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DSA ADMINISTERED INFORMATION ANALYSIS CENTERS

1. Subject of Interest

In FY 72 the Director, Defense Research and Engineering (ITR&E),
assigned DSA administrative management of nine (9) contractor-operated
Information Analysis Centers (IACs). These Centers, located in research
and development facilities, review, amalyze, synthesize and refortat
world-wide ecientific and technical information in specific areas of
technology for dissemination to the IoD research and development community.

2. Bac ound

As the result of consolidations and disestablishment of Centers since
assignment, there are currently eight (8) active IACs with & ninth to be
activated in FY T7. The centers are: Chemical Propulsion Information
Agency; Infrared Information and Analysis Center; Machinability Data Center;
Mechanical Properties Data Center; Metals and Ceramics Information Center;
Nondestructive Testing Information Analysis Center; Thermophysical and
. Electronic Properties Information Analysis Center; Rellability Analysis Center &
Weapons Guidance and Control Information Analysis Center (to be activated in

FY 77). E

The provision of authoritative scientific'and engineering information in
the format required by DoD scientists and engineers removes the necessity for
each to individually locate and analyze the vast store of ipformation and
avoid duplication of technical effort elready performed. The centers operate
in well-defined areas of technology, such &s chemical propulsion, infrared
"physics, engineering properties of materials, mon-destructive testing and
tactical weapons guidance and controld. The IACs receive technical direction
and surveillance from DoD laboratories having competence in the specimlized
science or technmology of the Center. Products and services of the I1ACs
include responses to ingquiries, scientific and epngineering reference books, -
state-of-the-are reviews, technology assessments and current awareness
publications. The centers are required by DIR&E to recoup at least 50% of
their direct funding through .the sale of their products and services to their
users, oD, other government contractors and the gemeral public.

3. DoD Position

The DSEA Information Analysis Center Program is vital to the DoD scientif:ic
and engineering community. It enables program management anpd research and
development personnel to maeke the most effective use of time and rescurces
and avoid duplication of techniceal effort already performed, underwvay or
planned.
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L. Current Status

The IACs achieved 59% of direct funding in FY 76 and are expected to
ipcrease this in FY T7. A user awareness/user needs study conducted in
FY 76 noted- that 93% of the DSA IAC users were satisfied with center
products and sexpvices.

Originator: Defense Supply AQ-“ e

Date of Preparatiom: 10 Dec 75
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ASSISTANT SECRETARY OF DRFENSE (INTERNATIONAL SECURITY AFFAIRS)

The attached material includes those "issue papers" prepared and
submitted by the ASD(ISA) in conmnection with the transition from

the Ford to the Carter Administration, which are deemed releasable

in accordance with the Freedom of Information Act. Certain docu-
ments, the unclassified titles of which are attached, have been
withheld on the basis of 5 U.S5.C. 552(b)(1l), those proverly and
currently classified in the interest of national defense, and

5 U.5.C. 552(b)(5), intermal communications within and among agencies.
The purpose served by this withholding is the preservation of the
order and substance of sensitive intermational problem areas which,

if released, could prejudice the United States' interests and nego-
tiating position vis-a-vis the affected countries, our allies and
adversaries. Additionally, the protection of staff advice and opinion
in interagency communications is considered essential to preserve the
candid exchange of information among agencies when such information

is required by one or more agencies in order to make decisions affect-
ing several Federal agencies and the pursuit of U.S. interests abroad.
Should it become common practice for such information to be revealed
prior to the resolution of the issue or policy decision, the decision-
making authorities would possibly be denied a source of frank opinion
and the information could be used by other nations to neutralize the
résultant decisions and policies.

The denial official for these documents is Eugene V. McAuliffe, ASD(ISA).

ravy Ko
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"DEFENSE REPRESENTATIVE, IRAN

BACKGROUND:

In September 1975, the Defense Depa;tment,'wifh State
Department concurrence, established the office of and assigned
a U.S. Defense Representative, Iran (DEFREP Iran)}. :

DEFREP Iran is a civilian position with duty station
in Tehran, -Iran, and is authorized a staff of no more than
eight (8) perscnnel. : .

Under the direction of and respon51b1e to the U.S.
Ambassador, the DEFREP Iran:

- Superv1ses and coordinates Department of Defense '
activities in Iran (excluding Defense Attache
Office and ‘Marine Guards which remain under direct
Embassy supervision and military operational matters
under the purview of the Joint Chiefs of Staff);

~ Implements and coordinates Department of Defense
positions in Iran within the framework of overall
U.S. Government pollcy, and, :

- Monitors arms sales programs and related act1v1t1es.

DEFREP Iran normally communicates’ Wlth the Secretary of
Defense through ASD(ISA) and informs USCINCEUR, CJCS and DSAA
as appropriate. The ASD{ISA) provides overall policy guidance
to DEFREP Iran on behalf of the DOD.

With the exception of those specific DEFREP Iran responsi-
bilities stated above, Chief, ARMISH-MAAG continues to serve as
2 member of the Country Team and retains responsibilities and
authorities as provided for by current terms of reference and
instructions, keeping DEFREP Iran fully informed. As additional
duty, Chief ARMISH-MAAG is designated Deputy DEFREP Iran. ’



SECURITY ASSISTANCE TASK FORCE

1. Subject of Interest:

H
The Secretary of Defense has established a high level
Task Force to review current arms transfer and security
assistance operations.

2, Backgroﬁnd:.

On 28 October 1976 the Secretary of Defense signed a

- memorandum establishing a "Task Force to Review Arms Trans-
fer and Security Assistance Operations™., This concept
originated in OASD/ISA/DSAA, and was intended to provide

a comprehensive review of procedures used within the DOD for
handling the Security Assistance program, to insure that these
procedures "reflect policy, (and are) realistic, efficient
‘and consistently applied". The Task Force consisted of the
General Counsel as Chairman, the Assistant Secretary of
Defense (Comptroller), the Principal Deputies to DDRGE and to
the Assistant Secretaries of Defense (I§L), (ISA) and (M&RA),
the Assistant Secretaries (I§L) of the Army, Navy, and Air
Force, and the Director of the Joint Staff. In addition

the Inspector General for Foreign Assistance of the Department
of State was invited to have a representative sit with the
Task Force. The Task Force was requested to present its

final report, containing specific recommendations for changes
needed in all areas of arms transfer and Security Assistance
operations, to the Secretary by 20 December 1976.

