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®ffire of the Attornep General ~
Washmagton, 8. @. 20530 oS

November 8, 1979

Department of Justice Status
Report on Iran-Related Actions

T
/\D\\;“ A -
Demonstrations by Iranians —— \atal
1. The permit to demonstrate in Lafayette Park issued to

Iranian students by the Department of Interior has been revoked
by the Secretary.

2. The Attorney General has asked Mayor Barry and the
D.C. Chief of Police to attempt to dissuade Iranian students from
demonstrating in the District of Columbia. As a second position,
the Mayor and Chief of Police will try to negotiate an agreement
for the demonstration by Iranian students to be confined to areas
away from the White House, Capitol and Pennsylvania Avenue.
The Mayor and the Chief have pledged to use their best efforts.

3. In the event persuasion fails, a motion for a
temporary restraining order is being drafted which would ask
the court to enjoin demonstrations near the White House, Capitol
or on Pennsylvania on the theory that any violence arising
from these demonstrations is very likely to cause immediate, direct
harm to the American hostages held in Iran.

4. A broader request for an injunction which would
prohibit demonstrations anywhere in the Capital of the United
States is also being prepared.

5. A teletype has been sent to all United States
Attorneys instructing them to ask local officials to give notice
of all requests for demonstration permits by Iranians, and to
ask local officials to limit demonstrations as much as they
legally can.
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6. An emergency modification of Department of Interior
regulations is being prepared which would prohibit the issuance
of a permit to Iranian students to demonstrate on property
under the aegis of the Department of Interior unless approved
by the Secretary. This emergency regulation would be effective
for seven days and would suspend the regulation that requires
action by Interior within twenty-four hours.

Current Deportation or Departure of Iranians

There are 1,037 current deportation proceedings against
Iranian students in which orders to show cause have been issued
and the cases are in various steps of the administrative process.

218 out-of-status Iranians have been deported or were
granted voluntary departure in the last six months. In the same
period 60,000 Iranians left the United States without the
Govermment asking them to leave.

Prospective Deportation of Iranians

1. The Immigration and Naturalization Service is prepared
to conduct an updated survey to identify out-of-status Iranian
students presently in the United States for immediate institution
of deportation proceedings under present law.

2. Memoranda of legal analyses of the authority to
effect, and drafts of implementing regulations, orders or
statutes are being prepared for the following:

a. Summary revocation by Executive Order
or a statute of all nonimmigrant visas of
Iranian nationals, or any subset thereof.

b. Abbreviation of the procedure required
to deport out-of-status Iranians under
the present law, or legislation to accelerate
this process.

c. Expulsion or detention of representatives of
the Iranian Government presently in the
United States.

3. The Immigration and Naturalization Service is preparing
an estimate of the time it would take to expel a given number
of Iranians if the deportation process can be accelerated and
voluntary departure encouraged by institution of deportation
proceedings.

4. Regional Directors of the Immigration and Naturalization
Service have been instructed to ask local officials to detain

~SECRET —~



arrested Iranian demonstrators until they are questioned by
INS officials to determine whether or not they are subject to
deportation proceedings.
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®ffire of the Attornep General 7
Washington, B. €. 20530 ==
November 8; 1979
MEMORANDUM TO: The President -
. . 3 - - - /
FROM: Benjamin R. Civilsgtti
Attorney Genera]é? W
SUBJECT: Iranian Student Demonstrations

The following is a summary of the central constitutional
and other legal principles relevant to the current and proposed
demonstrations by Iranian students in the City of Washington.
Principally due to the actions taken by the Nixon Administration
to impede and interfere with anti-war demonstrations, this is
an area of law as to which there has been a great deal of
writing both by the Supreme Court and by the federal courts
in the District of Columbia. The controlling considerations
can be briefly articulated.

First, under our Constitution, persons in this country
legally or illegally - whether aliens, out-of-status students
or others -- are entitled to the same First Amendment protections
and rights as citizens. Thus, to whatever extent our Consti-
tution confers rights to engage in marches, demonstrations, or
speeches, those rights are available to citizens and non-citizens
alike. Of course, courts will look at the particular circumstances
in each case, and the identity, nationality, or other attributes
of the individual demonstrators may in some cases be relevant
in applying the controlling legal standards.

Second, as you well know, the First Amendment guarantees
to all persons the right to "free speech," -- including the
right to march or demonstrate. That right is not absolute.
Courts have long recognized the power of the Government to
regulate the time, place, and manner in which these activities
are conducted. However, because the City of Washington is the
seat of Government, and because there is special symbolism
associated with the Capitol, White House and other federal
facilities, the courts have recognized a special right to
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assemble and to engage in speech here. 1Indeed, as a result

of the cases that arose out of the Vietnam Veteran, May Day,
Cambodian Incursion and other demonstrations during the Nixon
Administration, the law with respect to the use of these
particular facilities in this city is fully developed. Again,
as you would expect, it establishes broad First Amendment
rights to demonstrate here and imposes very strict limitations
on the ability of the Government to regulate or interfere with
Washington demonstrations.

Persons are legally entitled to receive permits to
demonstrate at the Capitol, White House sidewalk, and Lafayette
Park unless the Secretary of Interior and other appropriate
officials determine that those demonstrations will occasion
a "clear and present danger" to life, property, or order. On
the basis of an affidavit from the Secretary of State outlining
the potential harm to hostages, all permits have been denied
or revoked. Therefore, this student group -- the Moslem
Student Association -- has now no permission to demonstrate on
these federal premises.

No one would question that the enormity of the possible
consequences in this case would satisfy the "clear and present
danger" standard: the "danger" could hardly be more clear.

But the gravity of the possible injury is only one part of the
equation. Because of the fundamental and essential nature

of First Amendment rights in a free society, the cases require
that there be a convincing showing that these extreme conse-
quences will flow immediately, directly and necessarily from
the demonstration. It is on this issue that our proof may

be found lacking. On the basis of law enforcement assessments
available at this time and those likely to be obtainable, it
is difficult to make the case that the danger is indeed
"present," i.e., that there is evidence of a direct, causal
link between the proposed demonstrations and tragedy in Tehran.
We can clearly show that if this demonstration ends in violence,
there is serious risk of death in Tehran. However, we have

no evidence or compelling reason to believe that violence

will occur if the demonstration goes forward. To the contrary,
the evidence available now suggeststhat these will be peaceful
vigils and marches. Moreover, the District and Park police
officials involved have all advised and would testify that
they have a better opportunity to prevent violence if the
demonstrators are marching with a permit in prescribed areas
than if permits are denied and the demonstrators appear at
random in the city.

SENSITIVE



Third, on the streets and on land other than federal
property in the District of Columbia, persons have a
Constitutional right to gather and speak, and no permit is
required. The students now have a right to gather and walk
from place-to-place or engage in vigils so long as they do not
obstruct traffic. While it would be procedurally possible for
the Government to go to court and seek to enjoin even these
activities, the constitutional standard is extremely high
for the issuance of such a prior restraint which the courts
have analogized to a suspension of the First Amendment. The
Government would have the burden of proving to the Court that
the First Amendment activity poses a "grave, immediate, and
irreparable" threat to the lives of our hostages in Tehran.

As with the "clear and present danger" test, we have no question
of our ability to persuade any court that the "harm" here is

of the highest order, but again we have little basis for
showing a court that the harm will flow "directly" and
"immediately" from these student marches.

