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MEMORANDUM OF CONVERSATION

SUBJECT: -Jackson-Nunn Amendment - Meeting with Members of Senator
Jackson's Staff

Participants:

Executive Branch

Deputy Asslstant Secretary of Defense (ISA)EC - Dr. Roger E. Shields
Deputy, Office of Legislative Lialson, 0S0 - Captaln James Kneals, USN
Deputy Director, Country Affalrs, OASD(ISA)ED ~ Col. Frederic Ackerson, USA
State Department - Mr. John A. Graham '

Department of Commerce, Mr. David Farrell
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1. (U) Purpose of Meetlng.

Ms. Fosdlck opaned by stating that the purpose of the meeting was to
axchange ldeas regarding Interpretation of the Jackson-tiunn Amendment

in order credibly to comply with Its provisions. She noted nelther she
nor other menmbers of the staff prasent could mske any commitment to accept
suggestlons by the Exacutive Branch, :

2. (u) Toj',n.l Dol Expendltures In Europe Entering Into the International
~ Balance of EBYITI_BHI;S (TBOF) .

In responso to a query, Dr, Shields stated that the Dob estimated flgure
for FY 74, upon which we ware basing our calculations, was $2,45) mill1ion.
Preliminary reports, bused on first and second quarter statistlcs,
generally conflrmed this flgure, but an accurate figure would not be

(&)

.‘-l

by Ao |

ns 148l

4

1




L™ el ¥

. - *

available untll the end of the fiscal year. Mr., Farrell commented that

the Secretary of Commerce would be developing Spaciflic flgures from sctual
transactions; and In the meantime representatives of Commerce, Defense

and the GAO were seeking agrcement -to determine what categories of items
could be used to offset the DoD expenditures In fulfilllng the requiremants
of the Jackson-Nunn Amandment, Mr. Perle stated that his major concern was
that the figure of $2,451 million was much larger than flgures ($1.8, $1.9.
or $2.1) he had been told earller. He then asked for-a breakdown of this

figure In ordar to see If It was credlbly posslble to raduce It. .

3. () Dob Expendlgures by US Hilltary, Clvillan and Dependents.

_Aftar,ﬁr. Farrell stated that tﬁe hlghest-axpendifure was that by US

military, clvilians and despendents, totalling just over $300 mi)lion,

Mr. Perle asked how accurate the figure was and how It was determined. -

ol. Ackerson replied that the basis for the figure was salarles of all
personnel., - Extensive adjustments were. then made to .Insure that those .-

‘funds returned to the US and not entering Into the 1BOP (e.g. money orders,

Investments, post exchange and commissary purchases of US origin )tems,

_.etc.), ware subtracted. Mr. Perle asked for a detalled breakdown of th!s'

computation, and Dr. Shle‘is stated that .we would provide it. -

Mr. Pﬁ!" then asked If a figure was avallable for the normal purchases

made .by citizens In the US of forelgn goods. He sald that If it was
avallable, this flgure - estimated by him to be between $100 and $150
mii¥ion - could be applled to the $900 ml1lion because these expenditures.
would be made even (f those Indlviduals now In Europe were In the US. ;
Furthermore those purchases ware not connected to the US fulflliment of

Its NATO commitment. Dr. Shlelds stated that such a figure was avallable.
Such a deduction had been dlscussed with members of the Randall Subcommlttee
who, while feellng that this might be a valid deduction, were concerned
about Its accuracy. - iy

L, m DoD Expenditures for Petroleum, 011 and Lubricants (roL) .

Mr. Farrell noted that DoD's POL expenditures of $104 milllon would be made
whather or not troops were statloned in Europe. Dr. Shlelds stated

that while DoD could purchase this petroluem in the US, by so dolng, it -
would not only deprive US citizens of a large quantity of petroleum products
In a time of fuel shortages, but would In effect cost more because of
transportation costs from the US to Europe, Mr. Parle asked If It was
possible for DoD to pay US. currency from POL products to US major oll flrms

in the US rather than to subsldlarles of the flrms overseas. He felt that

by doing this DoD POL expenditures entering Into the IBOP could be allminated,
and the resultant currency transfers between majors and thelr subsldlaries
would then appear In commerclal accounts. Dr. Shlelds stated that he would
look Into this possibility.
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5. @) Do Egge}adltures for Major. Equipment.

Mr, Farrell s'tated that DoD expsnd.itur.os of $110 million for major

‘equlpment were not made specifically for NATO purposes, and thuys thls

tategory could and would be deducted from the baslc expondlture flgure
Mr, Perle felt that thls was approprtate.