3. DOD Position:

The original task force report was intended to examine
DOD procedures in Security Assistance and present recommenda-
tions for improvement where required. Subsequently, the
‘Chairman determined that this report would, in addition,
provide a useful means for briefing the Transition Team on
Security Assistance issues. Accordingly, on 4 November 1976
the General Counsel issued a memorandum to all members of
the Task Force, setting forth a list of topics constituting
the framework of the review which comprised all aspects of
Security Assistance, including policy formulation, organi-
zational structure, principles of operation, and management
procedures. To the list of original members and participants
several additional DOD elements were added as participants,
including the Director, DSAA, the Joint Logistics Commanders,
and the Director, Planning and Evaluation. 1In addition, at
the request of the Secretary of the Air Force, the membership
assignment for Air Force was shifted from the Assistant
Secretary (IGL) to the A551stant Secretary (FM)



F-104 REPLACEMENT FOR NATO COUNTRIES

Subject of Interest

The five-nation F-16 Multinational Fighter Consortium (Belgium,
Denmark, Netherlands, Norway and the US) will produce, procure and
deploy a high-performance, standardized lightweight fighter aircraft
to replace the aging F-104s.

Background

The four European participating governments (EPG) formed a four-
nation consortium in 1973 to seek a common aircraft. In June 1975
the Europeans agreed to buy the F-16, which the US Air Force selected
in January 1975 for its own inventory. This led to the formation of
a new five-nation consortium, with the US participating, for the ..
development, production and procurement of the aircraft.

The F-16, in its basic configuration for all five nations, incorporates
advanced technology which produces excellent capabilities for both
air-to-air and air-to-surface missions. Advanced radar will provide

an adverse weather bombing capability in addition to beyond-visual-range
target acquisition in air-to-air combat. Acquisition of the same aircraft
by all five nations will contribute significantly to the much needed
standardization of NATD forces and it will be capable of countering

all known threat aircraft in the close-in air combat environment

through the 1980s. :

The Europeans will procure 302 {with options for 46 additional) and

the US 650 aircraft. Two hundred fifty of the US aircraft will be
stationed in Europe. The first of eight full-scale development aircraft
now being produced under the existing preliminary contracting was

rolled out of the General Dynamics plant in Fort Worth on October 20, 1976.
It is scheduled for delivery to the Air Force in December.

The European aircraft industries of consortium countries will produce
L40% of the procurement value of their own aircraft, 10% of the US
aircraft and 15% of aircraft produced for third countries. 1in addition
to production at the Fort Worth airframe assembly plant (i5 per month),
there will be production in Belgium (SABCA/Fairey) and in The
Netherlands (Fokker) (combined production rate of six per month).

Pratt & Whitney will assemble the F~100 engine (also used for the

F~15) in the US, and Fabrique Nationale will assemble engines in
Belgium. The European consortium countries will receive subcontracts
for about 60 co-production items in airframe, avionics and engine
hardware, modules and sub-assemblies.

DoD Position

The USG strongly supported selection by the EPG of the same lightweight

. fighter chosen by the US Air Force, thus permitting a major step



forward in standardization and logistic support among NATO allies.
DoD is fully certifying the F-16 for nuclear capability. Production
alrcraft will have nuclear wiring in order to make possible the
option of adding AMAC/PAL (DCU-201) controllers. However, each
Government will have to make its own decision to equip its aircraft

for nuclear capability.



CONFERENCE ON SECURITY AND COOPERATION IN EUROPE (CSCE)

ISSUE

The DoD position on the implementation of the Conference on
Security and Cooperation in Europe.

BACKGROUND

The Conference on Security and Cooperation in Europe concluded
with a 35-nation summit meeting held in Helsinki from 30 July -

1 August 1975. At that time, an agreement (called the Final

Act) was signed and covered four areas: (1} principles
governing relations between states (including confidence-building
measures); (2) economics, science, technology, and trade; (3)
freer movement of people, ideas and information; (4) follow-up
mechanisms.

The two major confidence-building measures (CBM's) agreed are:
(1} prior notification of military maneuvers; and (2) exchange
of observers at exercises.

As the CSCE Final Act is not a treaty, its terms are not legally
binding. However, the circumstances surrounding the signing of
the accord indicate that its terms are politically binding due

to the commitment made by all signatories at the time. President
Ford pledged the US to full implementation of the agreement and
stated that the US was concerned more with the way in which
signatory states implemented the agreement rather than with

their statements about it.

With regard to CSCE confidence-building measures, the West has
fully compiied with the agreement. The Western allies made six
maneuver notifications in 1975, including in such notifications
all exercises above 25,000 {major maneuvers) and some below 25,000
(minor maneuvers). The West also invited Warsaw Pact observers

to attend one of the exercises but there was no Pact response.

In 1976 NATO members made notification of seven major and minor
exercises, and invited observers to four of these. No Warsaw
Pact member nation has yet accepted an invitation to observe.

a NATO maneuver. .

Since signature of the Final Act, the USSR has notified two major
maneuvers, while Hungary has notified two minor maneuvers and
Poland a major maneuver. Observers were invited to the two
Soviet maneuvers and to the Polish exercise. No US observers
have yet been invited to a Pact maneuver. Those who have
attended report that they were allowed limited access to
information and what activity they were permitted to observe
appeared to be set-piece '"'demonstrations'' rather than maneuvers
as usually understood in the West. While the Warsaw Pact nations



have thus been less than forthcoming in implementation of
confidence-building measures, there is however no evidence
that they have violated the CBM terms of the agreement.

DoD POSITION

In the area of military confidence-building measures, DoD has
been fully supportive of efforts to implement the CSCE agreement
as a way of improving relationships between East and West, and
Is participating in preparation of the US position for the 1977

. follow-on CSCE meetings in Belgrade.



dPERATION OF THE SINAI SUPPORT/FIELD MISSION

Issue/Problem: The Sinai Support/Field Mission presents no particular
policy issue at this time. This is an information brief.

