently the levels of
U.S. support or criteria for measuring the contribution
toward peace are not being precisely 2stablished.

According to State Department ar AID officials,
estaoplishing criteria and evaluating adividual projects
funded by security supporting assistance arc possible.
They doubted, however, that specific criteria could be
established to evaluate the overal) economic and pcliticul
impact of this ausistance. Wwe recougnize this difficulty
but believe that the State Department should trv o aevise
such criteria.

MATTEK FOR CONSIDERATION BY THE CONGRESS

We believe that the Congress necds to know mor2
about this assistance. However, <ecurity supporting
assisgtance vi1ll continue to pres.nt problems to those
evaluating its economic and pol.tical imp.ct.

The Congress should consider reqguiring the Secretary
of State in coordination with the Secretary of Defense to
provide the rationale for providing sccurity support:ing
assistance, considering that the Congress has better
control over the use of other forms of development as-
sistance. GSome points which need %o be addressed in-
clude

~-the relationship of the security supporting
assistance to the recipient country's needs,
detense spending, U.S. assistance programs,
and assistance received from other countries,

~~the existence of formal end infornil agree-
ments requiring reciplent countries to cake
certaln actions to promote economic and pol-
itical stability in return for security
supporting assistance, and

-~the conditiors which would lead the lnited
States to terminate the assistance or change
it to another form.

14
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CHAPTER 5

ISSUES AND OBSERVATIONS

Security supporting assistance and its predecessors
have been an important form of U.S. foreign assistance for
mcre than Lwo decades. The legislative and organizational
framework, funding levels, and geoqraphic emphasis have
changed, but the basic purpose has remained consistent.
Security supporting assistance continues to be available
for use in special situations when economiz or political
stapility, or security, is threatened. Although economic
in form, this assistance is usuvally granted for politicel
and military reasons, tather than for economic development,
Some issues involved in providing this assistance are also
unique.

wHEN TO PROVIDE SECURITY
SUPPORTING ASSI1STANCE

According to an AID staff paper, prepared several
vears ago for the pPeterson Commission, "no precise tormula
can be deviged to detecrmine automatically when a country
stcuation calls for [security] supporting assistance.”
Given this uncertainty, the program dependas hecavily on
political factorz ana judgments; economic rationale is
secondary.

The suddenness with which unstable political or mili-
tary conditions might arise adds another complicating
factor. Whereas a country's economic development needs
can be ascertained in advance and often relatec to a develop-
ment plan, foreseeing security supporting assictance needs.
often the results of crises, i1s more difficult.

Flexinility and quick response to crises, therefore;
appear to be Important factors in providing this assistance.
Governmental budgyeting and legislative processes, on the
cther hand, are time consuming and ctrecs ectablished qoals,
rules, and procedures. How can proqgram flexibility be com-
bined with the neea fqr adequate proyram pianning?

This problem wight be lesgsened by tollowing the
approach used in #stablishing the Middle East Special
Reguirements Funu. Specific programs and neecds were not
defined ftor this S$I00 million fund at the time of it:c
justificat:on and subsequent authorization. Instead, it
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was established on the basis of a general need for 0.8.
assintance, in support of Middle East peace efforts,

which would be adaitional to that specified and separately
aothorized for Israel, Egypt, and Jordan. Anticipated,
but undefined, requests from Syria were expected to be

the major part of this need. The Foreign Assistance Act,
however, specifies that the President may obligate or
expend this fund only after notification and justification
to the Congress.

This approach might have broader applicability to
all security supporting assistance. On the other hand,
almost all such U.S, assistance is now directed to the
Miadle Ekast to support peace efforts. It might not be
possible, in a broader reguest for ~ontindgency security
supporting assistance funds, to have .’ ther the geographic
or general purpose focus of the Middle East Special
Kequirements Fund.