6. & gl_\_gr 00D E&endltures.

-'Hr. Farrell stated. thqt approximately $488 mill)lon was expended for payments. .
to ?orc]gn nationals, $83 miilion on major constructlon, and $57 mitlion In

cash for ‘the US ghare in NATO Infrastructure costs. " None of these cauld be
readi 1y reduced.. Mr. _F?g;g]l stated that DoD axpenditures of $146 milllon . ..

-for materlels and supplies could also probably not be reduced. These ftems -
were procured locally, elther because ‘of a slgnlflclnt cost nvIngs or

because of essentlal tlmo aonstralnts. : s =

-Hr. F rrell thon noted the expondlture of !Pproxlmtoly $431 mllllon for _- :
services.

asked for a breakdown of thése servlces and’

"expressed the hopa .that some might- -be deducted from the overall total.

Dr. Shlelds stated that-we would look Into that possibllity. After

ﬂr, FarrdT concluded by cliting expendlitures $116 mlllion for all other
purposes, Mr. Perle asked that. this be broken down, |f practicable, again.
In order to examine them with the purpose of poulbly doduntlng some of
these Items as non-NATO related expendltures

7. @ Reduction of 0ffset Goal.

Dr. Shields noted. thot the Commerce~DoD-GAO committee had agreed to subtract
non-NATO costs from the $2,451 miilion to obtaln a net offset goal.

Thls Included DoD 1B0P expenditures In Greenland, lceland, Azores,. and

Canada, as well as expenditures for strateglc 1ntelllgonce. major equipment

purchases, MAAGs, weather stations, 6th Fleet, and strateglc forfces in

Spain and England. In response to a question by Mr. Perle, Dr, Shield

stated that by applylng the above criterla, the goal had been reduced. Ey
approximately $330 miillon to a new target of $2, lzo mii}ion. | -

In addition to thess, we. felt that we could reduce further by subtracting
annual payments to retired personnel In Europe of $16 mllllion and the $104.
miillon POL cost. ‘This would glve us a new target of about $2,000 milllon.
He noted that these last two deductions: had not been agreed to by Commerce
and GAO, but felt that they were valld deducttons., Mr. Perle noted that,
In nddltlon. about another $144 milllon could be reduced because of

the normal US cltizens purchases of forelgn goods. I|f this were valld, tho
am?t to be offset would ba.reduced even further to a figure of §1, 856

m on.
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m Categories of OFfsets.
Mr. Farrell stated that In order to offset the net goal of $2.1 hllIlon. 3

‘representatives of Commarce, Dol and the GAQ had met and. had geperally .

agreed on -the following categories of reductloms: monetary transactlons
which appeared In actual accounting documents avallable to the Department
of Commarce; categories of Items such as.the. barracks rehabllitation

program for which.no DoD payments would then be. made; and thirdly, Iteins

for which DoD planned to expend funds at soma future date but had not yet
appeared in Defense budget. He then asked If loans and feedback would be

- acceptable to the Congress as offsets to the DoD ‘expendi tures. Mr.: Petie

rep!Ted that the Jackson-Nunn Amendment was deslgned with a view to - - A
requiring very precise. figures on our NATO costs. However, the-Amendment “ .

. was aléo. désigned.to be very Imprecise on the offset to these expenditures.

Furthermore, It had -been agreed during the. formuletion of the Amendment to -
extend the period for offsetting FY 74 expenditures an additlonal six

- months-to elghteen-to allow the Administration a flexibility 1£f It was_

determined that a dlsaster would result from Implementation of the. Amandmant
This extended period would also provide the Congress with sufficlent time
to rescind the Amendment If necessary. As a basls principle, .there was no.
intention on the part gf the Conference Committee to allow recl!pts ovar
the 22 I/2 months expend!tures, . :

Regarding loans; Mr. Perle felt that only a 2ero Interest Toan would be‘ TR
satisfactory. He felt that feedback was a valld concept, .but cautionad :
about the extent of Its use. Mr, Horner felt that 10% would be acceptable.
Ms. Fosdick stated that we should not provide too many.alternat!ves. or

__papers to the Committee In fulfilling the Ameéhdment, and. that if a strict

interpretation of the Amendment was made, while loans could.nqt be counted -
at full value, the Interest savings could be. She felt that It would be
useful for Secretary Schlesinger and Senator Jackson to sit down and
discuss the varfous categories which would be utillzed to offset the DoD

" expenditures,

9. . w Current US Ncggtlatloﬁs with the FRG.