Such a Court injunction against all speeches and demonstra-
" tions to be issued in advance of the activity carries the
heaviest burden, and requires the courts to apply standards
that failed to satisfy the Supreme Court in cases such as the
Pentagon Papers case where the showing of threat to life as
well as the foreign relations of the United States was strong.
Without evidence of the likelihood of confrontations or
violence here by the participating demonstrators, it is highly
unlikely that a court would grant a request for such an
injunction. We know of no case in which a court has been
willing to sustain an injunction as broadly applied as this
one would need be.

Finally, these cases that have established the legal
standards for demonstrations here in the District of Columbia
have also become the vehicles for defining the civil liabilities
of Federal Government officials. In a series of rather cele-
brated cases in the last few years, it has become established
that law enforcement officers and their supervisors may be held
personally accountable in money damages to persons who are
prevented from exercising their speech rights. In order
successfully to avoid a judgment of civil liability an official
like the Secretary of Interior must be able to show that he had
no basis for knowing that his action was outside the law. Stated
differently, if an official "ought to know" that he is acting
beyond the authority that the laws and the Constitution and
the cases provide, he may be subjected to liability. Neither
the fact that he is acting with the best of motives, nor that
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he is carrying out an explicit direction from the President
or anyone else, will shield him from possible personal
liability. Each of the actions described above -- revoking
permits, barring demonstrations, etc. -- carries with it this
prospect, and each action must be assessed in light of the
reasonableness of its legal basis.

In the final analysis the most difficult of the legal
questions will be resolved not by the court in ruling on an
injunction or on a civil suit against our officials. The
most difficult questions are ultimately yours to make before
any court actions are initiated. Because of your duty to
take care that the laws be faithfully executed, and because
of mine to aid you in that constitutional function, we have to
decide whether the law empowers or forbids Government action.
Of course, that judgment will not be made in a vacuum or on the
basis of hypothetical circumstances. We have endeavored to
assure ourselves that we have as much information as possible
and that we have carefully considered the legal alternatives.
Prepared in that fashion we should be in a position to make
the difficult judgments should that be required.
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THE WHITE HOUSE
WASHINGTON

09 Nov 79

Zbig Brzezinski

The attached was returned in
the President's outbox today
and is forwarded to you for
appropriate handling.

Rick Hutcheson .

Jim McIntyre
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THE WHITE HOUSE
WASHINGTON
11/8/79
Mr. President:

Jim McIntyre's comments
are attached.

Copies have been given to

the Vice President, Hamilton
and Frank Moore.

Rick/Bill
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THE WHITE HOUSE - - }éé/ﬁo) mu/’
WASHINGTON Z2ar4.4. 5?@7°f§/ L, fﬂ

: November 7, 1979 42/ 4 weedy |

THE PRESIDENT o agproad  So 9, %

ZBIGNIEW BRZEZINSKI /@ . ,4/ Z:{/JW/Q/Z.M

Long-Term Military Relationship N en - £y
with Egypt (C) friar. ey .

e e e s e e e

At Tab A is the State-Defense decision memorandum on longer-
term military assistance to Egypt, which you requested after
the PRC met on this subject. I have held this memorandum
awaiting Jim McIntyre's comments, but they are still not
available, and I think that a decision is needed now. (C)

The State-Defense memorandum provides the technical information
you need to make the crucial decisions required, so I would

like to address myself to the larger picture. With these
decisions, we have the opportunity, and in my view the obligation,
to cement a relationship of vital importance to-the United States.
President Sadat has nowhere else to turn for military assistance.
He is in this position by virtue of turning away from the Soviets
and moving closer to the United States and Israel -- steps of
unprecedented benefit to our interests in the Middle East. Our
failure to support Sadat militarily at this critical juncture could
have disastrous effect on our overall peace effort. (S)

It is important to stress that we have taken responsible steps
to keep the assistance package at a reasonable level. We
received a larger and more expensive list from Sadat, but we
pared that 1list by projecting smaller, yet more sophisticated,
Egyptian armed forces. Further, we are working with the
Egyptians to build up their indigenous arms production base,

and, if the moderate Arabs move closer to the peace process,

we hope to encourage their resSuming contributions to Egypt S
defense. (S)

I strongly agree that we need to provide more assistance and

preferred financing terms in FY 81, and that this funding

should be in addition to the already strapped FY 81 security
assistance budget. We do not want an arms delivery gap to
occur during the next two critical years, nor do we want to
affect adversely vital interests elsewhere as we move to
protect the interests at stake here. (S)

DECLASSIFIED
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Finally, I think that sufficient facts are presented here
for you to make a decision at this time, rather than to wait
until after the budget cycle runs its course next month.

- Sadat is expecting a reply shortly, and delaying the decision

until December could affect the Strauss/Linowitz wvisit on
November 17. (S)

RECOMMENDATION:
That you approve each of the five recommendations in the
State-Defense memorandum at Tab A. (U)
Approve , Disapprove
Attachment
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MEMORANDUM FOR THE PRESIDENT

SUBJECT: Long-Term Military Relationship with Egypt

Issue for Decision

You asked for a decision paper examining the implications
of a long term military assistance program for Egypt along
the lines proposed by the PRC, and alternatives. In this
paper, we have taken into account the budget impacts of
continuing security assistance for Egypt, as you requested.

BACKGROUND

Following Vice President Mubarak's visit last June, you
wrote to President Sadat suggesting that our two governments
work closely to plan a longer-term military supply relationship,
in order that Egypt could satisfy a greater proportion of
its military equipment needs over the next several years.
You also indicated at that time the hope that Egypt would
assign highest priority to economic development rather than
to military programs. DOD began the planning process with
Egypt in August. Based on its report of the results of this
first exchange, the PRC met on September 20 to consider the
issues and make some recommendations.

The DOD report validated Egypt's priority military
needs for the defense of its homeland. The analysis showed
that whatever assistance we could provide within feasible
financial assistance levels would not meet all their needs
and would not create a significant threat to Israel; Egyptian
force structure would in fact be less than that in the 1973-
79 period. It is also clear that, with the cessation of
Soviet assistance earlier and Arab assistance at the time of
the Peace Treaty, the US is seen by Egypt as not only chief
supplier of military equipment but practically the only
source of substantial credit assistance. In view of present
political circumstances and Egypt's economic situation, the
US is likely to remain in this position for a while to come.
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Our decisions on the scope of a longer term arms supply
relationship thus have significant political content. This
is true not only of the size of the program, but also its
pace. The deliveries in the current "three-year" program
are front-loaded. Therefore, if we simply phase in a five-
year program after "the three-year program," we will have a
severe interim "delivery gap" of 2-3 years which will put a
serious strain on our overall relationship.

The PRC recommended a multi-year security assistance
program for Egypt, involving $350 million in FMS credits in
FY 1981 and $800 million annually for the five years thereafter,
FY 1982-86, borrowing from the unspent portion of the $1.5
billion peace package to assist earlier starts of selected
new programs in order to minimize the gap in deliveries of
equipment, and relying on future appropriations to ensure
full funding of approved programs. The PRC also recommended
that we agree to sell F-16 aircraft and M60A3 tanks to
Egypt, as well as a few more F-4Es (i.e., about 15) if
necessary.

There are several issues that require your decision:

- The multi-year nature of the US commitment;

- Annual funding levels;

-~ Whether to begin additional funding in FY 1981;
- Use of "cash-flow" financing;

- ©Sale of F-16 aircraft and M60 tanks.