Background: - The USG agreed to establish an early warning system in
the Sinai as an integral part of the Scptember 1975 Basic Agreement
between Egypt and Israel (popularly called the "Sinai II Agreement').
A senior inter-agency group (State, ACDA, AID, CIA, DOD-ISA) under

the auspices of the National Security Council coordinates and provides
overall manazgement for the Sinai Support Mission (SSM).

Public Law 94-110 authorized the assignment of not more than 200

. American civilian volunteers to the Sinai to establish and operate

an early warning station, the Sinai Field Mission (SFM). The SFM
attained an initial operational capability on 22 February 1976. The
Field Mission consists of four sensor fields (two at each end of thé
Giddi ‘and Mitla Passes), three watch stations, and a base camp for
housing the assigned personnel and providing administrative, communica-
tions and all other support.

The-primary functions of the SFM are to: ' o e

- wverify the nature of the operations at the Egyptian.and
Israeli surveillance sites in the Sinai;

- to monitor the passes in the early wérning area;

- report the movement of any armed forces other than the United

Nations Emergency Force into either pass or any observed .
preparation for such movement. ’

The Department of Defense provides logistical, technjcal and

. contract audit support, and has provided, on a- fully reimbursable -

basis, the sensors, monitoring equipment and surveillance devices

" utilized by the SFM. Additionally, DOD provided, on a loan basis,

the communications equipment used by the SFM during the initial period

of operations.

DOD Position: DOD supports fully the SSM/SFM and has provided
considerable assistance to the establishment of the missions, pri-
marily in the area of technical and contractual support. It is fully
understood that no DOD funds are to be utilized in this undertaking,
that there will be no direct involvement by DOD personnel in the opera-
tion of the SFM, and that all Government Furnished Equipment (GFE)
required by the SFM will be provided on a fully reimbursable basis.
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STATUS OF UN PEACEKEEPING FORCES (ARAB-ISRAELI CONFRONTATION AREA)

Issue/Problem: There are no significant policy problems at this time
(November 1976).

Background: Three UN-sponsored peacekeeping organizations are engaged
in peacekeeping activities in the Middle East -- the UN Truce Super-
vision Organization (UNTSO), the UN Emergency Force (UNEF), and the
UN Disengagement and Observer Force (UNDOF).

UNTSO. UNTSO was established in 1948 with an indefinite mandate.
Observer personnel come from 17 nations and number about 300.

" The U.S. and the USSR furnish 36 personnel each. UNTSO conducts
observatory/reporting operations unflaterally along the Israel-
Lebanon border and augments UNEF and UNDOF in the Sinzi 2nd Golan.
UNTSO is funded from the UN regular budget.
UNEF. UNEF was established in October 1973 under a 6-morth mandate

with periodic review for renewal. The force consists of seven

national battalions totaling approximately 5,300 pérsonnel. Perma-
nent members of the Security Council (SC) are prohibited from -
providing forces. The UNEF supervises implementation of UN

Security Council cease-fire resolutions in the Sinai.

- UNDOF. UNDOF was established in June 1974 to supervise the cease-
fire in the Golan Heights. UNDOF consists of two battalions and
logistical units totaling approximately 1,200 men. Permanent wmem-
bers of the Security Council (SC) are prohibited from providing
forces.,- :

By UN resolution, the U.S. provides 28 percent of UNEF/UNDOF costs.

In addition, the U.S. provided $3.1 million of nonreimbursable support
during the start-up phase of UNEF and UNDOF and $10.0 million of non-
reimbursable support to UNEF during the expansion of operations .
required by the Sinai II ‘agreements.

DOD Position: DOD continues to support these forces by providing
personnel to UNTSO and reimbursable logistic support to all three
peacekeeping organizations. The US Army, as executive agent for the
DOD, has managed the provision of all reimbursable and nonreimbursable
support for both UNEF and UNDOF,
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U. S. MILITARY IN NEASA REGION

\
See Attachment A for symmary chart of DoD Military Personnel
Strengths by area and country in NEASA region. Disparities
between figures here and in other attachments explained by
difference between assigned versus authorized and by changes
subsequent to preparation of Attachment A.
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State Defense Respon51b111tles . |

L

1. Subject of Interest

The interface between the Department of State and the De-
partment of Defense in approv1ng country requests for Foreign
Military Sales.

2. Background:

The Arms Export Control Act gives the Secretary of State
the responsibility for continuous supervision and general di-
rection of all sales, and for determining whether there shall
be (1) a sale .and the amount thereof, and (2) a delivery or
other performance under such a sale. :

The Department of Defense is responsible for 1mp1ement1ng
the programs that State has approved, : ‘

State has not in the past reviewed each and every country
request for a sale. Rather, the Department of State had de-
veloped a system for catego*1zlng those particular requests
which it wishes to review. '"Category A" countries may request
major weapon systems sales directly from the Department of :
Defense, and "Category B" countries request approval of:salés:”
of major defense equipment directly from the Department of . o
State., Category A countries consist of NATO (except Greece, - N
. Turkey, Portugal and Iceland), Austria, Ireland, Sweden, Switzer-
land, Japan, Australia. and New ‘Zealand. All other countries and
1nternat10nal organizations are designated as Category B, Also,
‘the Department of State does not regularly review most requests
from either Category A or B countries for spare parts, tra1n1ng
and similar secondary items and sexvices.



FIELD ORGANIZATION FOR SECURITY ASSISTANCE

1. Subject of Interest. The Executive Branch has under
intense review the structure and manning of MAAGs and similar
organizations used. for adm1n1ster1ng security assistance in

the field.