tn response to a question from Mr. Perle, Dr Shlalds noted that ln FY 710
“we expectad to recelve $680 mi1TTon from

the n hard offset (purchases
of US milltary equipment, troop facilities rehabllitstion, energy ksD :
projects, land taxes, landing fees and uranium enrichment services). We.
expected a minimum of $650 milllon of purchases.by other European nations
of mtittary equipmant through FMS and commerclal channels, however, this
flgure could even rise as high as $1 billlon. In addition to these flgures
we expected a German loan and a certaln samount of flowback would complete
the offset. Mr. Psrle remarked that a 2 172% Interest bearing loan.

would not do the Job. He contended that since the French spend more on

.defense than the Germans, we should be adamant In holding out for a.greater

German contribution. Ms. Fosdick commented that the Germans should be
fully apprised of the danger of falling to satisfy the Jackson-Nunn Amendment.
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If the Germans fall short; und ° thereby rlsk a troop cut, Congresslonal

sentiment would say "'So- that"s how miich NATO !s worth to the Germans --

its not worth a couple hundred million dollars to them to keep our

troops In Europe.'" She also warned that If the Germens atlowed -even a
smal) cut to be mide under Jackson-Nunn 1t would have -a profound. i
psychological affect on Cqmgress and would be fol\owed by a full scnlg T

" Mansfleld cut.

10. - (@ Replacement for F-104.

Mr. Perle noted during a recent trip to Europe, he had spoken with mllltary
fﬂcia]s in Belglum and the Nethertands regarding selection of s F-104
replacement. He felt that all. favored the Northrop P-530 over the French
F-1, He asked If It was possible to utiiize any of the receipts, elther
present or future, In fulf{11ing the Jackson-Nunn Amendment. Dr. ghlgidg
replled that European purchase of the P-530 was not assured. e our
indicatlions were that-all three US contenders could outpsrform the Fr‘onch

"F-1'and that European milltary offlclalé generally. appeared to favor @

uS replacement, Eurcpean national political -conslderations were .not.only . .
powerful but probably overriding. -French-political pressures, particularly

.on the Belglans, were Intense and even Included threats. Therefors, an

ultimate purthase of US alrcraft was in doubt. Dr, Shlelds hoted that

‘.Secretaries Kisslnger dnd Schlesinger, US Ambassadors &nd US military °

personnel were. all deeply Involved In.pushing 'a US replacement to the axtent..-
of offering USG backing on spare parts rsplacement and engine development
money. Mr. Perle stated that: it would be a disaster 1f the French were to
make thls sale. He also was concernad about the recent conclusion of
1lcensing errangements to permlt the French to oonstruct ZUNI Rockets. =~ - .

He felt that we must make a very positlve approach to the Europeans emphasizing
the relationshlp between this purchase and Jackson-Nunri.  Ms. Fosdick added
her emphasis and stated that we should use the posltive approach on Jackson-
Nunn; to wit that by fulfilling Jackson=-Nunn, Europe will recelve a US ;
comml tment, agreed upon by the Congress, to keep up US troop levels in

Europe. She felt that it was very Important that Senator Jackson and
Secretary Schlesinger meet to discuss the fulfiliment of Jackson-Nunn. She
also felt that Secretary Schlutnger should speak to Senator Percy regardlng

-oconomlc provisions,

. @) “stalking Horse! for Mansfisld Resolution.

Mr. Perle and Ms. Fosdick emphasized that In 1973 the Jackson-Nunn Amandmnnt
was passed only as. e stalking horse for the Mansfleld Amendment. Ms. Fosdick
asked Defense representatives what they expected to use thls year to bloc
adoption of any future Mansfleld amendments. She felt that it would be

Ideal not to'tie US strength In Europe to any-US economic consliderations but
rather tle It to European force Improvements, EDIP or Infrastructure. Congress
would not buy the security rationale for maintalning the current levels of

US forces In Europe. She considered that this was demonstrated In 1973 when

the Democratic Cnucus. with only two negative votes, favored troop reductions.
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- Thus, we can probably e)pect some type of proposal In the current Congress,
. and we should be prepared to counter It with somsthing.- Mr. Pgr!g agreed

and noted that ‘the situation in the House against troop cuts In Europe was-

‘not as rosy as soms think and that there was definitely more support for .
. Mansfleld this year than last In the Senate. The President’s Chicago speach

had. undermined the opponents of Mansfield. Furthermore the substitutlon of..
Metzenbaum for Saxbs would detract from the anti-Mansfleld forces, Finally
the elections would favor the Democrats and this would also help support the .
H;mfleld Amendment. Dr. Shislds replled that we would certainly look Into

t 'so v "
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