" The Nature of the US Commitment

With the Peace Treaty, the $1.5 billion FMS program,
and your decision to enter into joint planning, we are
already well on the road toward a long term security assistance
relationship with Egypt. To move the planning process
beyond this point, we need to indicate to Egypt what level
of credits we might provide in future years. °

Given extensive and pressing Egyptian modernization
needs, and the high costs of the programs involved (e.g., 80
F-16s for $1.8 billion or 900 M60s for $1.2 billion), we
would not be able to fully fund the most important programs
with a single year's credits, nor delay the start of programs
till the requisite credits had been accumulated. This means
we must start selected major programs with available credits,
e.g., drawing upon the unspent portion of the $1.5 billion




program, taking the risk that Congress will appropriate in
subsequent years the credits necessary to continue those
programs (this is called the "cash-flow" approach). Neverthe-
less, we do not propose a formal multi-year budget commitment.
Rather we recommend that we continue the planning process
with Egypt, indicating the specific level of FMS financing

we intend to seek from Congress in FY 1981 and FY 1982. We
would make clear that financing is subject to annual Congressional
authorization and appropriation. We would point out that we
do not have a formal multi-year commitment with Israel. We
would indicate that we intend to request substantial levels
for the out-years, suggesting we use the FY 82 figure (and

by implication its extension in future years) for planning
purposes only. As programs are planned by the US and Egypt
together under these sums, the US would carefully control

the flow of letters of offer to them in order to avoid
overcommitment.

3

FY 82 Funding Levels

We have studied Egypt's military needs and priority
equipment requests in great detail. We examined alternative
annual funding levels to see what militarily justified types
and quantities of equipment could be bought by Egypt with
our credit assistance. Illustrative alternatives are as
follows: :

- §$500 million a year would permit purchase over five
years of some 50 F-1l6s, 300 M60s, 4 patrol gunboats, but a
severely cut-down list of vehicles and other equipment, and
no additional air defense. This is well under the quantities
Egypt has said have priority and which we believe are justified
from a military point of view.

- $650 million a year would allow us either to add
somewhat to the numbers of aircraft or tanks Egypt could buy
or to offer a more substantial amount of the smaller equipment
items the Egyptian services would like so much to have and
we believe they urgently need.

- §$800 million a year would permit purchase of the
full quantity of priority F-16s (80), but still only 300
M60s, plus other equipment, but no more aircraft and no more
air defense weapons. This amount would neatly replace Arab
military aid, which was $800 million a year.
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- §$1 billion a year - President Sadat's request and
the same as Israel now receives - would permit the purchase
by Egypt of 80 F-16s, the full priority complement of 900
tanks, additional air defenses, but no additional aircraft
or frigate-type ships.

4

The PRC recommended $800 million a year.

None of these alternatives meet all of Egypt's needs or
priority requests. They would, however, provide some of
Egypt's requirements for advanced weapons (which we support)
over the next six years. Nonetheless, the lower alternatives
shown above would result in considerable delays in the
delivery of equipment, because of the slow pace of programs
required. While we are also embarking on a program of
limited production assistance to Egypt, it will have minimal
impact 'in satisfying Egyptian requirements for the foreseeable
future.

The budgetary impact differential among these annual
funding levels is not great, assuming no "forgiveness"
(grant aid) is involved. For FMS credits extended by the
Federal Financing Bank, the annual appropriation must cover
only the guarantee fees, which equal 10% of the loans.
Thus, the budget appropriation would range from $50 million
to $100 millioon a year. OMB already assumes, in its budget
projections for FY 1982, credit funding at the $500 million
a year level. (The possibility of FY 1981 funding is discussed
below) .
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We do not recommend forgiveness for Egypt. Egypt's
external financing deficit appears just about balanced by
the external assistance they receive. Egypt should be able
to manage the interest and subsequently the principal repayments
if we offer the same terms provided for under Peace Treaty
package--10 year grace period and 20-year repayment of
principal thereafter. By the same token, however, we do not
recommend that Egypt directly fund a major portion of approved
purchases from their own resources. It would merely divert
resources from priority economic development. In our judgment,
these recommendations would not lead to a requirement for an
increase in currently projected U.S. economic aid levels to

Egypt.

FY 1981 Funding

.
The original $1.5 billion treaty package was supposed
to cover a three-year period, but it is already committed
and it satisfied only a small portion of Egypt's priority
needs. If we do not begin the new assistance program until
FY 1982, we would face a politically difficult two-year gap
before we can even announce a new sale to Egypt, and a three
or four-year gap between completion of major deliveries from
the $1.5 billion program and the start of new deliveries.
In the meantime, Egypt's Soviet equipment will be seriously
deteriorating, with attendant decline in Egyptian military
morale.

There will be unspent credits remaining from the $1.5
billion package--either $520 million in FY 1980 or $320
million in FY 1981 and we could draw upon those to start new
programs for Egypt ("cash flow"). However, we would have to
pay them back out of subsequent years' appropriations.

Therefore, the PRC has recommended some new funds be
made available in FY 1981 to permit a transition to be made
to the new longer-term program. The PRC specifically suggested
$350 million for this purpose. )

Additional credits for Egypt in FY 1981 could have
serious implications for the overall FMS credit program.
State and Defense have requested a global level of $2.304
billion for FY 1981 (the present OMB mark is $1.98 billion).
$1 billion of this is for Israel, $175 million is for treaty
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commitments to Spain, Philippines, and Panama; $250 million
is for Turkey, leaving only $879 million for Greece, Jordan,
Thailand, and numerous smaller but crucial programs around
the world. A program for Egypt cannot be undertaken with
the security assistance financing levels cited above. A
decision to begin a regular program of FMS financing for
Egypt means the level will have to be raised by the amount
earmarked for Egypt, for FY 1981 and beyond.

Alternatives for FY 1981 funding are as follows:

~ No new credits in FY 1981. We could make some minor
new program starts by borrowing from the unspent portion of
the $1.5 billion, but this alternative would probably be
insufficient to start any major program, like F-16.

Some new U.S. resources need to be committed

to meet our foreign policy objectives.

- $225 million in new credits in FY 198l1. This would
make available a total of $545 million in credits in FY 1981,
permitting some new program starts. However, at the pace
these amounts would permit, the delivery gap could be
reduced in perhaps only one major program. The budget
impact would be only $22.5 million (10%) additional.

- $350 million in new credits in FY 1981. This would
make available up to $670 million, and would allow substantial
new starts and acceleration of deliveries to close the
delivery gap. It would impose less of a "cash flow" payback
burden in FY 1982 and thereafter. The budget impact would
be only $35 million (10%) additional. The PRC recommended
this alternative.

Use of Cash Flow Financing

The foregoing alternatives for FY 1981 fuhding have
assumed the use of cash flow financing to minimize the
deliveries gap. Objections to cash flow financing, which we
utilize in the Israeli program, have been raised because of
the financial risk to the US involved unless a long-term FMS
financing program at substantial levels were established.
Because of this risk we do not recommend cash flow financing
across the board; rather we propose this method of financial
implementation only on a selected basis to begin important
programs in FY 80 and 81 and only drawing on committed but



not yet spent funds from the original $1.5 billion program.

We believe that limiting the use of cash flow financing in
this manner meets previous objections and limits our financial
exposure to an acceptable level. Cash flow financing (up to

$320 million available) in combination with new FY 81 funds
(e.g. $225-350 million) would make available up to $545-670

7

‘'million to begin new programs in FY 1981. This will help

bridge the gap until a more substantial program can begin in
FY 82. - :

Equipment

Only F-16 aircraft and M60 tanks pose policy issues.
Their release poses no serious arms control or arms transfer
issues given the quantities under consideration and the
quality of equipment in neighboring countries. We have sold
identical or superior equipment to other friendly nations in

the area. Tactically, Israel could objec

and we will need to conduct extensive

"consultations with Congress before any formal proposal is

made. Because of production line problems the tank sale may
have to be notified to Congress relatively soon. F-16s
might wait, although we need a decision in principle to
permit us to continue our discussions with the Egyptians.