2. Background. The 1976 International Security Assistance
and Arms Export Act places a ceiling (34) on the number of
Military Assistance Adviscry Groups and similar organizations
worldwide after September 30, 1976. The Act also requires
congressional approval for continuing any such organizations
after September 30, 1977, and bars the performance of any
security assistance functions by Defense Attaches after that
date. It permits the assignment of three military personnel
to a US Embassy to carry out security assistance funftlons,
with no limit on the assignment of number of civilians or
TDY military personnel. The statute, in cffect, required -
that the Executive Branch eliminzte ten (10) MAAGS by September
30, 1876; D.D, with JCS concurrence, proposed that eleven (11)
MAAGs be dlapensed with. State and Defense thereupon phased
out 11 MAAGs - Belgium, Denmark, France, Germany, Italy, .
Netherl:nds, Norway, Ind1a, Costa Rica, Paraguay and Uruguay
(bringing the total of MAAGs remaining to 33) - and replaced
them with three-man elements, called "Offices of Defense
Cooperation” (ODC)




3. DoD Position. State apd Defense are agreed on the mix
of these organizations and manning that would best meet US
needs worldwide. Their agreed proposal would reduce 1 438
-US personnel to about 930. _ T

-

.....




CENTRALIZED FINANCIAL MANAGEMENT OF FOREIGN MILITARY SALES

1. Subject of Interest: DEFSECDEF Clements on 9 September 1976 directed
centralization of all foreign military sales (FMS) financial management.

2. Background: The decision to standardize and centralize the Army,
Navy, and Air Force FMS billing, cash collection, and trust fund accounting
activities resulted from five years of intensive study, analysis, and
audit. .

DEPSECDEF Clements on 23 December 1975 directed the establishment of a-

DSAA Joint Financial Management Office (JFMO) in Denver, Colorado, to
standardize financial management of the FMS program, to comsolidate FMS

trust fund accounting, and to provide a single point of contact for foreign
countries with financial and discrepancy problems. Subsequently, the . _
Logistics Commanders of the military departweuiis persuaded DEPSECDEF Clements
that they were well on the way toward achieving the same results of
standardizing billing and collecting procedures within the military depart-
ments under the direction and guidence of DSAA. Accordingly, DEFSECDEF
Clements agreed to give the Logistics Cowmanders an opportunity. to achieve -
- standardization but emphasized that the DSAA JFMO would serve as a ’ '
monitoring office.

By September 1976,-standard1za:ion by the military departments had not -

been sufficiently achieved leading DEPSECDEF Clements to his directive

. to centralize FMS billing, cash collection,. trust fund accounting, and
administrative fee management at Deanver, Colorado. The Alir Force ia

designated as DOD executive agent for operating the centralized operationm,

referred to as the Security Assistance Accounting Center (SAAC), under .

the direction of the DSAA Joint Financial Management Office (JFMD).

3. DOD Position: Centralization of FMS financial activities at Denver
will save the government and U.S. taxpayers millions of dollars in interest
earnings as a result of more efficient financial management practices to
be used by the JFMO; will provide for administration of the Congressional
requirement to charge interest on delinquent debts in the most practical
manner; assure complete standardization and uniformity of FMS accounting,
billing, and reporting; improve DOD's ability to project FMS trust fund
outlays for budget purposes; and provide a single point-of-contact for
foreign countries.




Congressional Overslight of Security Assistance

1. Subject of lInterest: FY 1978 Security Assistance legislation.

2. Background: During Authorization Committee actlon on the FY 1976/77
legislation, the House International Relations and the Senate
Foreign Relatlons Committees were determined to bring about
centrallzed control withln the Exécutive Branch over, and in-
creased congressional participation in, U.S. arms exports, gov-
ernment and commercial. In lleu of the draft bill sent to Congress
by the President, the Committees proposed substantfal changes
in exIsting Taw. On April 28, 1976, Congress approved S. 2662,
The International Security Assistance and Arms Export Control
Act of 1976, constituting the most significant plece of leglslation
in the field of foreign military assistance policy since enactment
of the Mutual Security Act of 1954, The President vetoed the bili
on May 7, citing that it serfously Impinges on hls constltutional
powers and objecting to specific restrictions on the Executive
Branch's ability to carry out security assistance programs.  No
attempt was made to overturn the veto. L
The Congress suhsequently passed a follow-up bIll, H.R. 13680, which
deleted some provisions (six Concurrent Resolutlons. Annual Arms
Sales Celling) and softened others in response to the Presldent’s
objection. However, the bill retained provisions termInating the
grant milltary assistance program (MAP) and all Mllitary Assistance
Advisory Groups (MAAG) by the end of FY 1977, unless speciflcally .
authorized by Congress. . In addition, H.R. 13680 retained and expanded
congressional authority, thro_gh passage of a concurrent resolution,
to disapprove Foreian Millitarv Salae
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DOD

The Congress wants the Executfve Branch to demonstrate Its control =
over the Security Assistance program. it expects the State Department -
to espouse responsihility for the palicy and program it recommends, -
The Congress look- for a clean decislon-makIng process related to )
foreign policy and security assistance. DOD may expect more requlre-
ments for centralization of program respinsibility, as indicated by

the Senate suggestion of central management for FMS billing and
collectlng.

Position:

DOD desires to keep Congress fully Informed concerning the scope and
direction of our Securlty Assistance programs. We bellieve such dizlogue
Is necessary for Congressional understanding of the programs. According}
we anticipate continuing requests from individual members or comlttees
for formal or Informal briefings. : : '

MAP Ieve]s and MAAGs will require speclflc authorlzatlon and ]ustlficatlo
We consider that grant military aid, at greatly reduced levels and for

a few countries, remalns essential, particularly where U.S. Interests
cannot.adequately be served b Foreign Military Sales alone. With

regard to the MAAGs, we fully expect to Justify thelr continuance on

a country-by-country basis; however, the decision to retaln or phase

out a MAAG rests on the primary consideration of U.S. national interest.