FORMS AND TEKMS OF ASSISTANCE

Like the decision to provide security supporting
assistance, determining the most effective forms of such
assistance ic based on aided countrizs' individval cir-

cumstances,

Under the general objective of making a max1imum
feasiblc contribution to developren., Security supporting
assistance can be in one or mere forms. (1) development
assistance, (2) commodity imports, and (3} cash transfers,
The major recipient countries currently use all these
forms. Jordan has received a cash grant for gencral bud-
get support, grants for technical assistance. and loans

for development projects. Israel has recr . g.ants for
commoudity imports. Egypt has received ‘¢ . < commedity
imports and for construction of grain st - . =~,cilities,
and grants for reconstruction and develc - ( rpoces.
Providing ditferent forms o: assistance - 1vidual

countrizs appears to he related both to tiv pulitical
judgments underlying the decicion to grant assistance
and tc individual country capabilities to manage assistance.

For example, in fiscel year 1975, Jurdan recetlved
$67.5 millior in cash grants for budget support. This
aselistance was justified on the basis of general economic
need and was not tied to specific commodity import needs
or part of the Jordanian budget. An AID official, testifying
before the Senate Committee on Appropriations in June 1974,
commented on this assistanre as follows:
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Wilhess:

“We have not tied our budget support to
any patticular part of their budget and

1n that sense the money 1s fungible. This
is Supperting Assistance, this is tunds
provided for general political and secu-
rity purposes, and in that sense the use
of tunds for thelr milttary establishment
18 not considered i{n any way out of line
with this kind of arrangement. That mili-
tary establichment i a very important part
of maintaining the stability in the Middle
Last.* ® *"

senator:

“what you are trying to tell us is that
we have absojutly no control over the
funds?"

Witnuesosy

“we know what theiy genetal tudget spend-
ing 1F tor, and tind that catistactory
tor the purposes that we are providing
this money,”

Senator:

"Would you advige v as t¢ whether the
Jordantan population will directly bene-
£1t from this program other than military
security.”

wWitness:

“They will 1n the sense that maintaining
a stable economic sltuation 1S to the
benefit of all the people. Put anuin, I
will repeat, RMr, Chatrmwan, this 15 a Sup-
porting Assiotance reguest intended for
political as well as econumic purpogen

5 & 8 Y

The AIL offticiral also testifica that the arant was

noe

tied to specitfic cormodlty imports, becaune the Jordantan
unport system was open, without licensing, which did not

Jend

itegelf to controllina imports. In contrast to the
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Jordanian situation, the United States loaned Egypt
$8C million in February 1975 for various commodity 1impoits.

The terms of security supporting assistance, like
its forms, appear to be a miiture of political ana economic
judgments. Moat of this assistance has been gtanled, rather
than loaned, to reciplient countries; but much current assisge-
tance to Middle kast countries is being provided in the form
of loans,

FY 1875 Security Suppoiting Assistance

Gra&ﬁs l.oans

(milliony}

Israel $324.% § -
Egypt 56.9 194.3
Jotaan 68 .5 9.8

Accoraing to AID's loan policies, the terms for repaying
loans from security supporting assistance funds ate normally
harder than terms tor development loans.

~-becurx*i supporting asgistance loans--3-1/2
percent interest, 5 to Ju years matur ity
from ftirst dispursement, itncluding a grace
period up to % vears,

~=-Developrent Joans--2 percent interest duling
a J0-ycar grace period and 3 petcent there-
after, 40 years' maturity from fir1st dishurse~
ment, including a grace periog of 10 yedrs

Soth sets of loans' terms are concesslonal, The lending terms
for aevelorment loans, however, ai1e the mintmum permissible
under the Foreiqgn Assistance Act, whercvas the teims recom-
mended for securilty supporting assistance loans ate entab-
lished ry AIL policy, not by staltutory (equirement. In
practice, though, most AID leoans from security supporting
assistance funds have been at the minlmum permissible, devel-
opment loan terms.
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