We have looked at less capable equipment such as F-4s
and M48AS5s from the U.S. inventory, but have concluded we
cannot strip U.S. forces without adversely affecting U.S.
combat capability.

This
may change over time and we will keep the situation under

‘review.

Congressional and Israeli Implications

A substantial continuing FMS program for Egypt will
come as no surprise to either Israel or to the Congress.
Israel will probably not object as long as the program does
not threaten its security -- which any feasible programs do
not --

Congress has been supportive
of our security assistance to Egypt. We will have to guard
against Congressional attempts to wedge the Egyptian program
in under the overall level or to cut crucial programs in
other countries. Once we have your decisions, we plan to
consult closely with key members and committees about the
emerging program.

&ﬁkﬁ/



Recommendations:

1. That we continue our five-year planning discussions
with Egypt, without seeking a multi-year appropriation from
Congress, on the basis of anticipated annual FMS credit
amounts of up to: '

- 81 billion (equal to Israel)

- $800 million (recommended by PRC)

- $650 million

- $500 million

2. That we begin new FMS financing in FY 1981 at:

-~ $350 million (budget impact $35 million)
(PRC recommendation)

- $225 million (budget impact $22.5 million)

- Other

‘3. That the amount of financing for Egypt in FY 1981
and in subsequent years be added to the projected FMS

financing level.

- Approve Disapprove

4. That the "cash flow" approach be used in FY 1980
and FY 1981 to facilitate selected new program starts and
sustain the momentum of programs.

- Approve Other

5. That you approve in pr1n01ple the sale of F-16
aircraft and M60 tanks. .

- Approve [ Disapprove
. / '
L QLA \ oL . '/L}' &%[’l/u/\ %M@%
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EXECUTIVE OFFICE OF THE PRESIDENT
OFFICE OF MANAGEMENT AND BUDGET

WASHINGTON, D.C. 20503

November 8, 1979

MEMORANDUM FOR: THE PRESIDENT
FROM: - James T. McIntyre, Jdr.
SUBJECT: Security Assistance ReVationship with Egypt

State and Defense have forwarded the joint decision memorandum on our
long-term military assistance relationship with Egypt which you requested
following the September PRC meeting. I understand that Dr. Brzezinski is
also sending you a memorandum on this subject. Because their memorandum
proposes substantial additional FMS financing not included in the regular
1981 budget subm1ss1on and a major executive branch commitment for 1982
and beyond, We have taken the time necessary to give this important
budget decision the thorough review called for under your procedures for
new commitment proposals. Although State and Defense raised this issue
with you last month, we have only in the last few days received from them
the necessary data to complete our review.

Our review reinforces my earlier recommendation that you not make your
decision on the Egypt program until it can be evaluated in 1light of the
full 1981 security assistance budget request, because:

State's 1981 FMS request, which does not include the proposed $350
million for Egypt, already exceeds the planning ceiling by over $300

million. Furthermore, the budget requests of the foreign affairs agencies .

in total are $3 billion over the ceiling in BA and $1 billion in
outlays.

. Our preliminary ZBB analysis suggests that State's 1981 request
includes FMS program packages that are clearly of lower priority than
a minimum level program for Egypt.

. Despite our having informed them of the budget pressures, State and
Defense refused to provide a ZBB ranking that shows alternative levels
for Egypt within a worldwide program -- they argue that the entire
Egypt FMS program must be additive to their already high 1981 request.

. State and Defense, in their desire to initiate a large program, are
proposing a "cash flow" approach to financing most of the program.
This approach would borrow from obligated but unspent funds to make
down payments on new orders. They would thus pyramid existing
authority in a way which mortgages future appropriations to pay for
past commitments. Some cash flow financing may be inevitable, but OMB
has concentrated on finding ways to reduce the size of the unfunded
future 1iability.

DERIVATIVE CL BY
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. An ad hoc decision on Egypt carries the risk that our 1981 FMS request
could substantially exceed the overall program level likely to be
supported by Congress and put us once again in the position we now
face in allocating a 1980 program that cannot possibly satisfy the
expectations of all the countries who believe they have priority
claims.

. The greater the size of Egypt's program, the more vulnerable we will
be to Israeli pressures for increased military aid. State is
currently considering increases in their $1.0 billion 1981 FMS request
for Israel. It may also be harder to hold the Tine on more aid for
Turkey if Egypt gets a big increase.

The principal reason offered for an earlier, separate decision on
military aid to Egypt is that further delay in informing Sadat and
Mubarak about the results of David McGiffert's August survey of Egypt's
military needs could raise doubts about the sincerity of our commitment
to provide military aid on a long range basis. I realize the importance
of reassuring Sadat, but, it should be possible to assure them of U.S.
support while reserving time to complete a thorough review of the budget
implications of proposals for a major new multi-year military aid
commitment. David McGiffert's visit to Egypt now scheduled for late
November would only have to be postponed until mid-December to allow time
for your final decisions on the 1981 security assistance budget. There
are no)urgent deadlines on placing orders for major systems (F-16's or
M-60's).

I understand some consideration is also being given to conveying your
decision to Sadat during the Strauss/Linowitz visit on November 17.
However, I cannot judge the relative importance of giving Sadat this
information this soon as compared to allowing more time to evaluate these
proposals in the light of your tight budget situation.

If, nevertheless, you feel you must make a decision now, my
recommendations on the State/Defense proposals follow. A budget issue
paper upon which these recommendations are based is attached.

In considering alternatives, I believe we must not lose sight .of the
broader questions affecting this specific decision.

. Should the U.S. approve $2.4 billion in new sales to Egypt in 1980-81
and embark on a $4.3 billion multi-year program so soon after the $1.5
billion Peace Package?

. Are arms sales of this magnitude consistent with the Administration's
general policy of arms transfer restraint?

. Would the Administration be vulnerable to accusations that we are
repeating some of the same mistakes we made in not restraining the
Shah's acquisition of arms?
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. Should we undertake with Eqypt the kind of multi-year commitment that
it has been your policy to avoid and which we have recently told
Turkey is "out of the question?"

. What should be the balance between U.S. military and economic aid to
Egypt (we currently plan $750 million of ESF and $250 million of
P.L. 480 aid)?

. Can we count on the Congress to support a multi-year program of this
magnitude -- if not,.we will be borrowing serious trouble in the
future?

AID is concerned that the magnitude of these new sales coupled with
the $1.5 billion Peace Package will contribute to a rapidly growing
Egyptian foreign debt problem. Even during the 10 year grace period,
the annual interest payments on the FMS package will rise to about
$750 million -- adding to Egypt's debt service burden which already
amounts to 22% of export earnings. AID reports that Egypt is
embarking on multi-billion dollar projects with European manufacturers
for telecommunications, housing, and other construction seemingly in
the absence of any long-term framework as a guide., These economic
concerns reinforce my view that we should limit new military programs
to the minimum that will meet overall political objectives. Failure
to meet domestic economic needs is likely to be a greater threat to
Sadat than any likely military threat.

Recommendations

If you believe that you must decide on the Egypt proposals before we have
completed the regular 1981 budget review, I recommend the following:

. Withhold a decision on the specific new fighter for Egypt pending a
review of alternative aircraft (e.g., F-5G's) and direct the PRC to
review and forward for your decision the question of approving a
follow-on intermediate export fighter (FX).