We oppose a mandatory celling on military export sales. It not
only would impose a massive and costly administrative burden on
both the Executive Branch and industry, but also it abdicates the
careful Congressional review of a proposed case on its own merits,
2lready provided for in law, to the arbitrary chance effects of
timing and dollar value of the proposed sale. Currently, at the
direction of the State Department, we provide Congress informal,
twenty-day ‘advance notlfication of potentlial FMS transactions

" Involving defense articles and services ($25 million or more), or .

major defense equipment ($7 mlllion or more). Subsequently, upon
Executive Branch concurrence, the statutory, thnrty-day notificatlon
is made. If a concurrent resolution to disapprove the transaction

is Introduced, then requirements for additlonal information and
hearings are likely.. Thls process, rather than an arbitrary celling,
provides an adequate means for FMS program direction and control. L

In summary, the provlsions of the AECA essentially are untr!ed. The
Congress should permit the new tystem to develop and work before

‘additional administrative burdens are Imposed. Executive Branch

flexibility in securlty assistance should not be reduced.  DOD, with |
State's cooperation, Is willing to consult with the Congrass and
ensure the primacy of U.S. national Interests. - :



AGENT'S FEES

1. Subject of Interest:

The use of foreign marketing agents by U.S. Defense
contractors in connection with overseas esales bhas been an
issue of interest to the DOD and Congress and has been the
subject of Congressional inquiry.

2. Background:

U.S8. contractors have over the years often contracted _
with local representatives or "agents" to provide information,
administrative arrangements and points of contact which would
be of assistance in conducting bu51ness overseas.

~ These arrangements normally are of an informational
nature, providing data on activities in the local area which
management at a remote "home office" could use to determine
specific actions to be taken.

The Armed Services Procurement Regulations (ASPRs) have
for many years recognized legitimate agent's activities and
have provided for reimbursement to the contractor when the
DOD contracting offices can establish that these agency relation--
ships are bonafide, that fees are reasonable, that the costs
are properly allocable to the contract involved and that no
improper influence is involved in the transaction.

3. Current Status:

In 1975 DSAA adopted a policy of full disclosure of
agent's fees to purchasing governments, and issued guidance
to the Military Departments requiring that, they provide, as .
a part of each FMS offer wherever an agent's fee is involved,
(a) the name and address of the agent, (b) the estimate of the
proposed fee, and (c) one of the following statements: (1) they
consider the proposed fee to be fair and reasonable, (2) they
consider that only a portion of the proposed fee is fair and
reasonable (together with the rationale for this determination),
or (3) they cannot determine the reasonableness of the proposed
fee.

‘ The DOD ASPR Committee has revised the ASPR to formalize
this policy throughout the DOD. Meanwhile, OASD(I&L) has
published a separate Defense Procurement Circular on Australia,
Iran, Israel, Japan, Jordan, Kuwait, Pakistan, and Saudi Arabia
indicating that, as a result of requests from these countries,
the DOD will not allow payment of any agent's fees in connection
with their FMS purchases, unless specific written approval is

"obtained prior to contract signature.



Section 39 of the Arms Export Conirol Act regquires
that industry report to the Department of State on "political
contributions, gifts, commissions and fees paid or offered
or agreed to be paid, by any persons in connection with" US
Government or direct commercial sales of US defense articles
and services. The Department of State has since amended the
International Traffic in Arms Regulation to provide for such

a report.

Since the institution of the full disclosure policy _
there have been no new FMS cases in which major agent s fees
have been proposed.- .



3.

PRICING OF SECURITY ASSISTANCE TRAINING

Subject of Interest

Both Appropriations Committees of Congress have stated that they have
no recourse except to reduce DoD appropriations if the DoD continues
to collect less than what they believe i1s the full cost of training
foreign military students.

Background

Prior to the issuance of revised DoD guidelines on 5 November 1975, the
Military Departments used various methods of establishing training tul-
tion rates. These new pricing procedures resulted in a substantial
price increase for most Alr Force and Army FMS courses. Minor adjust-
ments were experienced with Navy courses. :

Over the past year, we continued the review of the pricing policy and -

found that it went beyond recovery of full costs. Therefore, an amend-
ment to the pricing policy was issued on 28 September 1976 which resulted
in a 20-30% reduction in FMS tuition rates established by the Bovember .
1975 policy. The amended guidelines will be applied to Grant. Aid training
on 1 October 1977. The Appropriations Committees were notified of this
change. They replied that the November 1975 policy complied with their ..
intent to recover full costs and, i1f the DoD persisted in revising the
tuition rates downward, they would have no recourse other than to reduce
DoD appropriations.

DoD Position

The tuition rates are now based on costing formulas and allocations which .
are reasonable and appropriate for the recovery of costs. Although these
changes result in a reduction in tuition prices for most courses, they will
still be substantially higher than those under the policy prior to the
November 1975 guidance. 1In eddition, there are numerous intangible bene-
fits which accrue to the U.S. from the security assistance training program.

- These benefits are not included in the tuition pricing calculations since it

is extremely difficult to quantify the value of such benefits. . Examples are:

~- Lowers the requirement for U.S. deployed forces.

-- Supports NATO rationalization efforts, i.e., makes more effective
and efficlent use of available defense resources. :

Influences foreign policy philosophy of participating nations.

Provides a mobilization base for expansion during contingencies.

Maintains proficiency of U.S. instructors in peacetime at minimm

cost to the U.S.



1.

2.

. TRAINING' COSTS FOR NATO NATIONS

Subject of Interest

The Senate Appropriations Committee (SAC) has threatened to reduce
Defense Appropriations if NATO nations are charged less than the full
training costs by the U.S., even though the Arms Export Control Act
of 1976 authorizes the President to do so.

Background

In 1974, the U.S. was unable to ratlfy a NATO agreement on financing .
of training because it provided for reduced charges on the basis of
reciprocity; U.S. law at that time required charging full coats. At
tha request of the DoD, a provision was enacted into law in the Arms
Export Control Act which allows the President to enter into training
agreements based on reciprocity with NATO nations and, through such
agreements, to exclude certain elements from tuition rates (i.e.,
indirect costs, administrative surcharge:, and hilleting costs over

-and above those charged U.S. students),.

In its report on the Defense Appropriations Bill, 1977, the SAC stated
that it does not agree with the new section of the law and if DoD .
implements it they will cut DoD appropriations accordingly. -

DoD Position

The U.S5. should enter into such an agrcement since it would facilitéte

- the establishment of joint NATO training projects and would demomstrate

U.S. interest in, and help to maintain the momentum of this important
NATO ratiornalization effort tc make more effective and efficient use of

available defense resources.



Diversion of Department of Defense IEquipment
To Meet Security Assistance Needs

1. Subject of Interest:

There are infrequent occasions when foreign policy and
national security goals dictate the DOD consider providing
DOD equipment from inventory sources to fill Security Assistance
requirements.