. Approve a limited one-time exception allowing cash flow sales to Egypt
in 1980-81 for 300 M-60"s and two squadrons of new fighters
(approximately 35 aircraft) with total cost not to exceed $1.5
billion.

. Approve $225 million in FMS financing for Egypt in 1981 which together
with $212 million of unexpended Peace Package credits will be
sufficient to finance the limited cash flow options recommended
(Alternative #4 in the attached paper). If you feel that for
political reasons a higher 1981 level is essential, you could approve
$350 million in 1981 while limiting cash flow orders and outyear
levels (Alternative #3).

Approve $500 million in FMS financing for Egypt in 1982 (sufficient to
cover 1981 payments due on the Timited cash flow option) and authorize
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State and Defense to inform the Egyptian government of this planning
level after consulting with the Congress.

« Direct that no planning levels beyond 1982 be conveyed to Egypt and
that the Egyptian government be informed that future year Tevels of
financing will be determined on the basis of an annual review of the
threat, Eqypt's economic situation, and our own budget situation.
(This is our present policy toward Israel.)

Decision

1980-82 Orders and Financing

Alternative #1: $2.4 billion new military orders (80 aircraft, 300
tanks); $350 million FMS financing in 1981, $800 million FMS in 1982.
(State/Defense request)

Alternative #2: $2.0 billion new military orders for aircraft and
tanks (60 aircraft, 300 tanks); $350 million in FMS financing in
1981, $650 million FMS in 1982.

Alternative #3: $1.5 billion new military orders (35 aircraft, 300
tanks); $350 million in FMS financing in 1981, $500 million FMS in
1982. ‘

Alternative #4: $1.5 billion new military orders (35 aircraft, 300
tanks); $225 million FMS financing in 1981, $500 million FMS in 1982.
(OMB

recommendation)

Cash Flow Financing

Allow cash flow financing after 1981. (State/Defense
request)

Limit cash flow financing to $1.5 billion of new orders in 1980-81
only. (OMB recommendation)

Fighter Aircraft

Approve sale of F-16 in principle. (State/Defense
recommendation)

Withhold approval of F-16 pending PRC review of follow-on
intermediate export fighter (FX). (OMB recommendation)




Future Commitments

Inform Eqypt of 1982 FMS planning level and further authorize its use
as basis for joint planning with Eqypt for 1982-86 period.
(State/Defense request)

Inform Egypt of 1982 FMS planning level only; FMS financing beyond
1982 to be determined on the basis of an annual review of the threat,
Egypt's economic situation, and U.S. budget. (OMB

recommendation)

Attachments
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[ssue Paper
International Security Affairs
1981 Budget
Issue #1: Egypt

Background

In late June the President directed that the Secretary of Defense begin planning a longer term military
supply relationship with Egypt. Since then, U.S. and Egyptian officials have exchanged visits and on
September 20 the Policy Review Committee recommended that:

- The U.S. discuss military sales with Egypt based on anticipated annual levels of $800 million of
FMS financing for the 1982-1986 planning period.

- The U.S. provide Egypt $350 million of FMS financing in 1981 to provide a "bridge" between the 1979
three-year $1.5 billion Peace Supplemental and the beginning of a five-year planning period in 1982.

- The "cash flow" method of financing (essentially incremental down payments on large scale purchases
for which most payments would be made from financing available in later years) be used in 1980 and 1981 to
facilitate the start of selected new programs -- the current proposal, however, requires cash flow
financing well beyond 1981.

- The U.S. sell Egypt F-16 fighters and M-60 tanks in addition to other, less controversial, weapons
systems.

OMB suggested that the President defer final decisions on these recommendations until State and Defense
examined their long-term implications as well as other less costly alternatives; the President so directed
(he also pointed out that budget constraints would be very severe).

The State/DOD recommendations are designed to:

- Respond to the President's directive to develop a longer term military assistance relationship with
Egypt. (State and DOD arbitrarily chose 1982-1986 as the planning period.)

~SECRET—
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- Bridge the two to three year gap in major military deliveries between the equipment procured under

the 1979 Peace Package and that which could be procured under a new annual FMS financing program beginning
in 1982.

- Provide President Sadat a visible sign of U.S. support both to recognize his positive participation

in the peace process and to quiet potential criticism from the Egyptian military because of their
deteriorating Soviet weapons inventories.

Statement of Issues

AI
B.
C.

D'

What levels of FMS financing should the U.S. provide Egypt in 1981 and 19827
To what extent should FMS orders for Egypt be financed on a cash flow basis?

What commitment, if any, should the executive branch make to provide FMS financing to Egypt beyond
19827

Should the U.S. approve now the sale of F-16 aircraft to Egypt?

Alternatives (A11 amounts are additive to the $1.5 billion 1979 Peace Package commitments.)

1.

Provide $350 million of FMS financing in 1981, $800 million in 1982, and use the 1982 level for joint
planning with Egypt for 1983-86. Allow $2.4 billion orders on cash flow basis in 1980-81 and continued
use of cash flow after 1981. Approve F-16 sale (80 aircraft) in principle.

Same as Alternative #1 except provide $650 million of FMS financing in 1982 and use this level for
joint planning in 1983-86. Approve F-16 sale (60 aircraft) in principle.

Provide $350 million of FMS in 1981 and $500 million in 1982, with level of FMS financing beyond 1982
to be determined on basis of annual review. Limit cash flow financing (not to exceed $1.5 billion) to
300 M-60's and Timited order of new fighter aircraft. Defer decision on specific fighter aircraft
pending PRC review of a follow-on intermediate export fighter.

Same as Alternative #3 except provide only $225 of FMS financing in million 1981. (OMB
recommendation).

_SECRET 2
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Alternative #1 - Cash Flow ($350 million in 1981; $800 million, 1982-86) (State/DOD request)

State and Defense propose an explicit commitment to Egypt to seek from Congress $800 million in FMS
financing in 1982 and authority to use the 1982 level for planning purposes in discussions with the
Egyptians about the balance of the 1982-86 planning period.

State and Defense propose to use $350 million of new 1981 financing, together with $212 million of
obligated but not yet expended Peace Package funds, to order on a cash flow basis $2.4 billion in new items
in 1980-81 (80 F-16 fighters, 300 M-60 tanks, and $98 million in other items). These orders would mortgage
future FMS programs to the extent of $2.1 billion. Payments due under this option without any further new
orders would total $800 million in 1982 and $589 million in 1983.

For 1983-1986, the State/Defense plan assumes $800 million annually which, in addition to covering payments
due on past orders, would permit an additional $2.0 billion in new orders, largely on a cash flow basis.
The volume of new orders is projected to exceed annual FMS financing throughout the five-year period with
the "mortgaging" to end in 1985.

The State/Defense plan assumes no resumption of Saudi or other Arab financial support for Egypt's military
modernization or economy in the 1981-86 period.

Advantages

Permits early orders for F-16's and M-60's assuring a substantial flow of new items following
delivery of Peace Package items.

. Provides dramatic demonstration to Sadat and Egyptian military of our commitment to long-range
military assistance relationship.

Disadvantages

Placement of $2.4 billion in new orders in 1980-81 on cash flow basis would mortgage future security
assistance programs by committing the U.S. to provide FMS financing in the $800 million range for
several years.

—SECRET—
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An additional $2.4 billion in new orders during the 1979-81 period supposed to have been covered by
the $1.5 billion Peace Package could be regarded by the Congress as excessive.

. Sales to Egypt totaling $3.9 billion in the 1979-81 Peace Package period will provide Israel
additional leverage for raising our annual FMS credit level (State is considering a $200 to $500
million increase for Israel).

. The proposed level of new orders on a cash flow basis would preempt Congress by committing the U.S.
to major financial obligations in advance.

« Multi-year commitments on this scale would undercut prospects for shifting some of the burden of
financing Egypt's military modernization back to Saudis and add to Egypt's debt-service burden.

Alternative #2 Cash Flow ($350 million in 1981; $650 million, 1982-1986)

The 1981 FMS level is the same as Alternative #1 but with lower outyear levels. Because this option is
designed to conform to a smaller ($650 million) 1982-86 annual FMS credit levels, new orders in 1980-81
would be reduced from $2.4 billion to $2.0 billion by ordering a smaller number of F-16's (about 60). This
would reduce future claims on the FMS program from $2.1 billion to $1.7 billion.

Because of reduced payments due, an estimated $143 million in new orders could be fully funded in 1982
under Alternative #2 compared with no new orders under Alternative #1 (where the full $800 million would be
required to cover payments due on past orders).

This alternative suffers from the same disadvantages as Alternative #1 though the level of new orders and
unfunded future obligations is lower.

Alternative #3 Limited Cash Flow ($350 million in 1981; $500 million, 1982-86)

Under this alternative only a limited 1981 aircraft sale and 300 M-60's would be financed on a cash flow
basis. A1l other purchases in 1980-81, as well as future years, would either be fully funded by available
FMS financing or could be placed if backed by Saudi or other Arab commitments to cover all payments due.




Two squadrons (36-40) of F-16's or a larger number of less expensive aircraft (F-5G's), total cost
approximately $1.0 billion, could be ordered in 1981, requiring an estimated $65 million in unexpended
Peace Package funds to cover first year payments. Because the 300 M-60's costing $451 million will have to
be ordered in 1980 before 1981 FMS financing become available, they could be financed initially with $80
million in committed but unexpended Peace Package funds, and the $215 million in payments due in 1981 could
be paid out of the $350 million in new 1981 FMS. With a total of $562 million available ($212 million from
the Peace Package and $350 million in 1981 FMS credits), there would be $202 million left to fully fund
other new orders. '

This level of financing would cover unfunded liabilities from the $1.5 billion level of 1980-81 orders and
make up for diverted Peace Package funds. Assuming $500 million annually, an additional $1,225 to $1,350

million would be available over the planning period for new orders, including follow-on support, on a full
funding basis. Major new orders of fighter aircraft and tanks could be placed on a dependable undertaking
basis with resources drawn from Egyptian foreign exchange earnings or resumed Arab financial support.

This option neither assumes nor precludes resumption of Arab financial support for Egypt. It would be less
1ikely to undercut prospects for such resumption than higher annual levels of U.S. aid.

Advantages
. Permits early orders for 300 M-60's and limited numnber of F-16's or F-5G's.

By restricting use of cash flow financing avoids deeply mortgaging future security assistance
programs.

A limited unfunded commitment is more likely to be acceptable to Congress.
-3

. Preserves option of shiftiﬁg burden of financing future Egyptian orders back to Saudis and increases
incentive for Egyptians to seek Saudi aid.
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Disadvantages

. Egyptians will be disappointed at the limited number of new aircraft to be ordered and lower outyear
financing planned.

. Requires substantial new FMS financing during three-year period of Peace Package.

Alternative #4 Limited Cash Flow ($225 million in 1981; $500 million, 1982-86)

This minimum level alternative assumes the same level of orders in 1981 for fighters and tanks on a cash
flow basis ($1.5 billion) as Alternative #3. The difference is that only $77 million would be available
for fully funding new orders rather than $202 million.

The principal additional advantage would be that the 1981 FMS request level would be $125 million lower.
The principal additional disadvantages would be that desired orders for miscellaneous other items (TOW
vehicles and missiles, command carriers, TANG-class submarines, radars, patrol boats, and support
equipment) would have to be substantially reduced unless other resources were available (Egyptian or
Saudi).

Multi-year Commitment. “We remain concerned that a financing commitment -- however couched as a "planning"

level -- will, when combined with major new orders in the 1980-81 period on a cash flow basis:

. Limit Presidential flexibility in adjusting future worldwide FMS programs to reduced -appropriations
(State is finding it difficult to reprogram the 1980 FMS program) and changes in the Middle East
political climate.

. Presume a congressional willingness to appropriate higher levels of FMS funding in support of the
Egypt program.

. Reduce Egyptian “incentives to look elsewhere (Saudis or other oil rich Arab countries) for financial
aid for military procurements.




. Increase pressures from other countries for similar commitments. It has been Administration policy
to avoid multi-year commitments and we have only recently told Turkey in the course of our base
negotiations that such a commitment is "out of the question.”

Cash Flow Financing - Only Israel is now allowed to purchase regqularly on a cash flow basis. Other FMS
customers must have authorized and appropriated FMS financing at the time of sale or they must have sound
economic prospects or third country commitments to finance the payments (such as Saudi commitments to
subsidize Jordanian and Yemeni procurements). A decision now to approve the sale on a cash flow basis of
the proposed 80 F-16's and 300 M-60's will mortgage future security assistance programs to the extent of
$1.9 billion and lock us into an $800 million FMS payments for Egypt in 1982 and $589 million in 1983
exclusive of any new orders in the 1981-1983 period. Approval of the proposed additional arms sales
(APC's, ships, trucks, etc.) as a basis for planning in 1983-1986 would make it necessary to continue to
place orders on a cash flow basis until 1985.

The asserted needs for FMS financing in 1981 and 1982 are based substantially upon the cost of F-16's.

That aircraft is having major difficulties because of engine problems. There may be lower cost
alternatives. A decision on the new export fighter(FX) could provide such an alternative and this option
should be thoroughly examined before a decision is made on what aircraft to sell to Egypt. One of the
leading candidates for the FX, is the F-5G which would use a proven engine. Sadat has rejected the F-5E as
a "tenth rate aircraft," but the F-5G or other follow-on intermediate export fighter has not been
considered.

The State/Defense $4.3 billion multi-year plan also includes 8 patrol gunboats costing $1,172 million,
items of lower priority in relation to the threats Egypt faces and, consequently, something we should avoid
committing ourselves to finance at this time.
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($ in millions)

1980/81 1982 1983
Alternatives Alternatives Alternatives
#1 #2 #3 #4 #1 #2 #3 #4 #1 #2 #3 #4
Agency OMB Agency OMB Agency OMB
Req. Rec. Regq. Rec. Req. Reg.
New Purchases 2,414 2,065 1,702 1,577 -- 143 30 30 954 119 215 215
Fighters/Tanks (2,316) (1,892) (1,500) (1,500) -- -- -- -- -- -- -- --
Other ( 98) ( 173) ( 202)* ( 77)* - (143)* ( 30)* ( 30)* (954) (119)* (215)* (215)*
Payments Required 562 562 562 437 800 650 500 500 747 650 500 500
(01d Orders) -- -- -- -- (800)** (507)** (470)** (470)** (549)** (531)** (285)** (285)**
(New Orders) ( 562) ( 562) ( 562) ( 437) -- (143) ( 30) ( 30). (198) (119) (215)  (215)
New Funds Available 350 350 350 225 800 650 500 500 800 650 500 500
Unexpended
Peace Package Credits 212 212 212 212 - - - - -- - - --

* New orders fully funded.
** Includes repayment of funds borrowed from Peace Package.