2, Background:

Under normal circumstances, Military Departments f£fill
Security Assistance materiel requirements from production
utilizing normal production lead times, unless such materiel
requirements can be met from DOD 1nventory without an undesirable
effect on the combat readiness of US forces.

In major weapon system acquisition planning, the DOD
attempts to take into account anticipated foreign military
sales in planning production capacity and long term procurement
rates. We usually have the industrial capacity to produce at a
rate that will meet DOD needs,and those of our allies concurrently.
This also has additional advantages for the U.S. since it provides
a broader production base and sometimes offers economies in our
procurement, while providing our allies with a greater military
capability at an early date. .

There are occasionally instances when national security

- considerations and foreign policy objectives indicate a re-
quirement to deviate from this DOD policy by expediting delivery
of equipment to a foreign purchaser. Virtually all past equipment
diversions under FMS which significantly impacted U.S. readiness
have been for Israel, either during the October 1973 War or its
aftermath. Section 21(h) of the Arms Export Control Act now
requires a report by the President to the Congress if a sale
could have a significant adverse effect on the combat readiness
of the armed forces of the U.S. We continue to receive indications
of Congressional concern (particularly from the Armed Services
Committees) over FMS requirements interfacing with DOD readiness.
The fact is that equipment diversions have been minimal since

the beginning of FY1976, and present DOD policy is sufficient

to assure that we will not deplete our forces unnecessarily

to meet Security Assistance needs. We have continuing need to
make this clear to the Congress and its staffers.

3. DOD Position:

Meeting foreign security as 1atance requirements through
diversion of DOD inventory assets on hand, or from systems
being prod-iced to equip our units is not our normal way of
supporting foreign requirements. Requests for diversion from
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DOD inventories are reviewed on a case-by-case, item~by-item
basis. We must consider the urgency and circumstances,and the
effects that the proposal would have on ithe readiness of our
own forces. In conjuncg¢ion with the State Department, we must
consider the foreign po&icy objectives which could be met

by authorizing the diversion.

Military Departments are afforded the opportunlty to provide

statements to refle¢ct the degree of 1mpact which such diversion

would have on its readiness. The final decision to divert military

equipment for Security Assistance requirements, when Military
Departments advise that such diversions would have an adverse
impact on our force readiness, is made by the Secretary or
Deputy Secretary of Defense. o



RELEASE OF TECHNOLOGY IN SECURITY ASSISTANCE

1. Subject of Interest: The release of technology in

Security Assistance is subject to review by senior 0SD

and Service officials to assure our advanced technology
and operational capabilities are protected.

2. Background: Release of technology and first line equip-
ment for Security Assistance was reviewed during July 1975
by an 0SD/Service Committee. An indepth study of the pro-~ .
cedures and controls DDR&E and the Services exercise was
conducted. .The Committee examined present procedureées

and possible options to strengthen safeguards and release
procedures. It found that much is already being done to
protect advanced technology and unique military capabilities.
Such procedures as phased release of technology, progressive
release starting with an older model, manufacture of a less
capable "export model”, release to NATO only, release to
non-NATO countries on a'case~by-case basis, co-production
limited to older models, and improved models withheld until
system maturity is achieved already were being followed.

After reviewing the study results and proposed options, the
- Secrz2tary of Defense diracted that the Services establish
an FMS Steering Committee of senior officials to review
their first line equipment Foreign Military Sales (FMS)
programs in the following areas:

-~ Release of technical data

- System availability for FMS

- Equipment or capability to be withheld

- Progressive release, phased release and export
model considerations '

- NATO/non-NATO release

- Benefits of FMS to U.S. national interests : :

- Delivery and support considerations in relation to

equipage of U.S. forces.

In addltlon, each 51gn1f1cant FMS proposal w111 be reviewed
to insure that it:

- HMeets but does not unnecessarily exceed the foreign

country'’s actual needs.
- 11s compatible with the foreign country's stated
requirements and estimated capabilities to operate, maintain

and support.



R mp e ew yrtatp, wbfRat Ry,

-t

— Includes all elements necessary for a complete and
supportable system.

- Is within Service capabilities to implement in a
timely and economical manner.

3. DOD Position: Effective procedures exist within DDR&E

and the Services to protect advanced technology and unique

military capabilities in the Security Assistance program.



_ ‘.}f—QrImportantly, the NATO Military Committee ‘endorsed a NATO

NATO AIRBORNE EARLY WARNING (AEW) PROGRAM '

l. Subject of Interest: The United States is produCing the
E-3A to provide an overall airborne air surveillance capa- -

. bility with command, control and communications functions. . . |
Negotiations are on-901ng for the sale of this alrcraft to R

.2 Background- The E—3A, or AWACS, is an'electronlcs syetem‘._.,;n
housed in a modified Boeing 707-320B airframe topped with a ... "L
'30~-foot rotating radome. The E-3A can detect and track air-"'h"
craft at high and low altitudes, over both land and water -

over extended areas; its clutter-cancelling survelllance e
radar is the most ECM—resrstant radar yet,made. _;_.;, :

.:NATO‘s commitment to an AEW system has been grow:ng steadily. i
- There is recognition within the Alliance of the 1ncreasing low . ... ..
.. level threat to NATC Europc and the inability of the Alliance 7 Wi
~to counter it. The net result.is a continuing erosion of NAT0‘3=3'j
deterrent posture. NATO nations are now at the p01nt of an AEW
'procurement commitment.;" R

-= In 1872 NATO nations accepted the recommendation of the
© ' Internaticnal Tri-Service Group on Air Defense that an AEW .
' capability was essential for solving deficiencies in the'j:‘-~

detection and tracking of low level aircraft. S SR

.Hl

- Subsequent NATO groups under the Conference of National '[fiﬁj-i
Armaments Directors (CNAD) also supported the E-3A..;}.4}¢ﬁ‘_g* 5?

. -== In May 1975 both the Defense and Foreign Mlnisters of NATO TN
" . approved a contract definition phase for NATO AEW and .. = " .~ o
~;established a provisional, internationally manned program el

'ﬂoffice to manage it. . - ._1:__ . Jh:,ﬁ““,ﬁz :

rd QS
) '.""?-7').