THE WHITE HOUSE

WASHINGTON

November 9, 1979

MEMORANDUM FOR THE PRESIDENT (FYI ONLY)
FROM: AL MCDONALD@((

SUBJECT: Congressional Tracking System

Attached is an illustration of a new system we have introduced
for keeping track of Congressional leanings on major Adminis-
tration initiatives. We developed this Congressional tracking
system earlier this year while trying to muster enough votes
to pass the Trade Agreements Act through Congress. It has

now been introduced here for general use by our Congressional
Liaison group in the White House for the difficult legislative

battles we now face in energy, hospital cost containment and
SALT.

According to the latest summary results compiled and analyzed
on November 6, the analysis indicates that we have 184
Congressmen either leaning for or supporting passage of the
Hospital Cost Containment Bill, 200 either leaning against

or opposed to passage of the bill and some 47 who are neutral.
From this summary analysis, the Congressional Liaison group
was able to identify 70 members of Congress who are either
leaning against the bill or are neutral who should be targeted
for further efforts from the White House. Call assignments
for these 70 Congressmen were divided earlier this week

among the President, the Vice President, Senior Staff and

the Cabinet. Using this system last week, we were also able
to identify southern states in which we face our biggest -
opposition and targeted a mailing to newspaper editors of
information on our position on the bill. (This mailing was
made up of excerpts of your recent speeches as well as
speeches or testimony of other Administration spokespersons
which we scheduled at your request two weeks ago.)

This is an example of a management tool which will better
enable us to direct our resources where our real problems
are and to measure the progress of our lobbying efforts. It
not only helps us to achieve our legislative goals but to
present a cohesive and organized front to the Congress.

Electrostatic Copy Rade
for Prasewation Purposes
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LEANINGS BY STATE
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LEANINGS BY STATE - REPUBLICANS
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The attached was returned in
the President's outbox. It is
forwarded to you for your
information.

Rick Hutcheson
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THE WHITE HOUSE j
WASHINGTON

November 9, 1979

Electrostatic CopY fade
MEMORANDUM FOR THE PRESIDENT  (FYI ONLY) o Prasomvation PR
FROM: AL MCDONAL%.

SUBJECT: Calendar of Executive Action

Recognizing your interest in our getting a better planning
perspective on actions we can control, we are introducing

this month our "Calendar of Executive Action." Attached is an
initial copy for the month of November that we have been using
this past week on an experimental basis to begin to size up the
appropriate timing, sequences and handling of key events,
including suggestions for your direct involvement.

As you will recall, we requested information to begin this
calendar project at the initial Cabinet meeting this fall.
From that input we have attempted to screen and translate that
information into a simplified, schematic diagram that should
help us to move out ahead of the action to a much greater
degree.

In addition to our office, major contributors to the project
have been Jim McIntyre, Jack Watson and Stu Eizenstat's staff.

Uses of the Calendar

The calendar can be a useful tool for the following:

l. To plan a pattern of your exposures and the likely
major news breaks subject to our scheduling decisions

(e.g., the timing of announcements, speeches, public meetings
and other events). '

2. To schedule negative and positive events so that we
are not cancelling out our accomplishments on the same day
that negative governmental announcements are to be released.

~ 3. To consider the juxtaposition of upcoming actions or
decisions and their relationship to public expectations or
reactions related to subsequent events (e.g., in our Tuesday
morning meeting, Stu and I mentioned three or four items to get
your guidance on timing and the position of events following



our discussion that morning of the calendar. To illustrate,
we might want to delay your decision on the Northern Tier
Pipeline until after your Washington State trip since it is a
divisive issue that could detract from- the positive effect of
your presence there by 1solat1ng Senator Magnuson "‘and others) .

. 4. To program certaln speeches and announcements by Cabinet.
members ‘to- .reinforce your publlc p051tlons and to reflect.
-publlcly a coordlnated 51ngle Administration posture.

5. . To bracket key events by others (such as announcements
of Presidential cand1dac1es as shown on the November calendar)
by appropriate ‘actions by you or other members of your Administra-
tlon that empha51ze your accomplishments and leadership.

" 6. To,coordlnate arrangements between Whlte House Senior
Staffers and Executive Departments . for upcoming events three
to four weeks ahead of time. This should improve the quality
of outside participation and provide for the smoother running of
these activities to achieve maximum impact from them.

The System

We will be updating this calendar on a weekly basis, looking
ahead four weeks for planning purposes. As soon as events

can be confirmed, we will be designating those responsible to
propose complete plans, usually written, covering all of the
agencies and participants who could and should contribute to the
success of the event.

When the system is fully operational by the end of this month,
we will also be able to feed back to each Cabinet officer and
agency contributing information their events that are being.
incorporated in the White House Calendar of Executive Action.
That means we: can work more closely with them on these major
events, leaving all others for their handling in a routine
fashion. . . L

From a systems v1ewp01nt we anticipate sortlng information

on about ‘300 events .for: each four week span. From that broad
base we will be mak1ng ‘about 50 .additions and another 50

changes every week to“keep the calendar up to date. After the
break-in period ‘during computerlzatlon only some 3 hours weekly
of keypunch operator. time.will be .required. to produce and
distribute the 1nformat10n on a selected bas1s.

Naturally, we will be holdlng very closely the complete calendar
for use by Hamilton and myself ‘in discussions with Senior Staff
members. To reduce leaks, we will. tightly control copies.

As the system becomes fully operational, we will use the
calendar frequently in our daily meetings with you in
considering scheduling alternatives against a backdrop of
Administration-wide activities.
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Zbig Brzezinski

The attached was returned in the President's’
outbox today and is forwarded to you for

your information and appropriate

handling. Please forward a copy of the

attached to Secretary Vance for action.
Rick Hutcheson

cc: The Vice President
Frank Moore
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November 6, 1979 - f”/wwl /

Electrostatic Copy Made ,\//
for Preservation Purposes

.Dear Mr. President:

Encouraged by the recent successful completion of
negotiations with Mexico over natural gas, I write to
you on a matter which has occupied my attention for

several years concerning our neighbor to the North,
Canada.

Among the many items which may be placed on your
agenda for the November 9 talks with Prime Minister Clark
is one which both I and the Senate as a whole are inter-
ested: namely, the border broadcast dispute. In the
last session of Congress, the Senate unanimously endorsed
a resolution (S. Res. 152) I sponsored which called upon
the President to raise this issue with the Canadian
government. While I am certain that there is no need to
recite the details of this dispute, I would like to take
this opportunity to reaffirm my desire to see this problem
resolved and would greatly appreciate your assistance
during the upcoming talks. If little else, it seems
important that we communicate our continued interest to
the new Clark Administration.

Just this past March while in Canada, I had the
opportunity to discuss this subject with then Prime
Minister Trudeau and Mr. Clark. It did not then seem
to be an insurmountable problem.

We in the Congress stand ready to reciprocate any
action taken by the Canadians to help resolve this dis-
pute. In both the House and the Senate legislation has
been drafted which would concede certain tax exemptions
long sought by Canada.




The President
November 6, 1979
Page 2

Finally, I might emphasize again that this problem
extends well beyond the issue of revenues lost or gained
by American broadcasters. What is at stake is the con-
tinued health and strength of U.S. - Canadian relations;
relations, moreover, which are critical to the well-being
of the entire North American continent.