. REW force as an urgent priority—one requirement.,ﬁ'hd

. == 1In December 1875, the NATO Defense Ministers acknowledged
- " "the Military Committee's views, approved continuation of
contract definition activities and endorsed activities to - S
be funded by interested NATO nations that would preserve ';ﬁj"ﬁﬁi
NATO's options for procurement of the aircraft. e 5; ff;ffﬁ

~- In February 1976, NATO formally requested an 1n1tia1 Letter
of Offer for 20-32 aircraft. T D AT L
—— In June 1976, DOD submitted a'preliminary'unsigned Lon'to'h:
' appropriate NATO offices to help them prepare for the June oL
DPC meeting, during which NATO mlnisters agreed that lower D




" cost program options should be prepared for consideration

3.

as

and warrants a positive procurement decision as soon

at their December 1976 meeting.

The NATO program office then submitted a request for
proposal for 27 aircraft with specifica-
tions on configuration, production rate and industrial
collaboration by our Allies. The Boeing response to

NATO's request for proposal has been incorporated into

the Plannlng and Budgetary (P&B) data for use by NATO
offices in preparing for the 6-8 December 1976 DPC _
meeting. C e e

DOD Position: That the NATO AEW requirement'is urgent o

possible..

Major reasons include: T . , zifhf?”

—

only available meane to effectively ccu“ter low-level .
threat and ensure adeguacy cf Alllarcc'v detcrrent posture
into the 1980's znd beyond. Failure ito act now could. - -

delay acquisition of such a capability for years.

provides a multiplier effect for existlng tactical sys— e &
tems and permits commanders to most effectively employ . R
assets through the E-3A provision of "big picture® - - .- .
information to high level military mmipﬂlitiﬂ=1amthof*ties. S

the US attaches great importance to "crisis-management®-
capability of the NATO AEW. Warning time greatly: :
improved.

. 4!

would unmistakably demonstrate common resolve to meet'“”"*
rapidly increasing Warsaw Pact military capability.
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F-16 AIRCRAFT PROGRAM

+

l. Subject of Interest: The United States and European
Participating Governments (EPGs); including Belgium,
Denmark, The Netherlands and Norway; will co-~produce,
procure and offer for third country sales the F-1l6, a
high performance, standardized lightweight fighter air-
craft. '

2. Background: In 1971, the USAF decidecd to develop
competing prototype lightweight aircraft that would incor-

~ porate emerging aerodynamics technology. 1In 1973, Belgium,

Denmark, The Netherlands, and Norway formed a four nation
Consortium to seek a common aircraft to replace their
aging- = F-104Gs. In Januvary 1975, the USAF selected the
YF-16; in June the European Consortium also selected the
F-16. This led to the formation of a new five nation
Consortium for the development, vioduction and procurement
of the aircraft.

The F-16 has excellent air-to-air and air-to-surface
capabilities with the capacity to counter all known
threat aircraft in the close~in air combat environment
through the 1980s. Procurement of the same aircraft by
five nations will contribute significantly to much needed
standardization of NATO forces.

The US Air Force plans to procure 650 F-16s stationing

250 in Europe. Initially, the European Participating
Governments (EPGs) will procure 302 aircraft, with options
to buy an additional 46. The co-production program calls
for the Europeans to produce, by procurement value, 40%
of their own aircraft, 15% of those sold to third countries
and 10% of the US aircraft. Co-production arrangements
contemplate that certain manufacturing and assembly work
will be done in each of the four European countries. The
Europeans will assemble the aircraft in The Netherlands' .
and Belgium, while the USAF aircraft assembly will take
place at General Dynamics, Fort Worth, Texas. European
engines will be assembled in Belgium.

US contractors are working with representatives of industrial
concerns in the EPG looking toward EPG sub-contracts for



about 60 items in the airframe, engine and avionics. 2as
of 1 Nov 1976, the following European sub~contracts have
been signed:

- Belgium - $939M; 87% of total items
- Denmark - $19M; 13% of total items
- Netherlands ~ $277M; 85% of total items
- Norway =—. $195M; 65% of total items

The aircraft development program is on schedule and with-
in cost guidelines, -but there are potential problems. One
is - the placement of radar co-production contracts in Europe.
Initial European radar price estimates are too high and
if accepted would jeopardize overall cost goals. If the,

radar contracts are not placed by February 1977, the overall a

production schedule will probably slip. There is one
other problem that may affect COStlng. The EPGs want -
the US to absorb common provisioning costs of about $8M
within the US 2% adm;nxstrat*vn ghargs,

3. DOD Position: DOD believes that radar contracts should
be placed at prices that would not increase the F-~16 -
cost above the not-to-exceed (NTE) price of $6.09M, and
that common provisioning costs should not be paid from

the US 2% administrative charge. .



£ —————— < e Laaae-1 rgb
AL T
',L,\:.‘ : '- o :" ‘* s

F-16 AIRCRAFT FOR IRAN

(3 : Lo | '

1. GC3 Subject of Interest: Iran has requested that the USG
sell them 160 F-16 aircraft under TMS to include spares, ground
support equipment, maintenance support and training. Total
estimated cost is $3.8 billlon in then-year dollars.

éﬁ; Background: After the U 8. Air Force had made the decision -
to procure the General Dynamics F-16 over the Northrop F-17, the .
Government of Iran (GOL1), in June 1975, requested a purchase of

160 F-16's and indicated an interest to procure more later. Before

a2 letter of offer could be prepared, it was necessary to develop

a2 master plan for the F-16 program to chart production, delivery,
availability of logistic support, and trailning for the USAF buy, .

- the Furopean Consortium buy and other potential sales, On 16 March
1976, the GOY detailed their plan for proenring and operating 160
F-16 aircraft (136 F-16A's and 24 P-15B two-seat training aircraft) -
and stated their intention to procure an additional 140 F~16's
later. . Advance notification of the sale of 160 F-16's was given
to the Congress on August 27, 1976 and formal notificatlon on . L
September 1, 1976. On September 16th a hearing was held by the T
Subcomr.ittee on Foreign Assistance of the Senate Committee on T
Foreign Relations on the proposed sale to Iran, Under Secretary

of State Habib end Deputy Secretary of Defense Ellsworth were the
principal witnesses. There was no objection to the sale by the
Congress and in October 1976 a letter of intent was signed between
~the GOI and the USG in which the GOI provided $41 million in e
obligation authority for long-lead items while the defiritive '
letter of offer is in final preparation, .