Sincerely,

Daniel Patrick Moynihan

The President
The White House
Washington, DC 20500
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.. major energy projects that could eventually match, if not exceed, the impact of
the oil pipeline. Even given a sudden cancellation of most or all of the major
projected energy projects, Alaska would be far from devastated, according to a
state economist. (Bob Shallit, Anchorage Daily News, 10/26)

. Recessionary trends are beginning to eat into some of the Texas govern-
ment's major sources of revenue, despite a record $3 billion cash surplus in the
state treasury. The 1979 tax collections of $5.4 billion showed their smallest
increase in five years, primarily as a result of slackened economic conditions.

- (Dave Montgomery, Dallas Times Herald, 11/6)

PLAN TO NEGOTIATE URBAN WOES CATCHING ON IN TEST CITIES -- The Carter admini-
stration is quietly encouraging pursuit of a plan that could revolutionize the
way cities deal with the federal government. If experiments in St. Paul, Minn.,
Gary, Ind., and Columbus, Ohio, are successful, cities may soon be attacking
their problems through collective bargaining and negotiation. Under the plan,
called "Negotiated Investment Strategy,'" a city tells the federal government of
its desire to negotiate with state and federal officials and the business
community. An initial exchange of views is followed by demands and hard
bargaining leading to an agreement on a single, comprehensive urban investment
strategy supported by all parties. (Douglas Lowenstein, Dayton Daily News, 11/5)

'BERT LANCE MEMORIAL LAW' DISTURBS BANKERS -- Former OMB director Bert Lance
has cast a shadow. that darkens the doorstep of every small bank in the country.
The shadow is the Financial Institutions Regulatory Act, known as the "Bert
Lance memorial law," which restricts overdrafts and loans taken by bank
“insiders" -- officers, directors and their families --and requires buyers of
banks to be scrutinized by.regulators before taking control. The law is so
strict that many bankers are now -choosing to do business at other banks. The
.act may also have two long-term consequences on small-bank ownership: a push
‘toward ownership of banks by large holding companies, and a decline in the value
of banks. (Richard M. Johnson, Kansas City Star, 11/4)

STATE FIGURES SHOW FEDS ARE GUZZLING GAS -- Federal gasoline purchases in
Missouri are on the rise at a time when the U.S. Department of Transportation is
"threatening to cut off some state highway funds unless the states force motor-
“ists to reduce their gasoline consumption. A review of state statistics for the
first nine months of this year shows an increase of nearly 8 percent over last
year in .federal gasoline purchases, compared to a drop of about 4 percent in
‘distributors' sales to gasoline dealers and other private buyers. Where the
increased federal purchases went is unclear, but many federal officials are
assuming GSA is responsible. GSA officials deny the accusations. They maintain
"that gasoline purchases were reduced during the 1978 fiscal year. (Thomas G.
‘Watts, Kansas City Star, 11/4)
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'NOTE TO THE PRESIDENT

FROM: JACK WATSON

Because this is so utterly unbelievable, I

thought you should see it.

This woman's capacity for perfidy and vicious
prevarication is boundless. We are going to

beat them both.

Electrostatic Copy Made
for Pregevation Purpnees
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It was an average, ordinary. [light for
* Jane Byrne-Tuesdiy night. She sat back tn*
the smoking section of the 727 reading her
~mail, eating her chopped steak and accus-
ing the President of the United States of
blackmail, intimidation, collusion and cout-
~Fight bribery. -

“Aid even though those.thing may have
made Chicafio "famous, the mayor made’
quite clear she did not like them coming
from the White House.

“Carter is calling people all over the
state, you know,"” she said. “Oh, yes. lle's
on the phone making promises saving he's
got 55,000 jobs to hand out. saying he hs
jobs in Washington, poing around to cofn-
mitteemen saying: *What docs vour fon
want?' These are the things that the Presi-
dent of the United States is doing.”

BYRNE WAS FLYING (o Boston where,
on Wednesday, she would sit in the front

Kennedy, announced his presidential inten-
-tions. She would then travel with him 1o
‘New [lampshire and Maine hefore flying
back with him to Chicigo. It would he a
good .chance to see the country aud let the
country sce her.

My only fear is that America may noj*
quite be ready for the mayor.

have been delivered by Carter and his peo-
‘ple,"” she said. * '‘We make chicken salad
out of chickens." That was one of them.

“That is about as high level as Carter
saying he would whip somebody'§ ass.
That is just not presidential. We don’t need
cheap shots and cheap tactics.

“I don’t want 10 brag, but it took cour-
age for me to endorse Kennedy. It was one
of my more difficult decisions.

“I SAID TO MYSELF: ‘Look what Carter
can do to me, look what he can chut off.
Maybe I should wait a month.’ )

“But then I thought of what my election
"~ had stood for. I thought of how senior citi-
zens were threatened, how workers were
told they would lose their jobs if they voted
for me. ... This is what Carter is doing
now.,

“l did not want to support a candidate
because of blackmail and intimidation.
That's what it would have been if 1 had
supported Carter.”

" Byrne had said earlier in the day that
Kennedy would be a shoo-in for President,
but she was feeling a little loss suve now.

““When I said he would he a shoo-in, |
meant in the general election.” she said.

“TIEE NOMINATION fight will be an or-
deal. An ordeal for buth Ted Kernedy and
me."” :

Asked if. the President might be a wee
hit vindictive toward her should he be re-
tained in office, the mayor «aid with a look
of pure innocence: “No. why ou Earth
should he be vindictive? UBut didn't she
bring Carter in to raise money for her, lead
him to believe she was on his team and

~Roger

row of Fanecuil Hall as her candidate, Ted”

r
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therr~Detray him?

“If he feels betrayed, he has no right o2y

- she said. “I got a call from a presidential
aide saying the President would come in
for my dinner and 1 said straight out: ‘I

don’t need him for this dinner. I don't mean/

o he smart-alecky, but I don't need the

Precident. I've scen the polls.’

“And 100K, TSprmtotrenteiidous amount

“on that dinner. that hoat and those South-

" orn helles. He charged ime to fly out, that's

standard, hut-not one sentence in his entire
text got applause.

“WHEN I MET.WITH the President, 1
made-¢ledr lo him: ‘Mr. President,-if..yon
~Uiink you are helping me, you're not.’ R
Of the most troublesome aspect of her
candidate’s career, Chappaquiddick, the

“Statements have been made and threaty,  mayor said she had gone through the same

.

“thing herself. [P g
“FiTgtof-alt hive vou ever tried 10 drive
on Cape Cod after 10 p.m.? You can't. 1
tried. You can end up anyplace,” she said.
“I tried to find a house there once with a
police escort, and it 1ook an hour.
“Three years ago, you know, [ was in a
train crash. I was taking some Democratic
women down to Springfield and we
crashed. I passed out and I didn't know it.

G

and 1 didn’t even notice it. All the women
were screaming and I didn't even know [
had injured my shoulder. I called Daley and
it took me five tries to dial the number.

“LATER, I IAD NO recall of my actions.

Now look at Kennedy. tle fell in the water. -

On his head. Shock can do horrendous
things to you.”

Byrne said she was nol wairied about
Kennedy's detractors, that all the Kennedys
had been attacked.

“They are used 1o it,” she siid. “Ted
didn’t have to run. He stitl would have had
his millions. But he chose to, chose to run
apainst a powerful incumbent like T chosu
to run. ’

“I feel confident. I'm backing a winner.”

Fhere was broken glass all around me

And, in a tew weceks, when Carter comes
to Chicago for his own fund-raiser? Will
the mayor be out at the airport to welcome
him?

“If I'm in lown,” she said. Then she
thought a moment. “My greeting Carter at
the-airport would be just like Mayor Daley
going out to greet Richard Nixon.”

. And if you ever wondered what the
- twist of the Kknife sounded like, vou just
heard it.