- 3. (ES DOD Poqitlon' DOn does not ohject to the pure hase by
Iran of the F-16 aircraft,. .~
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F- 18EJF6hEIGN MILITARY SALES PROGRAM

1. Subject of Interest: The Northrop Corporation plans to
develop, produce, and offer for Foreign Military Sales a
land-based derivative of the F-18A which McDonnell=-Douglas
is developing for the U.S. Navy. _ ‘

2. Background: 'Northrop Corporation has designed a land-
based derivative of the F-~18A, designated the F-18L, for
sales abroad. The major differencesbetween the F-18A under
development for the U.S. Navy and the land-based F-18L
include the elimination of carrier-oriented hardware,’ wing
redesign, and simplified radar and av1onice.

Since we have not programmed tﬁe F-18L for our fdrces, funds
.for the F-18L full scale development would have to come from
- sources outside the US Government.

'There could be advantages to the Navy F-18A pro- -
gram as a result of the economies of scale derived from the
increased production rate of many componnnfs of the F—ISL
which would be common with the Navy's F-lBA.

On 12 September 1976 the Iranian Vice Minister of War wrote D T e
Secretary Rumsfeld, stating that the Imperial Xranian Airx R
Force has a requirement to replace its existing PF-ds startin
in 1982 and that it has determined that the F-18L will best
fulfill this requirement. He requested a Letter of Offer and
Acceptance (LOA) for 250 aircraft and authorized the release
of $8 million to cover additional design and procurement of -
long lead time items. We replied that his proposal is under .
review within the US Government.

The Iranian proposal raises a number of issues. There are

some questions from a technical view whether the Northrop
program is well-enough defined to warrant the US undertaking ]
FMS responsibilities for a major weapons system not programmed
for US forces.

3. DOD Position: The Defense System Acquisition Review .
Council (DSARC) has under review the feasibility of proceeding
with a FMS program for an F-181., After itg initial study, the
DSARC concluded that it. needed more data regarding performance,
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This will entail a fairly extensive study effort, which

should be funded by the Iranian Government since the US

has no plans to purchase the F-18.

"cost and schedule, and the adeguacy of the bu51ness'p1an.-




EXPECTED ARMS PURCHASE REQUESTS FROM IRAN AND PAKISTAN

.1. (U) Subject of Interest: Both the Governments of Iran (GOI)
"and Pakistan (GOP) have expressed interest in future defense equip—

ment purchases. ) i ..

.2. (U) Background: The Embassies, MAAG, or Defense Rebreseﬂtatives )

“in both countries receive expressio 1s of interest or formal letters .

of intent (LOI's) for equipment buys. Before responding to formal -
- requests, DOD obtalns necessary concurreance from the Department of
State, to confirm that release of the equipment is in accord with
U.Ss. foreign ‘policy and national securitv interests.

-, ‘.-.' -‘--

- 3. (U) DOD Position: The DOD implements foreign military sales
‘requests after the State Department has approved the sale, and
the value thereof. The DOD also procures military equipment for -
approved FMS cases in a manner which permitis integrdtion with

'Service programs. L . Do T




CONTRACTED IRANIAN WEAPONS PURCHASES VERSUS DELIVERIES

1. (U) Subject of Interest: The USG contracts for the purchase
of military equipment by the Government of Iran (GOI) by means
of Letters of Offer/Acceptance (LOAs). This paper lists con-

- cluded sales 1n which the USG has yet to complete deliveries.

2. (U) Background: The GOI began purchasing the majority of .
-military items in FY 1973, to the amount of $2.1 billion. 1In
1974, it purchased $4.2 billlon then $2.5 billion in 1975, L
tapering off to $1.3 billion in 1976. After the GOI accepts - -
the purchase terms by signing anm LOA; the USG procures and =~ - :
delivers equipments in accordance with the contract terms, which
schedule may extend over several years due to new production or -
. long-leadtime procurement of system components. -

3. (U) DOD Position: The U.S. equlpment- rizant service '
component performs the contract terms of an e&ecgteﬂ 0A, in : .
accordance with DOD directives and as supervised by the Defense . -~ ...
Security Assistance Agency (DSAA). The service cowponent monitors = -
procurement and delivery by its own command elements or by con- "
tractors, advising both DSAA and the GOI of delivery particulars,.:- ,
slippages, etc, . . PR
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SUBJECT: Advanced Fighter Aircraft for Saudi Arabian Air
Force (RSAF)

BACKGROUND ¢!

. . In Ocfober 1975 the advanced
fighter team briefed HRH Prince Sultan and other key members

- 0f the Saudi Arabian Government
! on. the F-14,

A

F-15, and F-16 i R

-

. DOD POSITION: |
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FT (FX)
CE (JASDT)

FOR THE o

1. -Subject of Interest:

Tke Japancse Doicnsce Agcucy (JLA) reguires a new fighter

aircraft, which along with the FiE/J currently being licensed

produced in Japan,) _ -

' The JDA has announced selection
- of the McDonnell Douglas F-15 aircraft for this role.

2. Background'

‘The JDA has completed an intensive study designed to

select the _next ‘-mainstay fighter for entry to JASDF inventory
. The FX evaluation officially started in

1975 with a data gathering tour of seven of the Free World's
aircraft manufacturers by a team of JASDF officers. This
evaluation resulted in the selection of the U.S. F-14, F-15,
and F-16 aircraft as finalists in the Japanese selection )
The three U.S. contractors provided the JDA with detailed data
on the aircraft and answered questionnaires submitted by the
JDA. 1In addition, JASDF pilots have flown the F-14 and the -
- P=15. ' . o

The Director General of the JDA has sanctioned the
selection of the F-15 aircraft. |

' . 1

At JDA request, the DOD sent a